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Snakes and ladders 

Given a few weeks more it will be the Year of the Snake in large parts of Asia. 
Independently of this calendar our own country has been engaged in its own game of 
snakes and ladders. The gains on the economic front have been impressive and have 
been deservedly well publicized. Rather less attention has been directed towards the 
weak spots in the economy, but lately they have been successfully claiming considera¬ 
tion. Prices, particularly commodity prices, have tended to rise and are focussing 
attention on the need for the government being on guard against a revival of inflation¬ 
ary pressures. The cost of living is still very high for the common run of households 
and it is becoming disturbingly obvious that large grain reserves or even stable food 
prices are not enough in themselves to relieve the urban middle class of this burden. 
The issue of sufficient employment opportunities for the young of this class, seeking 
to earn its living, is becoming more and more pressing and is already enormously rele¬ 
vant to the social stability of urban communities. 

The vulnerable sections of our population, the poor and the deprived in our midst, 
have had promises made to them and have been encouraged to believe that their needs 
have been recognized and will hereafter be met The government and the administra¬ 
tion have been taken to them closer than ever before and this has stimulated all kinds 
of hopes and expectations in the hearts and minds of those millions of our people 
whom it will be cruel to disappoint and unwise too. It is important that they should 
be made to realise without delay that improvement in their conditions of living will 
have to be earned primarily through their own effort, with government policy of course 
helping to create the context and the circumstances conducive to the success of that 
effort. 

In the industrial sector there is a tranquillity which cannot be too greatly treasured. 
Tiresome controversies about the dominance of the public sector or the role 
of the private sector have been stilled. Divisive political forces which have been 
trading on this confrontation find themselves helpless and without a hearing. 
Simultaneously and to some extent correspondingly animosities and antagonisms 
in employer-employee relations have cased and there is a new awarenes of the 
common interest of management and workers in the progress of production and 
productivity. There is, however, a shared anxiety about the tempo of industrial growth 
and a worrying uncertainty about the community’s purchasing power and consumption 
keeping pace with what is being produced or can be. Difficulties of individual industries 
apart, there is a definite lack of dynamism in investment activity which cannot be 
reconciled with this nation’s stake in rapid industrial expansion. 

The first weeks of the new year, therefore, need to be a period of urgent searching 
for policies which, while consolidating the gains of the past, will venture boldly in the 
direction of faster economic growth. For only if this growth is fast enough and large 
enough will there be hope of that expansion of employment which the urban middle 
class or the poor everywhere so greatly need for their good. Only then, again, the 
industrial peace that we now see can acquire true meaning as a positive, cooperative 
relationship between managements and workers on the one hand and between industry 
and the community on the other. The next central budget will naturally be expected 
to strike a blow in the good cause, but a welcome development in the government’s 
management of the economy in recent times has been the continuous flow of day-to- 
day policy decisions or administrative acts designed to minister regularly and steadily 
to the wants of the economy. This practice should be kept up because even in the 
pre-budget weeks much could be done to impart greater stability to the economy and 
strengthen the community’s faith in continued progress. 



Bank credit and food stocks 


The recent discussions on credit and 
monetary policies adopted by the Reserve 
Bank in the past year have given rise to 
confused thinking in money market cir¬ 
cles and many are at a loss to know what 
exactly is the import of the observations 
of government spokesmen when borrowers 
are experiencing great difficulty in getting 
their requirements and there is a veritable 
squeeze on credit. The interpretations of 
the trends in money supply and bank 
credit are so widely different that even 
experienced observers feel puzzled and 
wonder how there can be an alarmist 
view when there are definite indications 
to suggest that the expansion of food 
credit has been on account of bulging 
buffer stocks and increasing inventories 
of finished goods as a result of rising 
industrial production with no corres¬ 
ponding increase in offtake. There has of 
course been value inflation in some direc¬ 
tions due to small adjustments in selling 
prices for some manufactured goods and a 
big rise in the cost of raw cotton and 
some imports. 

objectives achieved 

It should be said however that the 
monetary authorities have largely succeed¬ 
ed in their objectives in the sense that 
their directives to the scheduled com¬ 
mercial banks had been very nearly obser¬ 
ved by the middle of December. But the 
question arises whether the tightening of 
the screw has had the desired results and 
the upward rise in wholesale prices in 
some directions has been arrested. With 
bankers following the policy of quarterly 
budgeting and strict supervision of the 
operations of big accounts, there should 
not be any difficulty in finding out how 
the expansion of credit has been taking 
place and whether fresh advances have 
been mis-applied and speculative activity 
encouraged. It is true that between March 
26, 1976 and December JO, 1976 advances 
of scheduled commercial banks had 
increased by as much as Rs 1S53 crores 


as compared to Rs 853 crores in the same 
period in 1975. A good portion of the 
extra credit has been on account of buffer 
stock operations as procurement advances 
alone have risen by Rs 599 crores against 
only Rs 262 crores previously. But non¬ 
food credit also has increased by Rs 955 
crores as compared to Rs 590 crores. If 
there could be any complaint at all about 
liberal lending it could be only in respect 
of Rs 365 crores, assuming of course 
that there would be a normal growth 
under this head with a rising trend in pro¬ 
duction. 

The expansion of food credit was in- 
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evitable as procurement operations were 
carried out on an unprecedented scale 
until recently and imports against earlier 
commercial purchases of foodgrains in 
foreign countries added also to buffer 
stocks. The situation became so unmana¬ 
geable at one stage that there were con¬ 
tradictory observations about the desir¬ 
ability of continuing to build up buffer 
stocks. Some were of the view that an in¬ 
crease in buffer stocks even to 22 million 
tonnes was inevitable and export could not 
be permitted when millions were starving 
within the country and it was not also 
clear what was exactly the optimum level 
of base buffer stocks. 

It must be stated however that those 
in charge of buffer stock operations got 
worried about the satisfactory maintenance 
of large stocks and the servicing of loan 
obligations when food credit continued 
to remain around Rs 2,000 crores. It has 
latterly been decided that there should be 
no net large increase in food credit and 
efforts should be made to recycle fundft 


by increasing the offtake through the^ 
public distribution system. This kind of 
approach will certainly prevent a net 
increase in money supply on account of 
injection of food procurement credit as 
there will also be a suction of funds from* 
the public through sales by fair price! 
shops. While theoretically an increase in 
money supply can be avoided with no net 
rise in buffer stocks, it should not be 
overlooked that cash paid against pro*j 
curement purchases reaches different! 
pockets while cash received through saled 
is taken out of other pockets and therj 
may be different types of consumer spend! 
ing by those in receipt of funds agains| 
sale of produce. 

buffer stock finance 

It cannot be contemplated at this stag' 
that the funds required for maintaining 
buffer stocks should be provided entire!; 
by the banking system as this process cai 
be completed only over a period. It hai] 
also to be examined whether it will bJ 
desirable to pay interest at 12 per cent fo 1 
securing procurement credit and incu* 
subsides for obviating an undue rise in 
the cost of servicing buffer stocks by the 
Food Corporation of India. This cost is 
bound to be heavy as against outstanding 
food credit of Rs 2115.58 crores on 
December 10, 1976, refinance provided by 
the Reserve Bank accounted for only 
Rs 631.20 crores on the same date. It car 
be expected that this borrowing from thti 
Reserve Bank will be completely repaid ii: 
the next 12 months if no further expansioni 
takes place in the coming months on a 
sizable scale. But this situation can arise 
only if there is complete liberalisation 
of restrictions on movement of foodgraini! 
or there is a drop in output. The second 
development is not desirable as the 
momentum gained in 1975-76 will be lost 
if a big drop in output takes place sub¬ 
sequently due to distress selling in surplus 
areas or inadequate procurement buying. 

It appears however that the performance*! 
of 1975-76 may not be repeated in 1976-77 
though it will be necessary to add to 
buffer stocks, even if aggregate product 
tion turns out to be 112 to 114 millioi^ 
tonnes. The expectations of preventing 
big increase,in food credit with a recyc¬ 
ling of funds already locked up in buffer 
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stacks may not materialise a9 it may-ba* 
come imperative to add' tostoeks by three 
tofbur miUtoii tonnes. 

The fcototmdrums relating to food pro¬ 
curement tend maintenance of buffer 
stocks have therefore to be properly 
solved and some clear-cut policies have to 
be devised for financing procurement oper¬ 
ations on a much cheaper basis than has 
been attempted so far. It may be argued 
that the impact on money supply may be 
different if completely owned funds are 
used for financing procurement purchases. 

! But as stated earlier it should not be over¬ 
looked that even if bank funds or bud¬ 
getary resources are utilised, the injection 
of purchasing power into sections of com¬ 
munity which have unsatisfied needs will 
have different connotation than if bank 
credit was diverted to other directions. 

non-food credit 

It is here that there has to be a proper 
understanding of the big increase in the 
non-food credit in the first 11-J- months of 
1976. It is quite probable that the in¬ 
crease in credit was on account of an 
increase in stocks of steel, heavy chemi¬ 
cals. cement and other items and also due 
to expanding activities of the public sector 
undertakings. In that event the build¬ 
up of inventories cannot have an infla¬ 
tionary consequence. On the contrary they 
arc symptoms of persistence of recession¬ 
ary trends in some directions and it 
should not be overlooked that a more 
'difficult situation would have arisen if a 
spurt in exports had not absorbed a good 
part of the increase in the output of some 
Industries. 

It has also to be remembered that the 
Reserve Bank has not been called upon 
to extend large assistance to member banks 
for meeting the needs of industry and 
trade. In fact, a good proportion of the 
amount borrowed from the Reserve Bank is 
on account of refinance against procurement 
credit—Rs 631.20 crores out of aggregate 
borrowing of Rs 847.87 crores—on 
December 10. 

The banking system has managed 
to meet the needs of its constituents to 
& large extent even after complying 
with die directives of the Reserve Bank 
fairly satisfactorily only because there was 
a big rise in deposits by Rs 2688.83 crores 


during the-period under reference against 
only Rs 1602.33 crores in the corres¬ 
ponding period in 1975. There* has only 
been a small increase in borrowing from 
the Reserve Bank by Rs 49.44 crores while 
cash balances have risen to the extent of 
Rs 397.43 crores against only-Rs 88.19 
crores and investments Rs 586.37 crores 
against Rs 276.16 crores. The reduction 
in refinance for food credit, the immobi¬ 
lization of cash balances with an increase 
in the reserve ratio by two per cent and 
the need to observe a high statutory 
liquidity ratio of 33 per cent had put 
banks in a straitjacket at the end of 1976. 

The promised mid-season review in the 
next few weeks may lead to a better 
understanding of outstanding issues. But 
it is well to remember that the increase in 
prices in some directions is du6 to shor¬ 
tages of edible oils and raw cotton and 
the unhelpful policies of some state 
governments in the marketing of these 


Tar central government took an unex¬ 
pected decision to raise additional 
resources for Rs 110 crores through the 
issue of two new loans just before the 
close of 1976 mainly to relieve the scar¬ 
city of gilt-edged securities even though 
its ways and means position was quite 
comfortable. As the collections against 
advance tax dues were quite considerable, 
it was even possible to cancel ad hoc 
securities to some extent and also main¬ 
tain large cash balances with the Reserve 
Bank. In view of the difficulties experi¬ 
enced by the scheduled commercial banks 
in adhering to the higher cash reserve 
ratio and reducing the outstanding 
amount against refinance of procurement 
credit, on the basis of the new formula, 
it had been hoped that new loans would 
not be issued earlier than January- 
February. 

The monetary authorities however 
have been insisting on cash balances being 
maintained at the desired levels by mem¬ 
ber banks and the statutory liquidity 
ratio also could not be diluted. In actual 
practice of course it has been found 


crops outside their regions. The inflow of 
remittances also cannot have had a dele¬ 
terious effect as those receiving them have 
not added to inflationary pressures in the 
manner expected. The build-up of 
residual balances with banks has of course 
been used for expanding credit mainly 
for productive purposes. 

The answer to this type of inflation now 
being experienced lies in large enough 
imports of commodities in short supply 
and the adoption of selective credit 
controls and not a blanket ceiling on all 
credits. There should also be a lowering of 
interest charges on advances even without 
a reduction in deposit rates. It will be 
interesting to know how government and 
the Reserve Bank act in this new situation 
as even experts in their ranks are not 
quite convinced of the efficacy or desir¬ 
ability of their actions and the need for 
flexibility in approach has been recog¬ 
nised. 


difficult to comply fully with the new 
directives as there was a big drop in cash 
balances of the scheduled commercial 
banks with the Reserve Bank during the 
week ended December 17 even with a 
sharp increase in borrowings from the 
latter. It would require a big effort to 
make adjustments on all sides even by 
investing sizably in new loans. How the 
individual banks had complied with the 
statutory obligations and also observed 
new directives at the end of 1976 will be 
known only from the balance sheets for 
that year? 

There was, however, an anomalous 
situation in the money market in the 
latter half of December as banks had to 
invest fairly large amounts in government 
and approved securities even in the face 
of an unsatisfied demand for funds from 
their constituents. This was because fresh 
deposits had been mainly used in earlier 
weeks for augmenting cash balances and 
meeting the seasonal increase in credit. 
There was also a desire to avoid fresh 
borrowing from the central banking 
institution. The advances from this 
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source were even reduced for a time 
though, as stated earlier, it became 
necessary to borrow heavily during the 
week ended December 17 in order to 
complete advance tax payments. . 

The lists for two new loans having a 
notified amount of Rs 110 crores were 
easily oversubscribed as the Life 
Insurance Corporation and provident 
funds had investible funds and the 
scheduled commercial banks too had to 
take up fairly large parcels of these loans 
for avoiding a noticeable decline in the 
statutory liquidity ratio. The central 
government could thus borrow with ease 
in the third tranche and the terms were 
even more favourable from its point of 
view. The medium long dated 1993 loan 
carrying interest at six per cent is being 
issued for the third time. The first floata¬ 
tion was in July 1975 when the issue price 
was fixed at Rs 98.50. In October this 
year the same loan had an issue price of 
Rs 99.25 when it was reissued. The long 
dated 6 1/2 per cent 2003 loan was offered 
for public subscription for the first time 
in July last year. In the same month in 
1976 however the 6 1/2 per cent loan had 
a maturity date in 2000 with the issue 
price at par. In October, the duration 
was increased to 26 years with no change 
in the interest rate or the issue price. It 
was only in December that the 6 1/2 per 
cent 2003 loan was reissued for the second 
time. In view of the higher current and 
redemption yields, there has been greater 
response from institutional investors for 
this loan. 

target exceeded 

The mobilisation of Rs 110 crores in 
the third phase has enabled the central 
government to exceed substantially the 
target for net borrowing through open 
market loans in 1976-77. The budget 
estimates provide for gross borrowing 
of Rs 810 crores and net borrowing of 
Rs 535.06 crores after redeeming two 
maturing loans for Rs 274.94 crores. The 
conversion of 4 1/4 per cent 1976 loan 
was successfully completed in July 1976 
and the unconverted portion was repaid 
duly on the redemption date. The 2 3/4 
per cent 1976 loan outstanding to the 
extent of only Rs J4.78 crores was repaid 
fully in cash on September 16, 1976. In 
the first phase the gross subscriptions in 


respect of three loans amounted to 
Rs 523.79 crores, the net amount raised 
was Rs 263.63 crores, and after funding 
the maturing 4£ per cent loan. In the 
second phase cash subscriptions were 
Rs 303.68 crores in respect of two loans 
and the net amount raised could be said to 
beRs 288.90 crores, as the per cent loan 
had been repaid earlier on September 16, 
1976. In the third tranche the amount 
mobilised was Rs 110 crores. Aggregate 
gross borrowing has thus exceeded com¬ 
fortably the budget estimate by Rs 127.47 
crores and the net borrowing by the same 
amount to Rs 662.53 crores. This com¬ 
pares very favourably with the perfor¬ 
mance of 1975-76 when the net amount 
raised was Rs 453.42 crores. Indeed the 
receipts through open market loans in 
1976-77 may be said to constitute an all- 
time record. 

the strategy 

The question is what should be the 
strategy for this purpose. The central 
exchequer is not in need of additional 
funds for Plan purposes as tax collections 
through indirect and direct taxes have been 
extremely satisfactory. On the basis of the 
revenues for the first seven months the 
budget estimate might be easily exceeded 
by Rs 500 crores on revenue account while 
even on present reckoning capital receipts 
may be higher by Rs 300 crores, in all by 
Rs 800 crores on both accounts. The 
supplementary demands presented to 
Parliament so far do not call for a net 
increase in Plan and non-Plan expenditure 
of more than Rs 133 crores. It is quite 
likely that fresh supplementary demands 
may be made during the budget session in 
February. Even so, the ‘over-run’ in Plan 
and non-Plan expenditure may not be more 
than Rs 400 crores particularly as it is 
probable that Plan outlay may not exceed 
the target. There is therefore the happy 
prospect of the budget estimate of Rs 327 
crores relating to the overall deficit not 
materialising. 

It can, however, be safely said that the 
Finance ministry is in a highly comfortable 
position and an attempt may be made in 
the closing weeks to effect even advance 
payments to state governments, if in parti¬ 
cular directions it was found that the pace of 
Plan implementation had been held up due 
to inadequacy of resources at state levels. 

The Reserve Bank will nevertheless feel 


compelled to raise additional loans as the 
scheduled commercial banks alone may 
have to invest about Rs 250 crores before 
the end of March in government and 
approved securities with fresh additions to 
deposits of Rs 750 crores in three months. 
If an extremely conservative policy is 
adopted a big funding of ad hoc securities , 
may be attempted. These operations usually 
take place in February/March every year. 
On the last occasion, in January 1976, 
ad hoc securities for only Rs 100 crores \ 
were converted into terminable loans, i 
There may be funding of larger amount 
of Rs 200 crores in February 1977 as the 
holdings of Reserve Bank have got consi¬ 
derably depleted through net open market 
sales. It may also be possible to effefet 
reissues for securing cash subscriptions to 
the extent of Rs 100 crores. In that event 
the central government will be benefited 
by the fourth tranche of borrowing and 
there will be no dearth of resources. 

In view of the vastly expanded capacity 
of the gilt edged market and the likelihood 
of fresh additions to deposits of commer- ■ 
cial banks being of the order of Rs 3600 
crores in 1977, these banks alone can invest 
freshly Rs 1200 crores in government and 
approved securities. Even if the share of 
the centre is taken at Rs 750 crores, net 
borrowing can be easily Rs 900 crores or 
even Rs 1000 crores, taking into account 
also the share of investible resources of 
Life Insurance Corporation and provident 
funds. 

increased Plan outlay i 

There will of course be need for 
additional funds as Plan outlay is proposed 
to be raised to Rs 9500 crores or Rs 1600 
crores more than the current financial year 
but credit can be taken for Rs 300 crores 
from foreign balances and there will also be 
an increase in tax revenues and other 
capital receipts. It will thus be possible 
to meet larger Plan expenditure through 
borrowed funds and the opportunity for 
streamlining the tax structure should not 
be missed. If the readjustments in taxes 
and an increase in Plan outlays lead to 
higher levels of consumption and increased 
production is easily absorbed, the collec¬ 
tions through direct and indirect taxes also 
may be gratifying. The new developments 
in the gilt edged markets and the budget 
proposals for 1977-78 have therefore 
special significance. 
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Friedman and his contribution 

P. K. Bhargava to economic thought 


The author, who is Reader in Economics, Banaras Hindu University, 
brings out the major differences between the Keynesian revolution 
and the Monetarist revolution. It may be recalled that 
Prof. Friedman was awarded Nobel Prize in Economics last year. 

The award of the 1976 Nobel Prize in 


Economics to Professor Milton Friedman 
of the Chicago University is clearly a 
recognition of the importance of monetary 
policy and of ‘Monetarist Revolution’. 
It is well-known that the Keynesian 
revolution during the 1930’s and in later 
years highlighted the importance of 
fiscal policy over monetary policy to 
achieve the desired objectives of the state 
and to prevent the destabilising influences 
resulting from boom or depression. The 
Keynesian belief was that skilled handling 
of fiscal instruments such as taxation and 
public expenditure could bring abojt 
desirable success so far as set objectives 
of economic policy were concerned. These 
ideas were repudiated by Professor 
Friedman who focussed attention on 
the importance of the quantity of money 
in circulation and suggested that the 
measures to control the economy should 
be chalked out from that direction. 

importance of money 

It may be noted here that the General 
Theory also recognised the importance of 
money in increasing the level of income 
and output in an economy under certain 
situations. According to Keynesians, 
monetary authorities could influence the 
level of investment through variations in 
interest rates by changing the quantity of 
money. However, from their own view¬ 
point this is true to a certain extent only 
because once the situation of liquidity 
trap is reached, whatever expansion may 
be there in money supply by the mone¬ 
tary authorities there would be no impact 
on interest rate as all the extra money 
created by the monet iry authorities would 
be caught up into this trap. Liquidity 
trap is thus a cause of ineffectiveness of 
monetary policy. Moreover, on the basis 
of investigation some pointed out that 
the rate of interest was not a major 


determinant of investment. Indirectly it 
meant that monetary policy would help 
neither fighting a depression nor control- 
ing inflation effectively. As such, during 
the thirties and most part of the forties 
it was believed that fiscal policy was 
suited most to control instability in an 
economy. 

One of the most important contribu¬ 
tions of Professor Milton Friedman is the 
revival of the quantity theory of money. 
In 1956, there appeared under Professor 
Friedman's editorship a most important 
volume entitled Studies in the Quantity 
Theory of Money which was the product 
of the Workshop in Money and Banking 


POINT 

OF 

VIEW 


at Chicago. The significant of this volume 
was that it signalled the re-cmcrgence 
of the quantity theory. Contrary to the 
orthodox version of the quantity theory 
of money, the revised version emphasises 
the relationship between changes in 
money stock and variation in money 
national income. It is thus a theory of the 
determination of money national income. 
The Keynesian theory explained the 
impact of changes in money supply 
through income-expenditure relationship 
via the multiplier process. This impact on 
Gross National Product (GNP) could 
either be in terms of physical output or 
through prices or through some combina¬ 
tion of the two. 

However, the actual impact will depend 
upon the extent of unemployed resources 
available in the economy. In contrast 
to Keynesian analysis, the revised version 
of the quantity theory clearly points out 


that the relationship between the money 
stock and the resulting changes in GNP 
are much more predictable. Further, the 
Keynesian belief that in the situation of 
liquidity trap changes in money stock 
exert no effect on GNP is clearly denied 
by the Friedmanites. They emphasise that 
the impact of changes in the volume of 
money on output or prices will depend to 
a large extent upon the time period 
employed. It is also asserted that changes 
in volume of money may cause movements 
in interest rates, output and employment 
in the short run only; they will approach 
their natural level in the long run in¬ 
dependently of the volume of money. In 
this sense the revised version closely 
resembles the traditional quantity theory 
but in a much more sophisticated 
manner. 

revised version 

Another important aspect of the revised 
version of the quantity theory is that 
money is treated as one of the various 
assets which people like to hold. In this 
sense the demand for money is a problem 
in capital or wealth theory, concerned with 
the composition of the balance-sheet or 
portfolio of assets. Contrary to the 
Keynesian view that demand for money 
largely depended on precautionary and 
speculative motives, Friedman shows that 
the most important elements influencing 
the demand for money arc the rates of 
return on money and other assets, both 
real and financial, the level of permanent 
income and the ratio of non-human to 
total wealth. 

The modern approach also draws atten¬ 
tion to the fact that whereas the above 
variables arc normally subject to slow 
change overtime, the supply of money 
may experience abrupt changes. Again 
the velocity of circulation of money far 
from being constant as was tacitly assum¬ 
ed in the traditional approach, the revised 
version emphasises that it will respond to 
significant changes in a predictable and 
rational manner depending upon the be- 
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h&viour of the above variables. Thus for 
instance, an increasing expectation of 
inflation would imply that people would 
like to reduce their money holdings which 
means that the velocity would rise. 

However, the changes in the velocity of 
circulation of money would be gradual 
because the above variables on which it 
depends are subject to slow change over 
Jime. If the velocity of circulation of 
ynoney is subject to gradual change over 
ftime whereas the supply of money may 
(rise and fall rapidly, it clearly implies that 
jthe demand for money is independent 
v of its supply. The independence of 
Jdemand and supply is an essential tenet of 
the revised doctrine. From the above, it 
also follows that the demand for money 
may not show great variations in com¬ 
parison to the supply (which may 
[experience considerable fluctuations); then 
[the changes in the value of money—which 
[are to be explained in terms of supply and 
"demand—are almost always supply deter¬ 
mined. 

effective substitute 

The reformulated quantity theory also 
provides a better explanation for what 
constitutes an effective substitute for ex¬ 
cessive money balances. The traditional 
theory emhasised that the only substitute 
for excessive money balances was goods 
and services; the role of financial assets 
was completely ignored. Any increase in 
money stock was presumed to be incurred 
on commodities resulting into a propor¬ 
tionate rise in prices. In contrast to this, 
the Keynesian belief was that the only 
close substitute for money is alternative 
financial assets. 

It follows that if the monetary authori¬ 
ties increase the supply of money exces¬ 
sively, people would be induced to buy 
financial assets due to a fall in the rate of 
interest. A fall in the rate of interest 
would render money holding more attrac¬ 
ts and other assets less attractive until 
eventually a new equilibrium is reached 
between the actual money holding and 
desired money stock. The reformulated 
quantity theory encompasses both these 
viewpoints. Money is looked upon as a 
substitute for all assets whether real or 
financial. The immediate impact may be 
felt in financial markets but complete 


adjustment will involve commodity 
markets also. 

In contrast to the Keynesian belief that 
emphasised the interest elasticity of 
demand for money, the modem quantity 
theorists try to show the interest inelasti¬ 
city of demand for money. They can then 
claim that the rigid quantity theory holds. 
The increased stock of money in an 
economy would exert its influence fully 
on commodity market and on GNP only 
when the demand for money is interest 
inelastic. The Friedmanites are seeking 
empirical evidence to show that interest 
elasticity of demand for money is zero or 
nearly so because they emphasise a 
broad association between money (M) 
and GNP; although they themselves 
believe that it is too difficult to show 
precisely what processes within the econo¬ 
my connect changes in M to changes in 
the GNP. 

In this counection, it is interesting to 
point out that Friedman and Meiselman 
in a study covering the period 1897-1958 
found that the quantity of money provi¬ 
ded a better explanation of the GNP than 
the multiplier did, except during the 
1930’s. This gave some relief to the 
Keynesians who could argue that 1930's 
was the period which Keynes’s theory was 
primarily intended to explain. It may, 
however, not be easy to exactly quantify 
the relationship between the quantity of 
money and GNP but the modern quantity 
theorists do seem to have shown that 
money supply is a major factor leading to 
fluctuations in income. 

uncertain time period 

Professor Friedman and most of the 
adherents of the modern quantity theory 
are opposed to discretionary monetary 
policy because of the alleged instability of 
anti-cyclical monetary policy. The Fried¬ 
manites believe that discretionary changes 
in the volume of money cannot be used 
even as a viable instrument of short-term 
stabilisation policy mainly because of the 
uncertainty regarding the time period or 
the lags involved for those measures to be 
effective. 

Hence, Professor Friedman through his 
•New Monetary Rule* suggests that the 
stock of money should be increased year 
after year by certain percentage irres¬ 
pective of cyclical needs. It is at once 


clear that New Monetary Rule is cyclicall 
neutral. However, it should be clarifie 
why Friedman stresses the rule in 
cyclically neutral fashion though hi 
avowed intention is to maintain stability 
This should not be regarded as a pan 
dox because business cycles are certainl 
not useful according to Friedman but k 
thinks that they are inevitable and cannc 
be eliminated altogether. While he admii 
that, “Monetary policy can contribut 
offsetting major disturbances in th 
economic system arising from othc 
sources”* he quickly adds that, “th 
potentiality of the monetary policy i 
offsetting other forces making for insU 
bility is far more limited than is com 
monly supposed.”** 

corrective responses 

In addition he also believes that bus; 
ness fluctuations will be within fair! 
narrow limits because of the spontaneou 
corrective responses if the money behave 
properly. This implies that the mone 
stock should be increased according t 
the needs of an expanding economy an 
the monetary authorities should nc 
permit the money stock to outpace th 
increase in national income. 

The Keynesian revolution advocate 
that the monetary authorities shout 
always focus their thinking on the pro 
blem of unemployment, it being th 
supreme evil in any economy. The mud 
accepted view that mild inflation can cur 
unemployment has been repudiated b 
Professor Friedman who believes tha 
inflation can help in solving the probler 
of unemployment only in the short rui 
and not in the long run. In other words 
a Phillips curve which shows a link bet 
ween the level of unemployment and th 
rate of wage increase can be drawn onl; 
for a given state of inflationary expecta 
tions and in the long run it will be verti 
cal. This happens because in the long rui 
there is a natural rate of unemploymen 
which exists in spite of a balance betweei 
real demand and supply factors in th 
labour market and neither monetary no 
fiscal policies can correct the situation. 
Finally, Professor Friedman has signi 

* Milton Friedman. ‘The Role of Monetar 
Policy,' American Economic Review, Marc 
1968, p. 14. 

** Ibid., p. 14. 


■aothrn economist 


9 


JANUARY 7 , 1977 



ficantly contributed to the theory of 
consumption function by stating that 
consumption is determined by ‘permanent 
income’ and it is a constant proportion 
of it. 

The Keynesians had emphasised that 
consumption is a function of post-tax 
income and that consumption could be 
significantly influenced by altering the 
disposable income through the use of 


fiscal instruments but this is clearly 
denied by Professor Friedman. 

The theoretical implication of the new 
theory of cousumption function is thus 
to weaken the case for fiscal policy in 
general and in particular the reliance on 
personal income-tax as a counter-cyclical 
device. It may, however, be emphasised 
here that the actual ‘measured’ income 
for any individual or economy, consists 


of the sum of permanent and transitory 
components. Hence, transitory |ncome 
must also influence consumption but 
this is clearly denied by Friedman who 
assumes that transitory income will have 
zero effect on consumption i.e., it will all 
be saved. In everyday life, especially 
in developing countries the behaviour 
of consumers need not necessarily 
be so. 


Impact of irrigation on food output S. K. Tulsi 


In this article an attempt has been made to show that expansion of 
irrigation facilities for one hectare of land has been accompanied by 
an increase of the order of three tonnes in foodgrains output, 
mostly in the shape of cereals. Farmers have not found it 
profitable to use additional irrigation for the production of pulses. 

It is now widely recognised by planners The main objective of this article is to 
and development scholars that setback assess how expansion in irrigation facili- 
to food output during the developmental ties and additions to grain output have 
effort gives rise to serious problem of bsen related with each other. An attempt 
inflation in poor countries where food is has also been made to show that the 


may be fruitful for decision makers. Thus 
relating temporal changes in foodgrain 
output to temporal changes in irrigatior 
facilities would yield statistical relation¬ 
ship, whereby one can infer marginal 
increase in grain output from pwen ex¬ 
pansion in irrigation. Though such grain 
increase* are not strictlv du? to irrigation 
alone, one can interpret them as follows. 


the principal wage good. This type of 
inflation cannot be effectively curbed 
through mere fiscal and monetary res¬ 
traints. Before long, price expectations 
are formed, with the result inflation feeds 
on itself. Finally the very process of 
development comes to a grinding halt, 
not to mention the deleterious inequali¬ 
ties brought about in the society by such 
inflation. 

insurance against vagaries 

Irrigation provides both protection 
against any slideback in food output due 
to the vagaries of the rains and a power¬ 
ful means for augmenting food output. 

It is ' ur only guarantee against arms 
twisting in the international arena where 
food is becoming a political weapon in 
the hands of the major grain supphersin 
the woild market. Thus developing 
countries cannot play their due role in 
world affairs so long as they are vulner¬ 
able to the rains as well as tho grain 
suppliers of the world. If is in this politi¬ 
cal context that the expansion of irriga¬ 
tion facilities in India has lately acquired 
added significance. The irrigation port- 
folia has been rightly tr* from 

the Power ministry to the Viniculture 
ministry at the centre, and as a matter 
of fact, the rate of expansion of irrigation 

C icilities has almost been doubled. & 

i 
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expansion in irrigation facilities tends to 
increase production of cereals as compared 
to pulses. In the light of such knowledge 
one may be able to predict future contri¬ 
butions to grain output in the wake of 
expanded irrigation. 

far-reaching effects 

The pure impact of irrigation on crop 
output is impossible to assess in the case 
of modern agriculture. That is, it i* 
impossible to say how much of the in¬ 
crease in farm output is strictly due to 
irrigation only. It is only for traditional 
agriculture that broad norm*—such as 
irrigation per se enhances farm output or 
yield of crop by a factor of 50 per cent— 
hive any significance or meaning. For 
in such agriculture introduction of 
irrigation is not accompanied by multi¬ 
tude of other on-farm changes such as 
use of HYV seeds, fertilizers, weedicidci, 
pesticides etc. In modern agriculture 
availability of irrigation brings about 
far-reaching changes in the use of chemi¬ 
cal fertilizers, cropping pattern etc. 
Therefore, it would be logically a puzzle 
of immense dimension to figure out 
separate contributions of each of these 
factors of production to increased farm 
output in irrigated modern agriculture. 

However, useful exercises in regression 
analysis may still yield some results which 

10 


concomitant changes 

Should expansion in irrigation be 
acc >mpanied by concomitant changes in 
modern agriculture which have been 
witnessed in the past, the impact of such 
irrigation in augmenting grain output 
in the future can be worked out reason¬ 
ably with some degree of confidence. 

More precisely, we have attempted the 
following simple multiple regressions: 

Y = at+bxl+djl 

C - at' 1 b/J 1 d*'R 

P ------ at'+b/I+d/R 

where : 

Y is the output of foodgrains. 

I is gross area irrigated. 

C is the output of cereals. 

P is the output of pulses. 

R is weighted actual rainfall. 

The regression results relate to the j 
period 1955-56 to 1971-72, for which time 
series data are readily available. Food- 
grains consist of cereals and pulses, which 
are measured here in tonnes. Irrigation 
facility is measured in terms of gross 
irrigated area under all crops. It may 
be pointed out that nine-tenths of the 
irrigation resources in this country are 
used for raising foodgrains. Rainfall is 
measured in millimeters. It is a weighted 
average of actual rainfall in various parts 
of India excluding the union territories. 
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The weight used is net area sown for each 
state for different years. 

On the basis of the data available the 
^following regression equation has been 
obtained: 

Y * —24,026+2.99 1+13.30 R . .(1) 
(—1.529) (8.303) (1.759) 

Here the values given in the parentheses 
aig^t-values respectively. The coefficient 
of multiple determination of this equation 
is pretty high, namely, 0.83. However, 
only the coefficient of irrigation variable 
is statistically significant, with a t-value 
of about 8.30. 

Hoping against hope, it was attempted 
to introduce fertilizers (F) as an additional 
^explanatory variable, but ended up with 
r disconcerting results. The regression 
. equation so obtained was as follows: 

Y - —18,155 + 8.52 1+27.05 R 

—30.39 F ...(2) 

(—2.964) (4.022) (3.294) (-2.633) 
Though the coefficient of determination 
(R 2 ) improved to .89, the negative coeffi¬ 
cient of fertilizers did not evidently make 
sense. Introduction of fertilizers garbled 
\up the results because this variable bore 
4 high multicollincarity with irrigation 
(r = *98). However, this brought out 
how irrigation variable was accounting 
for the contribution to grain output from 
fertilizers as well. 

Further taking into account the impact 


of irrigation expansion (I) on cereals (C) 
and pulses (P), the following regression 
results were obtained: 

C = —31108.54+2.96 1+10.67 R . .(3) 
(-2.39) (9.81) (1.69) 

P - 8493.68+.009 1+2.44 R . .(4) 
(2.34) (.11) (1.40) 

Tn equation (3), the coefficient of irriga¬ 
tion obtained was 2.96 with t-value 9.81. 
This showed that one hectare increase in 
area irrigated tends to increase the pro¬ 
duction of cereals alone by 2.96 tonnes 
which is almost equal to the total increase 
in foodgrains output due to one hectare 
increase in gross area irrigated. Tljus it 
is realised that with expansion in irriga¬ 
tion, there is increased bias towards culti¬ 
vation of cereals. 

In regression equation (4), the coeffi¬ 
cient of irrigation was considerably low, 
namely, .009 with t-value .11. The coeffi¬ 
cient of multiple determination was also 
very low (.129) which was an indicator of 
almost negligible contribution of irriga¬ 
tion expansion to the production of 
pulses. The prices of pulses had risen 
steadily over time because of stagnant 
production. On the other hand there was 
a relative decline tn the prices of cereals 
to pulses at a rate of 7.09 per cent because 
of the increase in the yield of cereals to 
pulses at a rate of 1.8 per cent. 

Thus, irrigation expansion during 


1955-72 by one hectare was accompanied 
by an additional grain output of about 
2.99 tonnes. Of course in the same period 
fertilizer use shot up steadily from .16 
million tonnes in 1955-56 to 2.6 million 
tonnes in 1971-72. 

Moreover, it is known that yield-raising 
things happened in this period: advent of 
HYV seeds of wheat, maize etc, streng¬ 
thening of agricultural extension services, 
movement of terms of trade in favour of 
the farm sector, etc. Whether irrigation 
facilities being created now would con¬ 
tribute as much as 2.99 tons per irrigated 
hectare would depend on concomitant 
changes in the above yield-raising factors. 
To a large extent, such changes follow in 
the wake of irrigation whenever irriga¬ 
tion is a limited factor in undertaking 
intensive modern agriculture. But cons¬ 
cious efforts by the government can 
hasten these changes. For example, 
credit requirements of irrigated agricul¬ 
ture are far greater than those for un irri¬ 
gated agriculture. If farmers are left to 
themselves, they would take a long time 
to accumulate internal savings for meeting 
their short-term credit needs. Surely, pro¬ 
vision of liberal credit along with irriga¬ 
tion availability would make increased 
contribution to farm output in the initial 
stages of irrigation. 
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Interview : Simon Kuznets 


Economic growth of 

developing countries 


Economic development is a complicated phenomenon that involves many 
interrelated elements, according to Nobel Prize-winner economist Simon 
Kuznets. 11 But let's not make it too complicated, in the sense of encouraging 
a degree of helplessness", Professor Emiritus Kuznets of Harvard University 
said in an interview with John J. Harter . lt There is a certain give and take 
In the matter . No country will achieve economic growth with complete 
efficiency. There are always errors, there will always be some waste. But 
by studying the established record of modern economic growth , developing 
countries can learn to reduce the costs and hasten the process of economic 
development" Professor Kuznets won the Nobel Prize in 1971 shortly 
after publication of his two best known books, Economic Growth of 
Nations and Modern Economic Growth . Following are excerpts 
from the interview: 


Question. What causes economic growth'! 
What does it involve ? 

Answer. Modern economic growth—that 
which has occurred in today’s more highly 
developed countries since about 1800— 
has essentially involved a very substantial 
rate of annual increase in per capita aggre¬ 
gate product, despite the fact that popula¬ 


Q. Do you consider modern economic 
growth as a different phenomenon from 
the kind of economic progress that occurred 
before 18001 

A. Most of the historical economic data 
we have deal with modern economic 
growth, but we do have some hard infor¬ 
mation-even statistical data—on the pre¬ 


WINDOW 

ON 

THE WORLD 


tion also increased much more rapidly 
during the same period than before. Tech¬ 
nological progress and innovation—the 
application of new knowledge to the pro¬ 
duction of goods made modern economic 
growth possible. But the increase in 
technological capacity was only the neces¬ 
sary, not sufficient condition. In addition, 
traditional social and economic institu¬ 
tions had to be modernised to facilitate 
the more efficient application of the new 
knowledge to production problems. 


modern period. From all this, we find 
that the rate of modern economic 
growth is much greater than the 
rate of growth throughout history up 
to the 19th century. From this, we con¬ 
clude that the factors * that determine 
modern economic growth must be quite 
different from those that dominated eco¬ 
nomic growth earlier. 

Q. But modern economic growth prin¬ 
cipally involves an acceleration and an 


intensification of economic forces and 
processes that previously existed ? 

A. Well, there are large quantitative 
differences—so large that they sometimes^ 
amount to qualitative differences. After 
all, “knowledge” is a cumulative heritage 
of human experience, going back for 
centuries, or even millenia- But the rate 
at which knowledge has accumulated in 
modern times and the increasing efficiency 
with which it has been applied to produc¬ 
tive power are so vastly greater than in 
earlier stages of history that they define 
a new epoch. 

Q. Are all countries affected by modern 
economic growth ? 

A. It also affects developing countries. 
But the fact that they are less affected is 
why we define them as less developed. 
One cannot understand what is going on 
in these countries - what has been going 
on, and what is likely to go on in the 
future—without recognising that they all 
bear the imprint of modern technology*. 
Some good results from this, but also 
some problems are created 

For example, the very sharp decline in 
the rate in developing countries essentially 
results from modern technology. This has 
occurred largely since World War-II, prin¬ 
cipally because medical technology has 
achieved a breakthrough in the control of. 
several infectious diseases. A limited input 
of scarce material resources now permits 
the virtual removal of diseases that were 
traditional scourges. And since the birth 
rate did not follow this decline in death 
rates, the technological advance ha$ 
accelerated the growth of population. 
This is a conspicuous example of the 
elective impact of modern technology on 
developing countries—one that has mul- 
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tiplied the number of their inhabi¬ 
tants. 

Q. In what ways are the developing 

* countries not caught up in this over-all 
process of modern economic growth ? 

A. When you look at the agriculture, 
industry, transportation, or education in 
these countries, for example, you find only 
a small nucleus or enclave that reflects 
modern technology. So you have two 
sectors in these countries, existing side 
by side. A very small modern sector, 
which tends to be isolated, and a much 
larger traditional sector. And there is not 
sufficient interaction between the very 
different technologies found in these two 

* sectors. 

Q. What can and should he done to 
rectify these imbalances ? 

A I think the principal responsibility 
here must rest with the developing coun¬ 
tries themselves. Generally speaking, the 
developing country can choose from a 
stock of modern technology that exists in 
the world Often the technology used in 
the more advanced countries is too capital 
intensive to be efficient in the developing 
countries, particularly in the case of agri¬ 
culture. For example, the United States 
has developed labour saving machinery to 
use on farms because we have plenty of 
land and a relatively limited amount of 
expensive labour for that purpose. But 
this labour saving machinery is less useful 
in developing countries that have abun¬ 
dant, relatively inexpensive labour that 
„ can be used in agricultural production. 
Every developing country wants to 
develop its own capacity to use modern 
technology, and at a certain point it 
should be prepared to modify its own 
social structure and political institutions 
to do this—and to develop its own inven¬ 
tions. 

That sort of technical modification, 
which also may involve fundamental 
modifications of the structure, cannot be 
easy to achieve. Technological resources 
used in other countries may be of limited 
relevance because of local conditions. 

This is one reason foreign aid pro¬ 
grammes, on the whole, have achieved 
limited success—because the talent needed 
to adapt technological know-how develop¬ 


ed in one country to conditions that exist 
in other countries is extremely rare. 

Q. The developing countries put a great 
deal of emphasis on the need for techno¬ 
logical development , but they talk mainly 
in terms of the need to import technology 
Are you saying they should develop more 
capacity to innovate technology 1 } 

A. They must impprt technology to 
accelerate their productive capacity in the 
short run, because they cannot wait until 
their own engineers can invent it or at 
least modify the technology generally used 
in the more advanced countries. But as 
they adapt imported modern technology, 
they must develop their indigenous tech¬ 
nical skills. I think one of the most im¬ 
portant steps a developing country can 
take toward modernisation is to develop 
technological and inventive talent among 
its own people. 

Q. Could you explain just what kinds of 
technology are particularly needed in the 
developing countries ? 

A. Well, take a look at a country that 
is now industrialised—one that began to 
develop its economy, really, laic in the 
19th century—namely, Japan. Jn the 
1870's this country had a technological 
base that was far behind that of other 
developed countries. But then the process 
started when the Japanese government 
began to import modern technology. It 
sent people to the United States and 
Europe to study and buy machinery and it 
began to set up modern factories that 
were originally staffed by foreign engine¬ 
ers. But pretty soon Japan discovered 
that it could not follow' the pattern of 
modern industry in other countries, 
largely because its own social patterns - 
especially its labour relations system and 
resource endowments were quite diffe¬ 
rent from those in the more developed 
countries. So the Japanse began to develop 
certain types of machinery that were 
particularly appropriate for the kind of 
simple production they needed. Spinning 
mills, for example, became more efficient 
in Japan. And they began to develop fish 
ponds to supplement the food produced 
on their farms. The idea here was to 
make better use of the time the farmer 
had at the end of his day. These were the 
kinds of steps that had no precedent in 
the United States or Europe. 


Then when Japan began to set up heavy 
industry it sought to economise on capital, 
as by importing second hand machinery, 
for example. Still later, when they began 
to supply their people W'ith more and 
better goods, they retained traditional 
types of housing, clothing and other 
items. Utilising a unique technology that 
took special advantage of the resources 
available to Japan at that time. 

Throughout all this, they gradually 
improved their technology, utilising 
limited but increasing amounts of 
mechanical power and relatively large 
but decreasing amounts of labour. That 
approach—bringing in modern technology 
piecemeal to supplement and modernise 
the traditional economy—was a source 
of considerable strength to Japan. 

Q. Can you say , in general terms , what 
kinds of technologies are most suitable 
to the needs of developing countries ? 

A. The term “developing country” 
covers a tremendously wide range of 
countries a far wider range than the 
term “developed countries”, whose eco¬ 
nomic similarities reflect similar tech¬ 
nological patterns of development. 

In fact, when you speak of developing 
countries, you are speaking of most of 
the world. Their present condition results 
from historical developments that go 
hack for centuries. Until quite recently, 
historically speaking, they lived in isola¬ 
tion from the rest of the world and from 
each other. This means that they evolved 
with different institutions, traditions and 
cultures. And they range in size from 
countries like China and India that have 
populations of several hundred million 
to some of the very .-mall sub-Sahara 
African countries. And yet certain types 
of production embodying modern techno¬ 
logy may be suitable for the bigger— 
not the smaller—countiie^ So any 
generalisations regarding the technology 
appropriate for all developing countries 
may be misleading when it comes to 
specific applications. 

Q. Would you say an important part of 
the economic growth process involves up¬ 
grading the quality and variety of the labour 
force , especially with respect to the mana¬ 
gerial and technical personnel , that might 
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InstruncirtaMn Limited 

won't sell 

one instrument to Malaysia 


It's quite simple: the PRAI power station of Malaysia 
requires a total process control instrumentation 
system—not just bits and pieces of equipment. And 
a total instrumentation system, on a turn-key basis, 
is what Instrumentation Limited will supply there— 


an order valued at nearly 10.7 million Malaysian 
dollars. A reaffirmation of the satisfaction nenerated 
by IL's thoroughness in executing the fi rat c. Or for 
the Tuanku Abdul Ja'afar Power 



This order for the PRAI power 
station from the National Electricity 
Board, Malaysia, comprises an 
integrated instrumentation system 
for three units of 120 MW each. 
Our success in Malaysia in the face 
of tough competition from manu¬ 
facturers the world over, some with 
more than 100 years of experience, 
is a tribute to our competence. 
Today, we have a wide product 
range. A range that has. evolved 
from a series of technical collabo¬ 
rations—with the USSR, and 
manufacturers of world repute like 
Yamatake-Honeywell, George Kent 
and Hartmann & Braun. To meet the 
requirements of power, steel and 
metallurgical plants; petrochemical, 
fertilizer, paper and other industries; 
atomic utilities, and more*. 


We provide our customers a 
satisfactory service through a bank 
of human resources capable of 
meeting challenges in design, 
manufacture of instruments, 
installation, commissioning 
and post-commissioning services. 
The essence of our strength lies in 
the quality and reliability of our 
products...even the minutest detail 
is given major attention, to make 
sure that manufactured items 
conform to their design speci¬ 
fications—in precision^, accuracy 
and sophistication. That is the 
stamp of IL today. 

Over the years, IL has contributed 
instrumentation systems worth 
4500 million rupees, and has to 
its credit the commissioning of 
these systems in more than 


24 units of power stations; various 
complexes at Bokaro, including 
Asia's largest hot strip mill; and 
several chemical, petrochemical 
and fertilizer complexes. 

Yes, our not selling one instrument 
to the NEB, Malaysia, has really 
brought the company into inter¬ 
national focus. 

The controlling core 

of core industries. 
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make judgements regarding what is 
suitable ? 

A. Yes, but “upgrading” is a big word 
—and a long process. And the timing 
and sequence of this process are very 
important, because there will be tremen¬ 
dous waste if a country expends "the 
large amounts of money required to 
train highly skilled personnel that cannot 
be suitably employed after they have 
acquired technical competence. And at 
each stage in its development, a country 
should consider which elements of its 
cultural heritage it wishes to retain and 
which it is willing to give up. It may have 
to give up some of its heritage because 
j, sonic of its institutions may be incompati¬ 
ble with a high level of production. But 
Japan, for example, chose not to give up 
its basic style of housing and other chrac- 
tcristic aspects of the historical Japanese 
experience. And India almost certainly 
would not abandon its religious legacy. 

This bias towards tradition is a source 
of strength, because it preserves a kind 
of community unity and consensus—at 
least so long as it amounts to a search 
for those elements of modern technology 
that will be compatible with a country’s 
cultural inheritance. Some production 
practices and technologies used in the 
industrial countries to increase the output 
of producer goods or consumer goods 
may be too disruptive to a society at one 
stage of its evolution but quite appro¬ 
priate at a later stage. 

Similarly, measures to stimulate a coun¬ 
try’s participation in international trade, 
or to encourage the importation of 
corporate practices and corporate orga¬ 
nisation may help a country to meet 
its people’s needs at a certain point 
in time, but not before that point is 
reached. A country’s answer to any of 
these questions should, ideally, be system¬ 
atical and take full account of the strong 
elements in the country’s heritage and the 
weak elements in it. It is very difficult to 
analyse what can be taken from the worlds 
storehouse of modern progress —the 
institutions, organisations and techno¬ 
logies—that will exercise the maximum 
positive impact at a minimum cost. 

Q. How does a developing country figure 
out its priorities? How does it know when 


it is the right time to make any specific 
investment? 

A. Ideally, such a country should be 
principally concerned with the transi¬ 
tion from its present stage to its next 
phase of economic development— not 
with the ultimate end. Let me illustrate 
with the experience of India. It should 
have been obvious to the govern¬ 
ment years ago that India was bound to 
experience a rapid decline in the death 
rate, with the usual delayed drop in the 
birth rate. The resulting population 
growth, combined with the expected 
industrialisation, would predictably raise 
the demand for food and the price of 
food, assuming a normal lag in the food 
supply. Under these conditions, invest¬ 
ment in the skills needed to raise agri¬ 
cultural productivity should obviously be 
accorded highest priority. It would have 
been logical to delay large-scale alloca¬ 
tions of scarce capital to heavy industry 
until after the over all economy had 
acquired the level of development that 
could sustain it and there has been suffi¬ 
cient success in raising the levels of agri¬ 
cultural production to provide some 
cushion in the economy. At such a point, 
the growth in the per capita demand for 
many agricultural products will slacken, 
and it would then make sense to empha¬ 
sise investment in other sectors of the 
economy. 

But there are always countervailing 
political agruments, pressing the presumed 
need of certain domestic industries that 
may not represent economically efficient 
investments, such as those that are said 
to be necessary for defence. Generally, 
the logical—the economic—sequence of 
investment should be determined by 
identifying the areas of greatest scarcity 
that appear to bottleneck other impor¬ 
tant areas of production. When these 
are overcome, government investment 
should move on to other priority areas. 

Q. You have indicated the importance of 
population growth . How do demographic 
factors interact with national development 
policy , and what kind of attention should 
developing countries give to population 
policy ? 

A. I believe that developing countries 
should permit their people to make up 
their own minds, as individuals, as to 


how many children they want, and should 
make available to everybody the tools 
of family planning. There appear to 
be some people in all countries who may 
want to limit the size of their own 
families, but lack familiarity with the 
tools. This may be a small group. The 
more effective long range approach to 
reducing population growth is to change 
conditions affecting popular attitudes 
—to bringing about recognition that 
a smaller number of children— 
educated and equipped with the skills 
required for “success” in modern 
society—may bring them greater satis¬ 
faction than a larger number of children 
poorly educated and unable to make a 
real social contribution. It is not easy to 
bring the required institutional changes, 
but they are required for—and tend to 
accompany—urbanisation, industrialisa¬ 
tion and in a world, over-all economic 
and social development. 

Q. You seem to say that a principal 
priority for a developing country should be 
to assess its own economy—to identify the 
products it is exporting, and especially 
those where exports are growing—and give 
particular priority to those sectors that 
reflect its comparative advantage ...? 

A. Yes, but 1 would add an important 
caveat—that the country should realise 
that its comparative advantage at any 
given time will not last for ever. So when 
a country invests to expand production 
in an efficient segment of its economy, it 
should keep in mind that its comparative 
advantage will shift over time. For 
example, it should consider whether 
there arc competitors on the horizon 
that may deprive it of its comparative 
advantage fairly soon. It should avoid 
over investing in such an area, especially 
if the investment is large and will have a 
long term maturity. Also, the country 
should consider whether alternative 
investments might be more fruitful—as in 
new and expanding areas of economic 
activity. 

Sweden is an interesting example of a 
small country whose comparative ad¬ 
vantage has changed almost continuously 
over the years. Its comparative advan¬ 
tage in iron ore did not last very long, 
nor did its later comparative advantage 
in raw lumber, nor its still later compara- 
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tive advantage in paper. Sweden's experi¬ 
ence here was a fairly typical pattern of 
trade for a small country—comparative 
advantage tends to fall in a short cycle. 
So a country should try to look as far 
ahead as it reasonably can, and try 
not to get caught in a situation that 
might be called export obsolescence. 

Q. You emphasise the importance of 
making discriminating judgments. But the 
tendency toward innovation and initiative — 
especially at the higher managerial level — 
is a distinctive characteristic of a dynamic 
economy . Can this entrepreneurial spirit 
be cultivated in a developing country—and 
if so , how? 

A. Entrepreneurial performance can be 
cultivated, primarily by giving it ade¬ 
quate opportunity to assert itself, and by 
rewarding it, whenever and wherever it 
exists, materially and socially. The 
creation of conditions in which society 
tenders such rewards is important not 
only because this induces a higher level 
of economic performance, but also be¬ 


cause it tends to raise the country's 
technological level. 

Q. What have we learned in the last ten 
or twenty years that can help developing 
countries to devise effective development 
strategies ? 

A. I would hesitate to list specific 
points. Rather, I should argue that we 
have learned quite a bit about why and 
how modern economic growth has occur¬ 
red in today's more advanced countries, 
and we know these lessons are in some 
way relevant to the problems faced by 
developing countries. Exactly which ele¬ 
ments of this experience are most useful 
to the developing countries is a big ques¬ 
tion. There is a lot of debate these days 
about just what they can learn from the 
striking success of Japan. But 1 think the 
developing countries will be well advised 
to encourage their people to study the 
established records and analyses of how 
developed countries evolved. And then 
they should take a good look at their own 
historical heritage and their basic situa¬ 


tion, and pick out from this array what 
they consider most relevant to their basic 
needs and what they would like to import 
from the developed countries. 

In a nutshell, we have learned that 
economic development is a complicated 
phenomenon and that it involves many 
interrelated elements. But let's not make 
it too complicated, in the sense of 
encouraging a degree of helplessness, 
there is a certain give and take in the 
matter. No country will achieve economic 
growth with complete efficiency. There 
are always errors there will always be 
some waste. But by studying the establi¬ 
shed record of modem economic growth, 
developing countries can learn to reduce^ 
the costs and hasten the process of 
economic development. Personally, lam 
very optimistic about the futute, because 
1 have seen much evidence of the remark¬ 
able capacity of the human mind and 
society to devise ways to improve the 
human experience. 

Courtesy : USIS 


Growing unemployment in Europe 

E. B. Brook 


The new year finds the European countries fighting hard to keep down 
the level of unemployment All the shipping yards are In difficulty 
and are dismissing workers # thus swelling the ranks of the 
unemployed . The golden days, says the author, remain in the future 
particularly for the United Kingdom where North Sea oil is expected 
to add some charm to the dismal economic scene . 


The US-Common Market economic rela¬ 
tions have been reverted to the conditions 
of the “chicken war” of 1963 by the 
United States’ unilateral decision to in¬ 
crease the duty on imported bulk brandy 
by two dollars a cask and on bottled 
brandy by $1.75 a gallon. This may seem 
not a little trivial but the damage caused 
by this action is that the duty increases 
reverse a relaxation of brandy duties by 
the USA in 1963 on condition that the 
Common Market gave it a concession on 
poultry, especially turkey, which the 
Market accepted. There is no question of 
Market retaliation to the duty increases 
but the US action rearouses a long¬ 
standing difference between the two trade 
areas. That astute, some say opportunist, 


member of the Market, France, is parti¬ 
cularly affected and French cognac pro¬ 
ducers are likely to be more ruffled over 
this show of tariff aggressiveness than the 
bureaucrats in Brussels. Even so, certain 
minor offers from the Market easing some 
minor aspects of its poultry imports are 
regarded as no longer valid. 

Trifling as this may appear, the two 
actions typify the sensitive, almost spiteful 
temper that has crept into Market affairs 
and made it prone to discern vicious 
competition and economic danger where 
probably none exists. The last kick from 
the Ford Administration appears to be a 
case in point. The Market’s sensitiveness 
arises largely from its slowly growing 
sense of helplessness. The Mftrfcet shows 


itself increasingly nervous of the immense 
economic reserves of the United States as 
well as of the skill and energy of the 
Japanese. Militarily, western Europe, 
despite NATO’s shield, is anxious about 
eastern Europe under the Soviet Union’s 
guidance and is, with some justification* 
increasingly defensive against its fishing 
offensive. 

Few would deny that western Europe 
faces graver economic uncertainties than 
at any time since the Arab oil embargo 
was imposed a little more than three 
years ago. The faltering recovery since 
that time in western Europe has been 
rendered less effective by its members’ • 
disparity in economic performance. It 
has been rendered aggressively defensive 
by the immense success of Japanese 
imports and is threatened anew as to its 
industrial and transport power sources by 
a new oil price. Never was the inability 4 
of the Market to take an initiative in 
mending its members’ differences more 
clearly revealed than at the summit meeting 
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at The Hague when a policy of standstill 
was found to be the only way to preserve 
a facade of unity where very little exists. 
The Tindemans report recommending 
measures within the Market to move it 
towards the European Union is about to 
be buried as an interesting intellectual 
exercise, and economic divergencies, in¬ 
cluding monetary, grow. At the moment, 
Market members retreat into their own 
difficulties to find an excuse for doing 
nothing, giving western Europe’s major 
politico-economic group a dismaying 
appearance of rudderlessness. The one 
definite statement to emerge at The Hague 
was Chancellor Schmidt’s blunt remark 
that other members’ difficulties had 
become far too great for Germany to 
undertake any new actions to help them. 
It is true that Herr Schmidt is noted for 
making unpleasant remarks unpleasantly 
and for being obstructive (the polite word 
is ‘tough’ apparently) when Germany 
anticipates a strain. His refusal to soften 
his opposition to developing countries’ 
requirements in the form of a common 
fund to guarantee commodity prices has 
spoiled the prospects of agreement on a 
common position to be taken by the 
Market in the closing phases of the north- 
south dialogue in Paris. But, however 
obstructive Herr Schmidt may be, the 
important point for west Europe at the 
present time is that he leads the pros¬ 
perous nations’ stonewalling against less 
fortunate Europeans and the developing 
world alike. 

# idle capacity 

Even Herr Schmidt cannot feel too sure of 
himself. Unemployment in West Germany 
stands at about one million in addition to 
increased figures of short-time working. 
As the IFO economic research bureau of 
Munich has revealed that about one-third 
of German industrial capacity is unused. 
To a country uncommonly dependent on 
foreign trade the decreasing expectation 
of further increases in export business is 
worrying. Managements of German manu¬ 
facturing companies have, over the last 
15 years, taken an ever more unhappy 
view of future growth and, hence, are 

' increasingly reluctant to make the large- 
scale capital investments that create 
employment. While, in 1960, 53 per cent 
of manufacturing companies gave expan¬ 


sion of capacity as the first aim of their 
capital investment, today only 12 per cent 
give that justification. West Germany is 
also being obliged to increase its grain im¬ 
ports in the coming year by as much as 1.5 
million tonnes because of decreased farm 
production. Reasons are partly climatic 
with last year’s drought, movement of 
labour from the land as “guestworkers” 
have to move home when German unem¬ 
ployment increases, and partly from the 
land-wasteful open-cast lignite mining 
which supplies industry with the cheapest 
form of coal but ruins the countryside. 
Even Chancellor Schmidt has a few reasons 
for humility. 

growing unemployment 

The Japanese, whose imports of cars, 
electrical machinery, watches and fine 
equipment to Europe roused the Market 
members to their one recent show of 
unity in protest, have suggested, unoffi¬ 
cially, what may be a useful solution to 
trade wars in the form of a “division of 
labour”. Japan, despite its appearance of 
great prosperity, has its problems and 
difficulties, not least a growing number of 
workless population. More than the 
Europeans, the Japanese are ready to 
adjust their affairs. The basic problem is 
that the Market countries and Japan are 
competing in many cases to make and 
sell the same products. However, aggres¬ 
sive Japan, may be in exporting its manu¬ 
factures is wide open to imports of 
many agricultural products the Market 
has in super-abundance—butter, skimmed 
milk and processed meat. Japan, inciden¬ 
tally, is moving ahead fast to find and 
develop farm products—from soyabeans 
through coffee to tobacco—in South 
America, especially in Brazil. Its latest 
order to Brazil for these is worth 8600 
million. Japan is establishing a pilot 
project to develop 125,000 acres of cur¬ 
rently dry land in Brazil which if the 
project proves successful, would be ex¬ 
panded to 750,000 acres of irrigated, 
arable land on whose produce Japan 
would have the first foreign claim. In 
shipbuilding, Japan will reject a Common 
Market suggestion that it should restrict 
itself to 50 per cent of world orders, but 
may accept a compromise. Almost all 
shipbuilding is in difficulties. Japan Is 


cutting its shipyards labour force by 
25,000, Australia is closing three of its 
five shipyards, the Dutch industry is 
working at only 10 per cent of its full 
capacity, Sweden is cutting production by 
30 per cent and Britain’s shipyards are in 
a serious plight. France is dismissing 
6000 of its shipbuilders and even West 
Germany has axed 4000 jobs and more 
dismissals are looming there. 

For the small, prosperous countries of 
central Europe, Austria has raised taxes 
and prices in an effort to remain in good 
order but maintains its schilling at so 
high a level that it discourages trade and 
tourism so essential to the Austrians; the 
well-off Swiss have a heavy official 
imbalance in payments. Overall, in west 
Europe, unemployment grows steadily and 
becomes a more disturbing social as well 
as economic problem. 

The golden days remain in the future. 
For Britain, now again making heavy 
borrowings from the IMF, the prospects 
are that its North Sea oil may be worth 
£ 50 billion in ten years’ time; for Italy, 
the other big debtor, runaway liras are 
returning home and more association with 
the middle-east and north African coun¬ 
tries is beginning to yield profits. The 
European leaders, including those in the 
east, sent one another Christmas and 
New Year cards, but their weapons are 
ready for the close in-fighting that is 
expected in the new year. 
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2.22 million 

horsepower in 
Gujarat! 



Power-steady 1 , uninterrupted 
power. One of the most vital 
needs of your industry. That's 
just the Kind of power you will 
get in Gujarat. Sufficient power 
to meet any industrial need. 

Set up your industry in Gujarat— 
the land of 'instant power 
connection'. 

In fact, about 70% of Gujarat's 
total power is consumed by 
industries. Efficient planning by 
the Gujarat Electricity Board has 
foreseen the demand so well, 
that the power generation is 
consistently matched to the 
growing demand And by 
1980. Gujarat may be one of 
the few states in India to have 
not only power enough to 
match the growing demand— 
but. also, power to spare I 


And that's not all. Gujarat also 
offers you complete 
infrastructural facilities end the 
proven services of the four 
Gujarat Corporations— G1 DC. 

GIIC, GSFCand GSIC. 

So come. Now is the time for 
you to build and grow, in the 
land of promise and 
performance. 

For further information please 
mail thia coupon to. 
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Insight into farm finance 


Rural Money Markets in India : Subrata Ghatak; Macmillan Company of India; 
Pp 230; Price Rs 58. 

Readings in Industrial Finance : Edited by L.C. Gupta; Macmillan Company of India; 
Pp 421; Price Rs 68. 

The Rise of the Corporate Economy : Leslie Hannah; Methuen ft Co. Ltd, London; 
Pp243; Price £7.75. 

Untonchability in Rural Gujarat : I.P. Desai; Popular Prakashan, Bombay; Pp 265; 
Price Rs 40. 

Britain's Economic Problems : Too Few Producers: Robert Bacon ft Walter Eltis; 

Macmillan Press Ltd, Pp 194; Price £195 net. 

Poverty of Policy : H.K.Paranjape; Somaiya Publications Pvt Ltd; Pp 387; Price Rs 85. 


Rural Money Markets in India is an 
extended and modified version of the 
Ph.D. thesis which the author submitted 
to the university of London in 1972. 

The author has made an attempt in 
this book to analyse a very important 
segment of the Indian economy, namely 
the rural money market. He has tried to 
test many of the existing hypotheses 
regarding rate of interest, pattern of re¬ 
payment, etc on the basis of empirical 
data and what is of significance is that 
he finds that there is no basis whatsoever 
for accepting some of these hypotheses. 
Since rural money market is an important 
sector of the economy which has a vital 
role to play in future, it would be instruc¬ 
tive to know the findings of the author. 

dual characteristics 

There is no doubt that the Indian rural 
money market is characterised by duality 
with both organised and unorganised 
sectors operating in it. On the supply 
side, the unorganised sector dominates 
the field even at present notwithstanding 
the growth of the organised sector since 
1951. The nature, composition and 
operation of both sectors exhibit a good 
deal of contrast. This implies that posi¬ 
tive steps would be required to bring 
about the integration of the unorganised 
and organised sectors of the rural money 
market. 

The author found on the basis of 
statistical data collected and scrutinised 
that “it is capital rather than family ex¬ 
penditure which is the more significant 
explanatory variable affecting the demand 
side.** This would imply that “higher 


levels of borrowing and debt are correla¬ 
ted with larger capital expenditure, while 
lower levels of borrowing and debt are cor¬ 
related with greater family expenditure..." 
The evidence also suggests the great 
importance of personal security against 
which loans were given. This implies the 
dearth of different types of collateral in 
the agricultural credit markets and the 
desirability of diversifying the nature of 
the cultivators' assets with the promotion 
of their income and wealth. 

According to the author, the hypothe- 
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sis that rural interest rates in the Indian 
economy are always very high is not 
generally substantiated on the basis of 
this study. For example, the average 
rural rate varied between about 15 per 
cent and 17 per cent between 1951-52 
and 1961-62. As the price level during 
this period went up by about 30 per cent 
the fall in the real rate of interest must 
have been higher. Where interest rates 
as high as 20 or 30 per cent existed, the 
analysis of the cost side showed that 
greater risks, uncertainty and administra¬ 
tive costs were responsible for such a 
state of affairs. This implies that mono¬ 
poly profits in rural interest rates must 
be existing only in a few cases. 

According to the author, the hypo¬ 
theses regarding positive correlation bet¬ 


ween income and repayment and negative 
correlation between the rate of interest 
and income and repayments are empiri¬ 
cally justified. It was also seen that the 
level of interest rate was inversely related 
to the degree of monetisation of the rural 
economy. 

The author has argued that rise in 
farmer's income will enable him to accu¬ 
mulate more and better type of assets the 
use of which in the loan market is expec¬ 
ted to reduce the rural interest rates by 
reducing the risk-premium and mono¬ 
poly profit wherever it exists. Risk pre¬ 
mium may also get reduced in future 
because of diversification of assets, adop¬ 
tion of improved agricultural technology 
and crop insurance. 

basic weaknesses 

The author found the basic weaknesses 
in the working of cooperative credit 
societies in their poor quality of adminis¬ 
tration and management as well as in 
their inability to mobilise deposits. The 
author has also asserted that the coopera¬ 
tives failed to link the system of credit 
and marketing, this failure considerably 
increasing the task of promoting the 
necessary integration between the organi¬ 
sed and unorganised rural money markets. 
Also, to increase agricultural productivity 
and income, particularly of small farmers, 
according to the author, it is necessary to 
link credit to both irrigation and fertiliser 
supply as well as to supervise loan-use 
effectively. 

Our policy in regard to agricultural 
finance appears to be based on untested 
hypotheses which in other terms means 
certain prejudices and biases. No wonder 
a policy based on such unverified founda¬ 
tions has been unable all these years to 
deliver the goods. Before we try to find 
out the reasons behind a fact, we must 
first ascertain that the fact exists. 
Subrata Ghatak has certainly brought 
fresh insight to the problem which ‘has 
been analysed all these years along tradi¬ 
tional lines leading to the same old 
conclusions regarding money-lenders, rate 
of interest, cooperative credit and so on. 
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The study has shown that we will have to 
review some of the traditionally accepted 
hypotheses and reshape over policy accor¬ 
dingly if we are to achieve worthwhile 
results in the field of rural credit. 

INDUSTRIAL FINANCE 

The articles included in Readings in 
Induslial Finance provide a judicious 
combination of theory and practice. The 
author has done well to include appro¬ 
priate passages from the theoretical works 
of Keynes, Joan Robinson, Gurley and 
Shaw, Myrdal and Goldsmith, along with 
the institutional analysis and description 
of the working of various financial insti¬ 
tutions concerned with industries by quite 
a few eminent Indian and foreign authors. 
Since the book is intended mainly for the 
Indian readers, naturally Indian institu¬ 
tions and problems have received major 
share of author's attention. 

Since over the last decade or two, the 
problems of industrial finance have 
acquired new social dimensions inasmuch 
as financing methods and institutions 
affect control of industry and concentra¬ 
tion of economic power, these have 
became important considerations in the 
formulation of government policy towards 
private industry in India and have been 
an important influence in shaping the 
structure and policies of industrial financ¬ 
ing institutions. This can be proved by 
drawing attention to some of the articles 
in this book which has given a fairly 
comprehensive coverage to the methods 
and problems of industrial finance. 

The author has classified the readings 
into seven broad sections: capital market, 
entrepreneurship, commercial banks, deve¬ 
lopment banks, securities market, foreign 
private investment and social perspective 
of private industry. 

An ilysing the factors in the develop¬ 
ment of capital markets, George Rosen 
has shown how the structure of capital 
market has varied from country to coun¬ 
try depending upon a variety of economic 
and social factors. Examining the Indian 
case, the author has shown how at the 
start of the programme of industrialisa¬ 
tion private firms played a large role, how 
India had unorganised money market 
which met the demands for funds on 
the part of the rural and poor urban 


population, an almost unrelated modern 
banking system the main purpose of 
which was to supply the short-term capi¬ 
tal needs of the firms whose longer term 
requirements were largely met from the 
internal sources of the firms or the owner¬ 
ship groups, and the security market 
which contributed to meeting the longer 
term investment needs of only a few 
firms. The author has suggested that 
with industrialisation projected on a 
large scale, changes are required to meet 
the needs for finance which would exceed 
the capacities of the traditionally opera¬ 
ting institutions. 

Writing on the process of investment, 
William Diamond has stressed the point 
that the availability of finance is closely 
linked to a host of other equally impor¬ 
tant factors all of which together deter¬ 
mine the rate of productive investment. 
This means that the government which 
wants to promote economic development 
should be prepared to encourage the 
growth of institutions necessary for such 
development, to provide the kind of 
legal framework they require and to 
finance the policies which will induce the 
volume of savings and the kind of invest¬ 
ment it is seeking to bring about. 

illuminating reading 

‘The Setting of Entrepreneurship in 
India* by A.F. Brimmer is an extremely 
readable and illuminating article throwing 
light on India’s historical experience. The 
author has argued that the managing 
agency system of the industrial organisa¬ 
tion in India was the result of efforts by 
the British and Indian entrepreneurs to 
overcome the limitations imposed by 
shortage of venture capital and business 
enterprise. He has maintained that 
whereas the acts of irresponsible manag¬ 
ing agents receive great publicity, the great 
achievements of the managing agents as 
an instrument of much-needed industrial 
development in the country go unheral¬ 
ded. 

Lord Piercy has surveyed the post- 
Second World War trends in the theory 
and practice of commercial banking. He 
has pointed out that in bank lending no 
clear line can be drawn between the pro¬ 
vision of credit and provision of capital. 
Since stocks and work-in-progress are 


elements of capital formation, commer¬ 
cial banks do provide their customers 
with capital year after year even though 
bank credit is nominally regarded as 
short-term in character. The author has 
noted that since the Second World War, 
the commercial banking system is expec¬ 
ted to do more for financing capital for¬ 
mation of industry than the orthodox 
views on deposit banking would allow. 

banking structure 

The book includes a summarised ver¬ 
sion of the report of the study group 
appointed in 1968 by the National Credit 
Council. It is well-known that the group’s 
recommendations have provided the 
basis of the recent official policy towards 
expansion of banking. The group point¬ 
ed out the desirability of reorienting the 
structure of banking system to increase 
availability of credit to sectors hereto 
neglected, viz, agriculture, small bor¬ 
rowers, weaker sections of the community 
and exporters. The report also emphasis¬ 
ed the need for shifting the emphasis in 
lending policies and procedures from 
tangible security to viability of operation 
and worthiness of purpose. This article 
gives an idea behind the various changes 
which are taking place in recent years in 
the sphere of commercial banking in 
India. 

Writing on the creation of lending 
institutions, Edward Nevin has examined 
the need for creating development finance 
institutions and the problems of their 
organisation and working. He has stress¬ 
ed that it is inescapable for the govern¬ 
ment to play a crucial role in the crea¬ 
tion of these institutions. The author has 
also stressed that “the effectiveness of 
the lending programme in the circum¬ 
stances of underdeveloped economies 
would often require that the provision of 
finance should be accompanied by proper 
advice, information, general investment 
consultancy, and control over business 
practices.” 

There are a number of other articles In 
this book explaining the historical evolu¬ 
tion of some of the financial institutions 
in India and their reading certainly gives 
readers better understanding of the func¬ 
tioning of those institutions at the pre¬ 
sent. Articles on new issue market and 
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investment trusts by L.C. Gupta are 
worth careful perusal. Who would deny 
that in a country like India there is a 
clear need for many more investment 
trusts to bring the potential investors 
from the middle class into contact with 
the corporate sector? The Unit Trust of 
India fills the gap only partially. 

It is seen that books on financial and 
banking institutions in India are not as 
plentiful as on other aspects of the Indian 
economy. This poses a serious problem 
for the students of banking and finance as 
they are required to refer to various 
articles scattered in numerous journals 
often not easily accessible to many 
readers. Readings in Industrial Finance 
edited by L.C. Gupta would therefore 
come very handy to the students of bank¬ 
ing and financial institutions in India. 

CORPORATE ECONOMY 

It is commonplace knowledge that 
during the 20th century 1 rge monopolis¬ 
tic corporations have come to dominate 
the national economies of developed 
countries. England is no exception to 
this rule. In the course of the present 
century “the British industry has witness¬ 
ed a transformation from a disaggregated 
structure of predominantly small, compe¬ 
ting firms to a concentrated structure domi¬ 
nated by large, and often monopolistic 
corporations”. For example, in England at 
the present, 100 corporations which now 
occupy the dominant positions account 
for something approaching one half of 
*total manufacturing output, while at the 
turn of the century the largest 100 firms 
accounted for just 15 per cent of output. 

The author of The Rise of the Corporate 
Economy has made an attempt to give an 
account of how today's giant industrial 
corporations have come to supersede 
small competing firms which dominated 
the 19th century industrial scene of the 
presently developed countries. The 
author has based this study on the statis¬ 
tical data of merger activity and indus¬ 
trial concentration in the United King¬ 
dom during the 20th century. According 
^ Jo him, the crucial periods in the forma¬ 
tion of the modem industrial corporations 
in the British industry were the two 
decades of the 1920s and the 1960s. The 
conventional explanations offered and 


generally accepted so far of the forma¬ 
tion of industrial corporations were based 
on monopoly powers and economies of 
scale. But according to the author, they 
offer ‘‘only partial answers to the timing 
and impact of these merger waves and to 
the motives of entrepreneurs.” On the 
other hand Dr Hannah’s explanation of 
the formation of big industrial corpora¬ 
tions brings into focus the interplay of 
many and complex factors such as chan¬ 
ges in business organisation and in mana¬ 
gerial techniques, development of stock 
market and, of course, government policy 
towards industry. 

The author has made an attempt to 
depict the evolution of modern industrial 
corporations in the United Kingdom. For 
example, the number of small firms em¬ 
ploying 200 persons or less, which was 
136,000 in 1935 had by 1963 declined to 
60,000, and their share in manufacturing 
output over the same period was reduced 
from 35 per cent to just 16 per cent. In 
qualitative terms also modern corpora¬ 
tions are different from their forebears. 
Modern corporations are more diversified; 
they have more complex organisational 
structures; they spend more on research; 
they arc more likely to acquire control 
over rivals; many of their products arc 
very different from those of previous 
firms. According to the author, the 
development of modern corporations is 
closely bound up with ‘the second indus¬ 
trial revolution’, the 20th century econo¬ 
mic growth being based on electricity, 
molar car and chemicals rather than on 
steam, railways and textiles. 

political implications 

The significance of this organisational 
transformation has profound political 
and sociological implications. It induces 
substantial changes in relationship bet¬ 
ween government and industry; it has 
brought an increasing number of workers 
into the employment of large organisa¬ 
tions; it has extended to the wealthier 
middle class what the industrial revolution 
accomplished for the working class by 
breaking the links between family and 
work which survived in the Victorian 
family business but are increasingly rare 
at present. In making this break, the 
modern form of corporation has divorced 


the role of savings and investing from that 
of managing and directing. The author 
has rightly pointed out that “The harsh¬ 
ness of capitalism that remains may still 
beai down heavily on individuals, but 
they do so less as a result of competitive 
market pressures on employment and 
wages, and more as a result of decisions 
which emanate from a managerial hierar¬ 
chy which has supplemented the market 
as a means of coordinating market acti¬ 
vities.” 

the upshot 

What is the upshot of the development 
of corporate form of industrial organisa¬ 
tion for the welfare of the community? 
The corporate economy has on the one 
hand created new possibilities for pro¬ 
moting economic growth; but it has also 
established an industrial structure with a 
potential for severely restricting the level 
of economic welfare and equitable distri¬ 
bution of income. This poses a difficult 
dilemma for modern governments, especi¬ 
ally because it is usually difficult for 
government agency to assess fully and 
quantitatively either the benefits or the 
costs of any monopolistic situation cur¬ 
rently existing. The author opines that 
though the promoters proclaim that cor¬ 
porations are created for the purpose of 
realising the best economic results which 
both capital and labour will share to 
their best advantage, the most consistent 
conclusion of research on mergers over 
the last fifty years is the finding that “a 
large number of them fall short of the 
hopes and intentions of their promoters.” 
The author has not tried to analyse criti¬ 
cally this problem and arrived at any 
definite conclusion in this regard because 
according to him, “the wider questions 
raised by this transformation lie beyond 
the scope of this work.. 

Industrial organisation has been under¬ 
going rapid transformation with the con¬ 
sequence that industrial system is becom¬ 
ing oligopolistic or monopolistic. The 
author has succeeded in explaining the 
various factors responsible for the emer¬ 
gence of corporations in the United 
Kingdom in the 20th century. It is rather 
disappointing that the author has not 
equally critically examined the welfare 
implications of this development. In spite 
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of this serious shortcoming, this is an 
excellent analysis worth careful study es¬ 
pecially, by students of economic history. 

UNTOUCHABILITY 

The problem of untouchability has 
been defying all the concerted legal, 
social and economic efforts to solve it. 
Before farther steps are taken, it is neces¬ 
sary to take stock of the situation that 
exists and the results achieved so far in 
our efforts to remove untouchability. 

Untouchability in Rural Gujarat con¬ 
tains a descriptive account of this 
scourge in rural Gujarat. It makes an 
attempt to find out the extent and the 
manner in which untouchability is practi¬ 
sed in rural Gujarat. Since untouchabi¬ 
lity is a universal problem in India, the 
findings of this study would give readers 
an idea of the extent and manner to which 
it is still practised in India and the 
fruits which attempts at removing un¬ 
touchability have borne so far. 

Untouchability, manifests itself in 
the avoidance of physical contact with 
persons and things. According to the 
author, the sense of physical contact is 
the crux of untouchability. If this dis¬ 
appears, the author would not mind even 
if the Hindus do not change their beliefs 
and mental attitudes. He feels that his 
enquiry affords grounds for holding such 
a view. * 

marked differences 

As regards practising of untouchability, 
the author observed marked differences 
in the private sphere and in the public 
sphere. Barring practising of untouchabi¬ 
lity in village panchayats, he found that 
untouchability in the sense of avoidance 
of physical contact is no more practised 
and therefore no more a problem in the 
public sphere. He found that in rural 
Gujarat untouchables are not discriminat¬ 
ed against in the public sphere. 

In regai d to practice of untouchability 
in the private sphere, though it was widely 
practised, there however were differences. 
For example, untouchability is very 
widely prevalent in regard to cultural 
matters such as temple entry. It is equal¬ 
ly widely prevalent in the domestic 
sphere. But in the occupational sphere, 
the author observed significant breaches 


in practising of untouchability. But even 
in these matters certain castes (the bar¬ 
ber and the potter) seem to be observing 
untouchability to a great extent, while 
some other castes (for example, tailors) 
seem to be softening down. One reason, 
according to the author, may be that 
tailoring is becoming ‘an open occupa¬ 
tion’. All castes, higher and lower are 
taking to this occupation. 

The other point in regard to occupatio¬ 
nal activity is in regard to restrictions on 
the untouchables in the choice of activi¬ 
ties. It was found that untouchables are 
being recruited for house construction 
purposes even by caste Hindus. This is 
probably because of shortage of labour. 
But even here there are many ‘ifs’ and 
‘buts’. The tragic part is that even if 
sometimes the high caste Hindu emp¬ 
loyers may not mind, the lower caste 
Hindu employers may not permit untouch¬ 
ables to work in certain parts of the 
house. 

role of education 

The author’s further enquiry into the 
occupational sphere showed that bhangis, 
chammars and khalpa are all still follow¬ 
ing their lowly traditional occupations, 
though younger generation is trying to 
give up some of their ancestral occupa¬ 
tions. The general trend in occupational 
change by untouchables is to take to 
activities which did not exist at the begin¬ 
ning of the 20th century. These changes 
are the product of economic, political 
and technological developments outside 
the rural areas. These activities require 
some skills. The untouchables are trying 
to acquire these skills through education. 
What is needed therefore, is spread of 
education among untouchables. The 
author has observed that “the resistance 
to employment of untouchables both in 
private and public spheres may not be 
so much due to the belief in untouch¬ 
ability as due to scarcity of jobs which 
is obviously due to slow rate of develop¬ 
ment.” This means thelreal breakthrough 
will come through economic development. 

As regards practice of untouchability 
in the public sphere, the author found 
that except in panchayats, untouchability 
no longer presented a problem. In pri¬ 
mary schools, it was found not to exist. 


It appears that younger generation, parti¬ 
cularly the educated among them, appear¬ 
ed less untouchability-minded even out¬ 
side the schools. But in panchayats, it 
is obvious that adult culture prevails 
and the status acquired by untouchable 
members due to political position is 
practically nullified by illiteracy, econo¬ 
mic dependence and numercial weakness 
of the members. The author observed 
that in the public sphere the Hindus do 
not observe untouchability not so much 
because they have become more liberal 
in their attitude, but because they are 
compelled to adjust their behaviour to 
the compulsion of changing situation, 

Irrational aliment 

Thus the upshot of the author's enquiry 
is that in rural Gujarat, untouchability is 
strong in religious and domestic spheres; 
it is less strong and is weakening in the 
occupational sphere; and it is not at all 
a problem in the public sphere. This 
dual nature shows the role of irrational 
clement in human behaviour. 

What are the steps that require to be 
taken to remove untouchability in rural 
areas? According to the author, one way 
is preaching rationality and exposing the 
irrational elements in human behaviour. 
The other way is through the law with 
all the limitations of its enforcement in 
a country like India. The author has 
suggested that the enforcement of law 
against untouchability should be entrust¬ 
ed to untouchables themselves. Volun¬ 
tary organisations and political parties 4 - 
will have to create awareness against 
untouchability especially in rural areas. 
The untouchables must be made politi¬ 
cally conscious so that they are in a posi¬ 
tion to assert their civic rights. The 
third remedy and possibly the most effec¬ 
tive would be, according to the author, 
economic development which would 
create more job opportunities in rural 
areas of the type in which considerations 
of caste, religion, etc become irrelevant. 

The findings of the author from his 
study of untouchability in rural Gujarat 
will be found valid for other states also 
as untouchability is a universal phenome-* 
non in India. It is a deep-rooted evil 
which has entrenched itself firmly in the 
attitudes of the people in rural areas 
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where the spread of literacy is still extre¬ 
mely limited. If the evil is to be uprooted, 
it will have to be attacked oa all fronts 
■ and even then it is doubtful if this an¬ 
cient evil will get unrooted as quickly as 
one would wish. Though education and 
economic development are the really effec¬ 
tive remedies against untouchability in 
India, mere reliance on them will take 
very long time before untouchability dis¬ 
appears. While therefore persuasion and 
force of law must go hand-in-hand, it 
may be presumed that force will have to 
play at least for some time to come 
a major role in the uprooting of this 
age-old evil which even at present exhi¬ 
bits itself in varied forms in the day-to¬ 
-day lives of most people in rural India. 
Drastic diseases require drastic remedies! 

BRITISH ECONOMY 

The decline of Britain after the Second 
World War has been rapid. If at one 
time it was Turkey that was called the 
sick man of Europe, that epithet now 
aptly applies to Britain. What is 
wrong with Britain? Why is her econo¬ 
my stumbling and crises-ridden? Why is 
the pound sterling, once the stablest 
currency in the world and avidly sought 
after by nations as the reserve currency 
sliding down vis-a-vis not only other 
western currencies but even in relation to 
Indian rupee, and is being suspiciously 
looked at as a reserve currency? What 
has gone wrong with her balance of pay¬ 
ments so much so that even the western 
dominated International Monetary Fund 
should hesitate to make a loan and insist 
on stringent conditions for granting it? 
Where did the rot start? When?Who 
were responsible for it? Maladies such 
as these are not caused by fortuitous cir¬ 
cumstances but are embedded deep in 
some long-standing developments. If a 
nation is to be set on the right path after 
reversing the declining trend, there natu¬ 
rally should be a thorough, dispassionate 
and objective analysis of the state of the 
economy and of the causes of its decline. 
It is only on the basis of such a critical 
and correct appraisal that right policies 
can be evolved enabling the country to 
► some out of the stagnating or deteriora¬ 
ting condition and regain the status or 
eminence which is its due. 

In Britain's Economic Problems, Robert 


Bacon and Walter Eltls have made 
an attempt to analyse the trends in the 
British economy during the post-war 
years and especially in recent years, their 
central proposition being that part of the 
economy produced a surplus that makes 
impossible foi the remainder sectors of 
the economy to function. 

root of malady 

The authors find the root of the 
present economic malady in the rela¬ 
tively declining number of workers 
being engaged in various industries 
that produce marketable goods, where¬ 
as growing number of workers are 
being employed in public services which 
produce nothing al all that could be sold 
at home or overseas. Not only this but 
the needs of capital equipment, imports 
and durable consumer goods of the 
employees in the public sector have to 
be largely met from declining industry. 
Thus a very great structural shift in 
employment has occurred in the British 
economy since about 1951. The authors 
have shown that employment outside 
industry increased by over one-third rela¬ 
tive to employment in industry from 1961 
to 1974 and this increase was most rapid 
in the public sector. The increase in 
employment to provide more public ser¬ 
vices continued through boom and reces¬ 
sion, and until 1975 each increase was 
permanent, so that workers taken on in 
recession were not available for industry 
in subsequent years. 

One reason why public sector 
employment could be expanded parti¬ 
cularly rapidly was that extra jobs 
could be provided without an imme¬ 
diate need for extra capital investment. 
More workers could be fitted into exist¬ 
ing offices. In industry, in contrast, 
extra workers will be taken on only if 
there is additional machinery with which 
they can work as the high cost of present- 
day labour can normally be covered— 
and industry must cover the cost of an 
extra worker through extra sales—only 
if workers have a considerable amount of 
machinery with which they can operate. 
The extra workers were therefore drawn 
into the public sector because all wanted 
improved social services and also because 
to increase public sector employment 


appeared a cheap and socially desirable 
way of achieving full employment in 
times of recession. The departments of 
Education, Health and Environment found 
it easier to persuade the Treasury to 
approve their expansion plans at such 
times. Thus the authors have argued 
that it is the public sector activities which 
do not provide marketed output that put 
particular pressure on the resources of the 
remainder of the economy, that is, mainly 
on the industrial sector in the case of 
of Britain. This has two distinct 
effects. It reduces the economy’s market¬ 
ed output, and at the same time it in¬ 
creases what producers must give up out 
of a diminished total to supply the needs 
of non-produccrs. The authors have 
maintained that expansion of service 
sector of the British economy (i.c. non- 
market sector) was one of the world’s 
fastest. 

adverse effect 

The increase in expenditure on the service 
sector has produced both kinds of adverse 
effects. Attempts were made to finance 
this expenditure at the expense of workers’ 
consumption. But workers did not ac¬ 
quiesce in this, so wage inflation accelerat¬ 
ed unemployment and income policies 
had to be made increasingly strict. The 
workers managed to pass the bulk of 
extra taxation on to companies, who 
therefore had to pay for the expanding 
non-market sector. Companies respond¬ 
ed by investing less so that the British 
economy suffered from declining market 
sector employment. Britain, according 
to the authors, is therefore, suffering from 
both growing structural unemployment 
and a situation where incomes policies 
have to be tougher or unemployment 
higher than before to contain inflation. 

The question ‘Can economics have 
simultaneously zero growth, rapid infla¬ 
tion, substantial unemployment and a 
balance of payments deficit V was set 
in Oxford. The undergraduates answered 
that this combination of failures is pos¬ 
sible only in an undeveloped country. 
This has now been achieved in Great 
Britain. 

This is the gist of the thesis put for¬ 
ward by the authors in this work. But 
the style of analysis and presentation is 
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typically Anglo-Saxon, roundabout and 
indirect and mixing various threads of 
arguments at one and the same time, 
creating a sort of confusion in the minds 
of readers though the basic proposition 
which is sought to be put before the 
readers is pretty simple. Lucidity is 
certainly not the strong point of these 
authors. 

One would also question their hypothe¬ 
sis that it is this lack of balance between 
market-sector and non-market sector of the 
British economy that is responsible for the 
tragic decline of the British economy. The 
argument is superficial, for the restoration 
of the balance would not necessarily put the 
British economy on the road to prosperity. 
Ultimately it is the British resources that 
would determine the rate of growth, and 
the entire development of the British 
economy during the 18th and 19th cen¬ 
turies or even upto the beginning of World 
War 1 had come to be based on cheap raw 
materials which the British economy could 
obtain from her colonies such as India 
which were under the British political 
subjugation. Once this source dried up, 
Britain has come to accupy the position 
which nature destined for it. Only a deve¬ 
lopment such as massive oil-find in the 
North Sea can rescue the British economy 
from the present doldrums. One very 
much doubts whether a little shift of 
resources from service sector to the' 
market sector can do the trick. 

DULL DROSS 

The word ‘poverty’ seems to have a 
sort of vicarious attraction for the 
Indian authors who must therefore try 
to project the word on the title page, 
whether it is meaningfully apt and aes¬ 
thetically elegant or not. H.K. Paranjape’s 
book ‘Poverty of Policy ’ is a case in 
point. Publication of the book which is 
nothing more than <( a collection of essays 
written over a period of about ten years” 
suffers from a number of serious defects 
inherent in such a publishing venture. 
Many rrticles are likely to lose their 
relevance especially if they are read in a 
radically different environment, (such as 
that in India since the declaration of 
emergency), when many of the policy- 
trends are likely to be reversed. Also a 
collection of such articles contains only a 
sectoral analysis and gives out just a bit 


of thinking of the author, thus depriving 
the reader of an integrated picture of a 
situation spread over a decade or of the 
thinking process of the author. H.K. 
Paranjape's book contains all such 
lacunae and pitfalls making the reading 
of the book a dull and drab exercise 
rather than stimulating intellectual ex¬ 
perience which one hopes from the author 
who has varigated experience and who 
was involved in some of the policy¬ 
making decisions about which he has 
written in this book. 

Of the three parts, the first is on 
‘Economic Policy* containing seven arti¬ 
cles which, according to the author, are 
of comparatively recent origin and there¬ 
fore of practical relevance even in the 
changed context. 

poverty of thought 

The first articles, The Poverty of 
Policy’ (which incidently provides the title 
to the book) is a sort of rambling dis¬ 
course repeating what has been said and 
written upon umpteen number of times 
by eminent and sundry on the gather¬ 
ing economic crisis. He prescribes 
that “we confine the use of discre¬ 
tionary controls to a comparatively 
small number of major decisions. For 
other purposes, it would be better to use 
monetary and fiscal devices and also the 
control that the state can indirectly 
exercise as a major shareholder and 
banker,” the use of prices mechanism 
and profitability (“which is not to be 
dismissed as a capitalist aberration”), and 
decentralisation “with more powers being 
conferred on regional and local authori¬ 
ties for developmental programmes” is 
nothing but a hotchpotch of policy frame¬ 
work and ‘poverty of policy* (to use the 
author’s own phrase) against which the 
author proposes to raise his voice. 

The one recurring theme of the author 
in this part of the book is that government 
must have an incomes policy. The author 
has maintained that fixing of ceiling on 
emoluments was a step In that direction, 
that the first Pay Commission was the 
main culprit setting the train along wrong 
lines, and public ownership can be used 
in various ways in which income distribu¬ 
tion can be changed in a more egalitarian 
direction. According to him, “it is 


necessary that a rational policy and well 
designed instruments for its implements- 
are adopted/* One is amazed at the 
naivete of the author’s treatment of the 
incomes policy. Is he not aware of the 
ramifications of such a policy in a vast 
and predominently agricultural country 
like India with the type of administrative 
machinery which he rightly berates? Has 
he not observed the antics which are 
going on even in a disciplined country 
like England in the name of incomes 
policy? The same sort of banalities 
characterise the other articles in this 
section. In fact, one finds it difficult to 
fathom the mind of the author and one 
wonders whether he has himself a fully 
worked out and integrated framework 
with which to analyse the various 
problems confronting the country. The 
contradictory lines of thinking which the 
author often adopts betray an absence of 
such a framework. Mere cavilling at 
whatever the government does appears 
to be the main refrain of all the articles. 

reversal of policy 

Part two of the book includes papers 
and addresses on different aspects of the 
government’s industrial policy. Various 
aspects of the policy relating to private 
sector industries were subjected to criti¬ 
cal scrutiny during the sixties. For 
example, there was the Mahalanobis 
Report on the Distribution of Income 
and Wealth, the Monopolies Inquiry 
Commission, report prepared by R.K. 
Hazari and so on. The author is critical 
that there is “a slow but steady reversal 
of the policy package of 1970...” There 
is “less emphasis on ‘self-reliance* and a 
softer approach to foreign capital and 
collaboration. There is no talk of break¬ 
ing up larger houses or of curbing their 
further development as such.’* The 
author wants that even fundamental 
structural changes must be brought about 
in the industrial system even when the 
country faces crisis. But did not the 
policy advocated by the author bring the 
industrial march of the country practically 
to a halt during early 1970s? Has not the 
reversal of the policy against which he 
complains achieved for the country subs¬ 
tantial results? Developing countries 
like India cannot afford the luxury of 
adherence to a dogmatic policy laid down 
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by academicians sitting in their ivory 
towers. 

The third part deals with the problems 
of administrative change. The author has 
pointed out the various administrative 
bottlenecks for which the government is 
again held responsible. 

Poverty of Policy is itself characterised 
by poverty of which the author is persis- 


The role of maintenance to aid pro¬ 
ductivity and optimum utilisation of 
assets and resources is not yet well recog¬ 
nised in the developing economy of our 
country. In this context, ths publication of 
Design-out-Maintenance is welcome. The 
author propounds the theory that a major 
part of maintenance of (he plant and machi¬ 
nery can be done while the machine is on¬ 
stream. According to him, the scheduled 
maintenance or periodic maintenance is a 


tently complaining. The articles indicate 
neither the analytical rigour of an acade¬ 
mician, nor the touch of practical wisdom 
of a policy-maker. The author goes on 
repeating platitudes in a vapid style 
making the reading of the book extremely 
dull without any compensation either by 
way of intellectual stimulation or the 
lesser pleasure of enjoyment of delect¬ 
able prose. 


costly system where the machine is taken 
out of productive services for overhauls. 

The author’s analogy that the human 
body which is the most efficient machine 
ever invented or produced so far is main¬ 
tained while the machine is in operation 
and that sophisticated machinery in indus¬ 
trial activity can be treated the same way 
thereby reducing down-time and increas¬ 
ing machine’s productive capability, is 
understandable. This naturally brings 


diagnostic approach to problem solving 
in mainte lance. With the aid of such 
instruments as vibration analysers, radio¬ 
graphy and flaw detectors which are well 
illustrated with practical examples and 
case studies and their principle of working 
and their application, the theory is 
expounded in clear terms. 

basic need 

For any function to be controlled, it 
is imperative that parameters should be 
determined to measure it. The author is 
credited with the treatise of the methods 
of measuring maintenance effectiveness 
and the principle of Designing-Out-Main¬ 
tenance to meet the specific and specified 
requirement of any industry—the basic 
need being to keep the volume of 
maintenance as minimum as possible 
at optimum level of performance. 
The measurement of safety effectiveness 
is yet another new parameter developed 
by the author to demonstrate how this 
can be an important function of the 
maintenance manager in increasing pro¬ 
fitability and productivity of the unit. 

Any industry employing machines 


Maintenance management 

Design-out-Maintenance & Instrument Aids : Durgesh Chandra; Universal Book 
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Establishments, Business Houses. Uni¬ 
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would stand to gain when wear and tear 
of rotating or moving parts is reduced 
and when non-dcstructivc methods of 
testing of materials are employed and 
maintenance is measured, planned and 
controlled. Jt is brought out in the trea¬ 
tise how it can be done. 

Any industry is basically run for profit, 
for quality production of items of its 
choice apd to meet the needs of the 
market. With this prime objective, the 
financial considerations alone dictate all 
activities, including maintenance. Unless 
the maintenance manager is able to bud¬ 
get and organise, he and his department 
should be ready to play a subservient 
role. Therefore, chapters on budgeting and 
organising have been given due import¬ 
ance and have been exhaustively covered. 

An industry uses machines, materials 


Books 

Rea Hugs in Indian Labour and Social 
Welfare : J N. Mongia; Published hy 
Atma Ram & Sons, Kashmcrc Gate, 
Delhi; Pp. 804; Price Rs 100.00. 

Scie ic \ Universities and Research in 
India : M.H. Gopal; Published by 
Geetha Book House, New Statue Circle, 
Mysore-570001; Pp. 72; Price Rs 20.00. 

Watch Your Figures : C. Northcote 
Parkinson & M.K. Rustomji; Published 
by the Macmillan Company of India 
Ltd.; Pp. 153; Price Rs 12.50, 

Assets of Rural Households : Published 
by Reserve Bank of India, Post Box No. 
1036, Bombay-400 001; Pp. 209; Price 
Rs 17.00. 

Second India Studies: Services: Hannan 
Ezekiel and Madhoo Pavaskar; Published 
by the Macmillan Company of India 
Limited; Pp. 135; Price Rs 8.00. 

Credit Planning Objectives and Techni¬ 
ques : Edited by S.L.N. Simha and 
A. Raman; Institute for Financial 
Management & Research, 3, Kothari 
Road, N ungumbakkam, Madras-600034; 
Pp. 337; Price Rs 40. 

Nation-Building in Independent India ; 


and energy in the process of manufac¬ 
turing. The chapter on Efficiency Drive 
in utilities covers some aspects of heat, 
electric power, steam and water but the 
treatise seems to have turned sketchy here. 
The materials management covers only 
the inventory control for quantity and 
quality and completely passes over the 
importance of materials movement and 
handling needs and rationalisation of 
their planning. Human resource planning 
and skill training and development, of 
course, have not been dealt with at all. 
However, some compensation is provided 
in illustrating some of the modern techni¬ 
ques such as the Queue Theory, The PERT 
Technique and Tribology. On the whole, 
the book will do well to broaden the out¬ 
look of maintenance cngineeis and help 
them in achieving wider responsibility 
encompassed within the function. 


received 

M.N. Srinivas; Oxford University Press, 
2/11, Ansari Road, Daryagunj. New 
Delhi-110 002; Pp. 36; Price Rs 2. 

Development Co-operation : Published 
by Organisation for Economic Co¬ 
operation and Development; Pp. 273; 
Price 3516.25, £8 00. 

Disguised Unemployment in Under- 
Developed Countries (With Special Re¬ 
ference to India) : B.N. Ghosh; Published 
by Heritage Publishers, M-116, Cannought 
Circus, New Delhi-110001; Pp. 152; 
Price Rs 20. 

Optimization in Economic Theory : 
A.K. Dixit; Published by Oxford Uni¬ 
versity Press, Pp. 134; Price Rs 30. 

Professional Management in India — 
Problems and Prospects : Edited by M.V. 
Pylcc & K.C. Sankaranarayanan; Publish¬ 
ed by Foundation for Management 
Education. School of Management, Uni¬ 
versity of Cochin; Pp. 466; Price Rs 75. 

Report of the Sales-cum-Study Team to 
the Middle-East: Published by the Pro¬ 
cessed Foods Export Promotion Council; 
Pp. 114; Price Rs 20. 

Scope for Industries in Different States ; 
Published by Indian Investment Centre, 
“Jeevan Vihar”, Parliament Street, New 
Delhi-110 001; Pp. 314; Price Rs 12. 


A Select Bibliography on Women in 
India : Research Unit on Women’s 
Studies, S.N.D.T. Women's University, 
Bombay; Published by Allied Publishers 
Pvt. Ltd., 13/14, Asaf Ali Road, New 
DcIhi-110 002; Pp. 131; Price Rs 17.50. 

The Agrarian Prospect in India : Daniel 
Thorner, Allied Publishers Pvt. Ltd., 
13/14, Asaf Ali Road, New Dclhi-110 002; 
Pp. 82; Price Rs 17.50. 

State and Nation Budding : A Third 
Worlder Perspective : Edited by Rajni 
Kothari; Allied Publishers Pvt. Ltd., 
13/14, Asaf Ali Road, New Delhi; 
Pp. 336; Price Rs 55. 

Managerial Options in India : Edited by 
Manish Nandy: Allied Publishers Pvt. 
Ltd., 13/14, Asaf Ali Road, New Delhi; 
Pp 117; Price Rs 25. 

A Survey of Research in Economies : A 
Project Sponsored by the Indian Council 
of Social Science Research , New Delhi ; 
Published by Allied Publishers Pvt. Ltd., 
13/14, Asaf Ali Road, New Delhi; 
Pp. 424; Price Rs 60. 

Economic Theory : A sit Banerji & Ajit 
Singh Vats; Published by the Macmillan 
Company of India Limited; Pp. 268; 
Price Rs 15. 

Breakthrough to Brighter Days : Edited 
by Dr Raj K. Nigam; Published by Stand¬ 
ing Conference of Public Enterprises, 
Chandralok, 36, Janpath, New 
Dclhi-110 001; Pp. 312; Price Rs 2 0 

Floating Currencies , Gold and SDRs : 
Some Recent Legal Developments ; 
Joseph Gold; International Monetary 
Fund; Pp. 87. 

The Electricity Tariff in India—A Com¬ 
parative Study : Published by Punjab, 
Haryana & Delhi Chamber of Commerce 
and Industry; Pp. 50. 

Higher Education , Social Change and 
National Development : Edited by J.N. 
Kaul; Indian Institute of Advanced Study, 
Rashtrapati Nivas, Summer Hill, 
Simla-171 005; Pp. 232; Price Rs 65. 

Asean Market for Select Engineering 
Products : Published by Indian Institute 
of Foreign Trade, Ashok Bhawan, 93, 
Nehru Place, New Delhi 110 024; 
Pp. 194, 
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COMPANY MEETIN6 


Delhi Cloth & General Mills Co. f Ltd. 

Speech of the Chairman. Board of Directors 
Dr. Bharat Ram 

Following is the speech of Dr. Bharat Ram, Chairman, Board of Directors delivered 
at the 88th Annual Meeting of the Company held on December 28, 1976 at Delhi. 


Ladies and Gentlemen, 

I have great pleasure in wel¬ 
coming you to the 88th Annual 
General Meeting of your Com¬ 
pany and wishing you alia 
happy new year. The Direc¬ 
tors’ Report and the Audited 
Accounts for the year ended 
30th June, 1976 have already 
been circulated. The Directors 
have recommended the maxi¬ 
mum dividend permissible. 

The resuits must appear to 
be disappointing but by and 
large it has been due to the 
bad situation in textiles. As 1 
mentioned last year textile 
industry in the country is in an 
extremely difficult position. 
In the last one year there has 
been price rise of co tton by 
almost 60% whereas those of 
cloth have hardly gone up by 
.5 %. This single factor coupled 
with the burden of the control¬ 
led cloth obligation on which 
there is a loss of over one 
rupee per square meter, has 
created a crisis in the textile 
industry. Our textile mills are 
no exception. In spite of some 
corrective measures like per¬ 
mission for imports of non¬ 
cotton fibre, situation has not 
improved. More and more 
mills are becoming sick and 
closing down. It is a pity that 
the Government has not given 
urgent attention to the pro¬ 
blems of this industry. 

When we last met in Decem¬ 
ber, 1975 some beneficial 
(results of the 20-Point Pro¬ 
gramme of the Prime Minister 
were becoming menifest, parti¬ 


cularly, the restoration of 
discipline in all walks of life 
and a new sense of confidence 
in the economy. In 1975-76 
the production of foodgrains 
touched an all time high figure 
of over 118 million tonnes and 
even a buffer stock of 18 mil¬ 
lion tonnes has been built. 



Dr. Bharat Ram 

Improvements were also recor¬ 
ded in generation of electricity, 
production of steel, coal and 
fertilisers etc. Inflation was 
contained. Exports also re¬ 
corded a satisfactory growth of 
over 18%. 

However, in spite of this 
satisfactory record today the 
economy by and large is not 
in too healthy a condition. 
Even last year, in my speech I 
had said “It will be dangerous 
to place undue confidence in 
some narrow and random indi¬ 


cators which may suggest that 
the economy is poised for 
faster growth”. 

To start with, in spite of 
good agricultural harvest, we 
are still short of some of the 
vital agricultural commodities 
like cotton and oilseeds on 
which depend a fairly large 
chunk of our industrial eco¬ 
nomy. 

The Government is disturbed 
with regard to the possibility 
of inflation starting again. 
However, the price rises which 
have taken place since March, 
1976 have been largely due to 
the rise in prices of cotton, 
edible oil and to a small extent 
sugar. In fact, even the Go¬ 
vernment recognises that more 
then 75% of the price rise has 
been due to these three com¬ 
modities. Therefore, what is 
required is to contain the 
prices of these commodities. 
Government must import large 
quantities of edible oil and 
cotton and if necessary, incur 
some loss to bring down the 
prices to a reasonable level. In 
the case of sugar, unless the 
prices of sugarcane are reduced 
and there is some control on 
the production of gur and 
khandsari, the sugar industry 
can hardly be responsible for 
increase in prices. The Go¬ 
vernment can also release 
more sugar to keep the 
prices to a reasonable level. 
In order to prevent the prices 
going up, the Government is 
concentrating more on strin¬ 
gent money policies, which un¬ 


fortunately are affecting indus¬ 
tries in general, while the price 
rise is largely due to the high 
prices of cotton and edible 
oils. 

It is true that there has been 
a substantial increase in money 
supply. Normally, with so 
much increase in money sup¬ 
ply, there should have been 
an upsurge in demand, but the 
fact of the matter is that there 
is hardly any industry, which 
is not loaded with excessive 
inventory. Barring a few in¬ 
dustries, the profitability in 
most industries has deteriora¬ 
ted considerably, which has 
resulted in poor cash flow 
position of the companies. A 
good part of the increased 
money supply has been absor¬ 
bed by higher inventories in 
steel, coal, cement and in many 
other industries. Secondly, 
the borrowings by companies 
have increased because of 
lower internal resources gene¬ 
ration due to lower profitabi¬ 
lity. The short point that I 
would like to make is that 
in spite of increased money 
supply demand has not picked 
up and unless demand picks 
up industrial growth and em¬ 
ployment cannot take place. 
We seem to be caught up in a 
vicious circle. It is very neces¬ 
sary that adequate investments 
take place, otherwise in 3-4 
years, wc shall find shortages 
taking place. But in the pre¬ 
sent condition of the capital 
market and the not too healthy 
state of existing industries, it 
would be too optimistic to 


BABTBRN ECONOMIST 


27 


JANUARY 7, 1976 


expect large investments. With 
the high rates of fixed deposits 
whether in the banks or with 
companies together with the 
low profitability in industries, 
it would be futile to expect the 
capital market to become 
active. In my humble opinion, 
in order to revive the economy 
and to generate employment, 
I would suggest a few urgent 
steps: 

—firstly, if the Government 
does not wish to reduce inte¬ 
rest rates then the rate of 
corporate tax must be brought 
down by at least 10 per cent. 

—secondly, excise duties and 
import duties by and large 
should be reduced considera¬ 
bly, particularly on basic raw 
materials. These reductions 
will bring down the prices of 
finished products, stimulate 
demand and in the long run 
would also increase revenues 
of the Government through 
increased production. 

—thirdly. Government ex¬ 
penditure, which in spile of 
the proposals in the Fifth Five 
Year Plan has not increased 
very much should be stepped 
up, particularly in construction 
and transport fields, which 
have a big potential for em¬ 
ployment. 

I am convinced that the re¬ 
duction in excise duties, import 
duties and corporate tax will 
yield good results, not only 
for development, but will also 
as 1 have said earlier not reduce 
the Government revenues. 

I have no intentions of pain¬ 
ting an over pessimistic picture 
of the situation and yet one 
cannot deny that the future 
investment and development 
is dependent on the health of 
the existing industries. 

We have entered a new 
phase in the economic life cycle 
of the country and must now 
take positive measures to pro¬ 
mote investment and growth 


than to have excessive concern suitable measures to revive the In the end, I would like to 
with other factors which are economy. thanlc all our employees for 

in the ultimate analysis coun- Every effort is being made the hard work which they have 
ter-productive in nature. The in our own industries to im- put in. 

Government, I am sure is prove the profitability and I Note: This does not purport to 
aware of some of these pro- have every hope that in the be a report of the pro¬ 
blems and I have every confi- running year we should be ceedings of the Annual 

dence that it would be taking better than last year. General Meeting. 
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MORE POWER 
AT HOME 

AND ABROAD WITH 
NICCO CABLES , 



For well over three decades we have been 
manufacturing cables and are thoroughly con¬ 
versant with the business of power transmis¬ 
sion and distribution. Our expertise and expe¬ 
rience has enabled us to satisfy the exacting 
demands of high quality both at home and 
abroad. 



IN THE SERVICE OF 
THE NATION 




WIRES Jl X cables 
DEPENDABLE-DURABLE 
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CABLE CO. OF INDIA LTD. 

ST * £ET ' CALCUTTA-700001 
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TRADE 

WINDS 


Import Policy 
Liberalised 

The union government has 
further liberalised the import 
policy by placing 23 iron and 
steel items on Open General 
Licence. It has also been 
' decided to grant direct licences 
for the import of polyester, 
viscose and polynosic fibres 
to more categories of actual 
users. Of the 23 iron and steel 
items placed on OGL, import 
of six items will be canalised 
through SAIL Internation¬ 
al for meeting its requirements 
of actual users who will not 
be allowed to import the same. 
The remaining 17 items can be 
imported by actual users regis¬ 
tered with concerned govern¬ 
ment organisations. 

The items canalised through 
SAIL arc: Alloy steel strips 
(hot rolled) excluding stainless 
steel strips, high speed steel 
strips and those specified at 
j serial numbers 1 to 20 of 
i schedule D to appendix 41 of 
the Red Book (Volume 1) for 
1976-77; tin mill black plates 
for the manufacture of prime tin 
plates and for tin cans (0.24mm. 
and thinner); ship-building 
quality plates—Lloyds grades 
B,D,E, AH-36, DH-36 and 
EH-36; ship-building quality 
sections—bulb flats, angles, and 
plates, bars, structural and se¬ 
mis in Lloydes grades A,B,D,E, 
AH-36, DH-36 and EH-36; 
dynamo grade non-grain orient¬ 
ed (CR NGO) electrical steel 
sheets strips in coils—in sizes 
above 1,000 mm for the manu¬ 
facture of large dynamos and 
generators, in all sizes for her¬ 
metically sealed motors; and 


transformer grade cold rolled 
electrical steel sheets strips in 
coils (CRGO/CR NGO). 

The 17 items which can be 
imported by actual users 
are: Ferro-cobalt; ferro-nickel; 
ferro-titanium in powder form 
to specification IS460-1962 
grade I. Titanium 30 per¬ 
cent minimum; aluminium 2.0 
per cent maximum; carbon 0.1 
per cent maximum; silicon 2.3 
per cent maximum; sulphur 
0.03 per cent maximum: phos¬ 
phorus 0.1 per cent maximum; 
ferro-silicoaluminium; ferro- 
zirconium; ferro-selcnium; sta¬ 
bilised ferro-boron with alumi. 
nium and titanium; (e.g. grai- 
nal or batsalloy) fcrro-molyb- 
denum in powder form to 
specification IS 406-1962; 
molybdenum 65.70 per cent; 
carbon 0.03 per cent maxmum; 
silicon 1.5 per cent maximum; 
sulphur 0.05 per cent maxi¬ 
mum, aluminium; 0.50 per cent 
maximum; copper 0.5 per cent 
maximum; phosphorus 0.50 
per cent maximum; ferrow 
tungsten in powder form to 
specification IS 460-1962. 
Tungsten 74.82 per cent carbon 
1.0 per cent maximum; silicon 
0.5 per cent maximum; manga¬ 
nese 0.50 per cent maximum; 
phosphorus0.77 percent maxi¬ 
mum; sulphur 0.06 per cent 
maximum; ferro-nickel in 
powder form to specification 
IS 460-1962. 

Non-cobalt bearing high 
speed steels of all grades (a) 
Rounds: (i) below 3 mm dia 
and (ii) above 160 mm dia (b) 
Squares: (i) below 100 mm, 
(ii) above 26 mm to below 40 
mm (iii) 40 mm to 120 mm 


(c) Flats: (i) below 16 mm 
width and (ii) above 160 mm 
width. Cobalt bearing high 
speed steel of all grades to the 
categories and sizes mentioned 
above. Alloy tool steel includ¬ 
ing die steel sections other 
than die blocks—(i) rounds 
above 250 mm dia; and (ii) 
other sections above 250 mm 
wide. Die blocks (including 
oil hardening, non-shrinking, 
high chrominium die blocks 
and round die blocks), (a) of 
maximum width 750 mm and 
cross section above 230,000 sq 
mm (b) of width above 750 
mm. Hot or cold rolled high 
speed steel strips, sheets, plates 
or sheets in coils. Alloy tool 
steels (including die steels) 
sheets, plates and sheets in 
coils. Hardened and tempered 
strips for watch, timepiece and 
clock springs only (thickness 
0.09 mm to 0.460 mm only 
and width 1.00 mm to 19.00 
mm only) with naturally 
rounded edges. 

Import of Polyester 

So far as direct import of 
polyester, viscose and polyno¬ 
sic fibres is concerned, the 
following categories will also 
be eligible for licenses: Units 
holding registration certificates 
issued under item No 23 (I), 
23 (3) or 23 (5) of the first 
schedule to the Industries 
(Development and Regulation) 
Act, 1951; and all cotton, 
woolen, art silk units registered 
with the Textile Commissioner, 
Bombay, and holding permits 
under the various textile con¬ 
trol orders issued by the Textile 
Commissioner, including co¬ 
operative societies of power- 
loom owners whose looms are 
covered by permits issued by 
the Textile Commissioner. 

It has also been decided to 
allow import of ‘viscose tow’ 
in addition to viscose and poly¬ 
nosic fibres. Accordingly, all 
licences issued for import of 


viscose and polynosic fibres 
will be automatically valid for 
viscose tow and it will not be 
necessary for the actual users 
to approach the licensing 
authorities for specific endorse¬ 
ment on import licences in this 
regard. With a view to keep¬ 
ing a close watch on the 
demand and availability of 
polyester fibre, it has been 
decided that actual users hold¬ 
ing import licences for this 
fibre should send fortnightly 
reports regarding contracts 
effected and actual imports 
made to the Textile Commis¬ 
sioner. 

Caltex Takeover 

The President on December 
30 promulgated an Ordinance 
providing for the acquisition 
of the shares of Callex Oil 
Refining (India) Limited and 
for the acquisition and transfer 
of the right, title and interest 
of the Caltex (India) Limited 
in relations to its undertakings 
in India. Following promul¬ 
gation of the Ordinance, 
450,000 shares of Caltex Oil 
Refining (India) Limited, were 
on December 30 transferred to 
the government of India 
The shares were received 
by Mr B.B. Vohra, Secretary, 
ministry of Petroleum on behalf 
of the President of India from 
Mr F.H. Lavenhagen, Vice- 
president of Caltex (India) 
Limited. The government has 
subsequently issued a notifica¬ 
tion transferring the right, 
title and interest of the Caltex 
India Limited in relations to 
its unJertakings in India to the 
government company— Caltex 
Oil Refining (India) Limited. 

With the take-over of Callex 
Oil Refining (India) Limited 
nearly 26.9 million tonnes of 
refining capacity in the country 
out of the total 27.40 million 
tonnes would be in the public 
sector. The only refinery 
which now remains outside 
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government control is the small 
500,000 tonne unit of the Assam 
Oil Company at Digboi and 
negotiations for its take-over 
are currently in progress. 
Under the agreement reached 
earlier between the government 
of India and the Caltex Petro¬ 
leum Corporation of the US, a 
net sum of Rs 13 crores is to 
be paid in US dollars to the 
Caltex Petroleum Corporation 
in five instalments for the 
acquisition of their refining and 
marketing assets and operations 
in India. 

Sterling Rate 

The Reserve Rank has revised 
its rates for the purchase and 
sale of pound sterling for spot 
delivery. The new rates are: 
buying £6.6007 per Rs 100 
(corresponding to Rs 15.15 per 
£), selling—£6.5574 per Rs 100 
(corresponding to Rs 15.25 per 
£). The buying and selling rates 
have been so fixed as to yield a 
middle rate of Rs 15.20 per 
pound. The Reserve Bank will 
continue to buy forward ster¬ 
ling for delivery up to nine 
months at rates to be deter¬ 
mined, as hitherto, by adding 
a margin of £0.0125 per Rs 100 
per quarter or part thereof of 
its spot buying rate. Accord¬ 
ingly, the forward rates would 
be £6.6132, £6.6257 and£6.6382 
per Rs 100 for delivery up to 
three month, six months and 
nine months, respectively. 

Assistance from 
Norway 

Norwegian government has 
agreed to give an assistance 
to the tune of 25.3 million 
Norwegian Kroners (Rs 4 crores 
approx.) to India in the form 
of fertilisers. A plan of opera¬ 
tion was signed recently by 
Mr P.S. Kohli, Joint Secretary, 
department of Agriculture and 
Mr Carl Anonsen, Counsellor 
of the Norwegian Agency for 
International Development. 


This aid is in pursuance of an 
agreement signed in June, 1973 
between the government of 
India and the government of 
Norway according to which the 
former received fertilisers to 
the extent of about 100 million 
N. Kr during 1973 to 1976 
as gift. 

Indo-Soviat Trade 

The Indo-Soviet trade plan 
for 1977 envisages a total turn¬ 
over of Rs 900 crores which 
represents an increase of about 
nine per cent over the 1976 level 
of Rs 827 crores. The trade 
protocol for 1977 was signed 
byDrP.C. Alexander, Foreign 
Trade Secretary, and Mr I.T. 
Grishin, Soviet deputy minister 
for Foreign Trade, on behalf of 
their governments, on Decem¬ 
ber 28. The new plan, how¬ 
ever, does not include crude 
oil supply by Russia and 
matching exports from this 
country. It is stated that 
arrangements in this regard 
would be finalised by the end 
of February and the total turn¬ 
over then would cross the 
Rs 1,000-crores mark. 

The Soviet delegation during 
the trade talks had offered to 
supply 5.5 million tonnes of 
crude spread over a period of 
four years, commencing with 
one million tonnes in 1977 
and the remaining quantity of 
4.5 million tonnes equally 
distributed over the next three 
years. The Indian team offered 
to supply pig irron and steel 
products. Under the protocol, 
specific provision has been 
made, for the first time, for the 
export of machinery and equip¬ 
ment from projects set up with 
Soviet assistance. The Heavy 
Engineering Corporation will 
export items worth nearly 
Rs 5 crores to the Soviet Union 
in the year 1977. 

The USSR has agreed to 
supply increased quantities of 
petroleum products, sulphur. 


various non-ferrous metais and 
selected engineering goods. 
India, on its part, will export 
increased quantities of automo¬ 
bile storage batteries, hand 
tools, aluminium power cables, 
electronic instruments, compu¬ 
ter software, drugs and medi¬ 
cines, paints, detergents, cos¬ 
metics, tyres, finished leather 
in addition to leather shoes, 
readymade garments, knitwear, 
carpets and jute goods. Besides, 
a provision has been made 
in the protocol for export of 
new items such as machine 
tools, medical instruments 
aluminium foils and wool 
veneers. 

Industry in Backward 
Areas 

The working of the scheme 
of investment subsidy for pro¬ 
motion of industrial develop¬ 
ment in backward areas was 
reviewed by a high-level 
coordination committee, presi¬ 
ded over by the minister for 
Industry, Mr T.A. Pai. The 
procedure for the scheme has 
been revised and the new pro¬ 
visions will become operative 
from January 1, 1977. Some 
of the important changes in 
the scheme are : (a) According 
to the present procedure, 
various disbursing agencies 
prefer claims to the depart¬ 
ment of Industrial Develop¬ 
ment for reimbursement of the 
Central Investment Subsidy. 
Under the revised procedure, 
all disbursing agencies will pre¬ 
fer their claims to the state 
level committees, who, after 
scrutiny and verification etc. 
will prefer a consolidated claim 
to the department of Industrial 
Development for reimburse¬ 
ment. The full responsibility 
for verification of the claim 
and answering any audit 
objections etc. will now vest 
in the state level committee. 
This procedure is expected to 
reduce considerably the time 


lag involved in the submission 
of the claim and reimburse¬ 
ment to be sanctioned by the 
department of Industrial Deve¬ 
lopment. (b) In the original 
scheme, provision had been 
made for the payment of 
interest on the amount of 
claims from the day of dis¬ 
bursement by the disbursing 
agencies to the date of reim¬ 
bursement by the department of 
Industrial Development. This 
provision has been deleted in 
the manual as it is not normal¬ 
ly an accepted practice, (c) In 
the original scheme, substantial 
expansion had been defined as 
increase in the value of fixed 
capital investment of an indus¬ 
trial unit by not less than 25 
per cent. This limit is now 
being reduced to 10 percent 
only in the manual, (d) By a 
new provision in the manual, 
units which move from metro¬ 
politan cities and other deve¬ 
loped areas to backward areas 
eligible for investment subsidy 
arc also being made eligible 
for payment of subsidy. This 
is expected to help dispersal 
of the industry from congested 
areas to backward areas. 

Cash Subsidy 

(e) Under the scheme, 
where a unit has not com¬ 
menced production, it is eligible 
to draw subsidy at 50 per cent 
of the amount admissible and 
the balance 50 per cent on 
commencement of production. 
By a separate provision, the 
state level committees have 
been authorised to pay 85 per 
cent of the subsidy admissible 
to a unit in as many instal¬ 
ments as the committee may 
decide and the balance 15 per 
cent on commencement of pro¬ 
duction. This has been done to 
enable the unit to receive a' 
larger quantum of subsidy in 
the initial stages before com¬ 
mencement of production, (f) 
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Among the industries eligible 
for investment subsidy, hotel 
industry is not at present 
‘included. This industry is now 
included as one of the eligible 
industries for investment 
subsidy, (g) The determination 
of the essentiality as regards 
the extent of land and factory 
buildings including floor space 
of the factory building requir¬ 
ed for the industrial unit for 
purposes of the subsidy has 
been left to the full discretion 
i of the state level committee, 
(h) The need for defining the 
“effective steps” has also been 
^dispensed with. 

The central governmenfs 
scheme of investment subsidy 
for industries to be set up in 
backward areas has been in 
operation since 1971. An out¬ 
right investment subsidy of 10 
per cent of money spent on 
fixed capital such as land, 
building and plant and 
^machinery was originally 
allowed. It was raised to 15 
percent from March 1, 1973 
and the maximum amount pay¬ 
able is restricted to Rs 1.5 
million per industrial unit. 
The ministry of Industry has 
now decided to bring out a 
manual containing all the 
liberalisation steps decided 
iyon from time to time. The 
*fctest procedure will be incor¬ 
porated in it. 

Export Awards 

Seventy-five companies re¬ 
ceived awards for export per¬ 
formance in 1975-76 at a 
function organised by the 
Chemical and Allied Products 
txport Promotion Council 
recently. The awards were pre¬ 
sented by the Commerce minis¬ 
ter, Prof D.P. Chattopadhyaya. 
Special export awards were 
given to six companies and ex¬ 
tort badges to 69. The com¬ 
panies which received the 
special awards are : Hyderabad 
Asbestos Cement Products 


Ltd, Hyderabad, Dunlop 

India Ltd, Calcutta (top seeded 
exporters), Deccan Enterprises 
Ltd, Secunderabad (highest 

exporters in the small-scale 
sector), and Dr Beck and Co 
Ltd, Poona, Chemco Supply 
Corporation, Bombay and 
Kores (India) Ltd, Bombay. 

Industrial Capital 

Public sector in Tndia has 
picked up the tempo of owner¬ 
ship. Public sector factories 

held 60.1 per cent of the fixed 
capital and 52.4 per cent of the 
productive capital in 1973-74, 
according to the annual survey 
of industries of the year. The 
survey shows that out of every 
1,000 factories in the year, 51 
belonged to the public sector. 
16 to the joint sector, 868 
to the private sector, leaving 
65 factories for which owner¬ 
ship particulars were not avail¬ 
able. Public sector provided 
about one-fourth of the total 
employment and emoluments 
of the entire factory sector. 
Out of every Rs 100 contribut¬ 
ed by the factory sector to the 
national income in 1973-74. 
Rs 23 came from public sector 
enterprises. Among them, 
wholly state or local govern¬ 
ments had the preponderant 
share in number, capital and 
employment. The report pre¬ 
pared by the Central Statistical 
Organisation, Department of 
Statistics (ministry of Planning) 
makes a comprehensive study 
on capital invested, employ¬ 
ment, wages and salaries and 
quantity and value of inputs 
and outputs of the factories 
registered under the Indian 
Factories Act, 1948. For the 
first time, the report makes an 
analysis of the salient charac¬ 
teristics of all registered 
factories classified by size of 
employment, types of owner¬ 
ship, type of organisation, size 
of the capital and year of initial 
production. 


The survey shows that private 
sector enterprises which con¬ 
stituted 86.8 per cent of the 
total contributed 73.1 per 
cent of the value added. The 
shares of these enterprises in 
employment, emoluments and 
output also were high at 73 per 
cent, 68.6 per cent and 79 per 
cent respectively. Their share 
in fixed capital and productive 
capital were relatively less pre¬ 
sumably because of the depre¬ 
ciated book value of their fixed 
assets over a longer period. The 
joint sector factories consisted 
mostly of the state or local 
government and private enter¬ 
prises jointly. The contribution 
of the joint sector as a whole 
was in the range of 4 to 6 per 
cent of the principal charac¬ 
teristics considered. It also 
shows that the private sector 
factories had the smallest fixed 
capital per employee (Rs 8,678). 
The figure for the public and 
joint sector were respectively 
five and three. 

Manufacture of 
Electric Motors 

The ministry of Industry has 
issued a clarification regarding 
electric motors reserved for 
development in the small-scale 
sector. In order to remove any 
confusion or ambiguity, the 
types of motors have now been 
clearly indicated and are as 
follows: (a) “Electric Motors 
upto 10 HP (7.5 KW) A.C. 
single phase/three phase Squir¬ 
rel Cage Induction Motors 
excluding the following: (i) 
Flame-proof motors, (ii) Spe¬ 
cially designed motors for 
specific duties, (iii) Variable 
speed motors such as pole¬ 
changing motors, (iv) Loom/ 
Textile motors, (v) Motors for 
hermetically sealed and semi- 
sealed compressors. 

(b) “FHP Motors l/8th HP 
to 1 HP A.C. single phase/ 
three phase Squirrel Cage 
Induction Motors excluding 


the following: (i) Motors for 
hermetically sealed and semi- 
sealed compressors, (ii) Flame¬ 
proof motors, (iii) Loom/ 
Textile Motors. It has been 
further announced that indus¬ 
trial undertakings other than 
small-scale and ancillary units 
engaged in the manufacture or 
production of the above items 
will not be eligible for exemp¬ 
tion from licensing provisions. 
Any industrial undertaking 
which are not now exempted 
will be required to cease opera¬ 
tions after a period of six 
months from December 18, 
1976, except under and in 
accordance, with a licence 
issued in this behalf by the 
government of India. All 
industrial undertakings which 
have to obtain c.o.b. licences 
should apply in form ‘EE’ along 
with the additional details of 
their scheme in the prescribed 
proforma to the ministry of 
Industry by March 17, 1977. 

Steel Exports 

Hindustan Steel has export¬ 
ed 117,730 tonnes of pig iron 
through Paradeep Port during 
the first eight months of the 
current financial year—T1SCO 
exported 20,211 tonnes of 
steel joists through the port 
during the same period. The 
port is expected to export 
about 250,000 tonnes of pig 
iron and steel joists by the end 
of the current financial year. 
Hindustan Steel will make a 
trial shipment of billets and 
GC sheets through the port 
during January, 1977. TISCO 
has made arrangements to 
make trial shipment of about 
2000 to 2500 tonnes of billets 
and rods every month com¬ 
mencing from December this 
year. During the period from 
April to November, the port 
handled a traffic of 141,730 
tonnes of pig iron and steel 
joists. These exports have been 
mainly to Russia and Iran. 
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Delhi Cloth 

While addressing the annual 
general meeting of Delhi Cloth 
and General Mills Co. Ltd, 
the chairman, Dr Bharat Ram, 
dealt with the problems con¬ 
fronting the economy in gene¬ 
ral and the industry in parti¬ 
cular. The chairman expressed 
concern over the substantial 
increase in money supply. With 
so much increase in money 
supply, the chairman said, 
there should have been an up¬ 
surge in demand, but the stark 
fact is that there is hardly any 
industry which is not loaded 
with excessive inventory. Bar¬ 
ring a few industries the pro¬ 
fitability in most industries 
has deteriorated considerably 
which has resulted in a poor 
cash flow position of the com¬ 
panies. 

High Inventories 

A good part of the in¬ 
creased money supply has been 
absorbed by higher invento¬ 
ries in steel, coal, cement, and 
in many other industries. More¬ 
over the borrowings by com¬ 
panies have increased because 
of lower internal resources 
generation due to lower pro¬ 
fitability. So the chairman has 
come to the conclusion that 
in spite of increased money 
supply, demand has not picked 
up and unless the demand 
picks up, the chairman asser¬ 
ted, there cannot be any in¬ 
dustrial growth or generation 
in employment. Hence the 
chairman felt the need for 
adequate investments in the 
absence of which the economy 
will be experiencing shortages 


in three to four years. But in 
the present condition of the 
capital market and the none- 
too-healthy state of existing 
industries, it would be too 
optimistic to expect large in¬ 
vestments. With the high rates 
of fixed deposits whether in the 
banks or with companies to¬ 
gether with the low profitabi¬ 
lity in industries, the chairman 
observed, it would be futile to 
expect the capital market to 
become active. 

Reduction in Taxes 

Dr Bharat Ram has put for¬ 
ward three suggestions to 
revive the economy and gene¬ 
rate employment. According 
to him, if the government does 
not wish to reduce interest 
rates, then the rate of corpo¬ 
rate tax must be brought down 
by at least 10 per cent. Dr 
Bharat Ram is also of the 
opinion that excise duties and 
import duties by and large 
should be reduced considerably 
particularly on basic raw mate¬ 
rials. These reductions, the 
chairman observed, will bring 
down the prices of finished 
products, stimulate demand 
and in the long run would also 
increase revenues of the 
government through increased 
production. Dr Bharat Ram 
has also suggested that the 
government expenditure, which 
in spite of the proposals in the 
fifth five-year Plan has not in¬ 
creased very much should be 
stepped up, particularly in 
construction and transport 
fields which have a big poten¬ 
tial for employment. Dr Bharat 
Ram is of the firm conviction 
that reduction in excise duties, 


import duties and corporate 
tax will yield good results 
not only for development but 
will also not reduce the govern¬ 
ment revenues. 

Dempo Steamship 

Gross freight earnings of Dem¬ 
po Steamships Ltd were lower 
at Rs 10.76 crores during the 
year ended June 30, 1976 as 
against Rs 11.75 crores in 
1974-75, registering a fall of 
nine per cent. The gross profit 
before providing for deprecia¬ 
tion and development rebate 
reserve amounted to Rs 3.46 
crores as against Rs 5.31 
crores in the previous year. 
This considerable fall in pro¬ 
fits has been the result of ex¬ 
tremely depressed freight rates 
and steep rise in the cost of 
operations due to inflation. The 
directors have recommended 
a dividend of 20 per cent for 
the year and it will be free of 
tax. 

Since the prices of both 
second hand ships and new 
buildings have dropped signi¬ 
ficantly, the company feels that 
this is the right time to aug¬ 
ment its fleet further keeping 
in view the long-term pros¬ 
pect. Taking advantage nf 
this situation, the company is 
processing a number of pro¬ 
posals to acquire additional 
ships. 

Sirpur Paper 

Sirpur Paper Mills has suf¬ 
fered a setback in its working 
during the year ended June 
30, 1976. Sales during the year 
declined to Rs 13.35 crores 
from Rs 16.56 crores while 
gross profit too receded to 
1.20 crores from Rs 4,40 
crores in 1974-75. The direc¬ 
tors have recommended a lower 
dividend of 8.5 per cent as 
against 10 per cent declared in 
the previous year. 

Production of paper and 
paper board dropped to 40,656 


tonnes from 42,545 tonnes in 
the preceding year. Power 
cut coupled with frequent 
breakdowns have been attri- v 
buted for the fall in output. 
There was a further decline 
in the demand for paper and 
board and with a view to sti¬ 
mulate demand and clear the 
accumulated stocks the com¬ 
pany had to effect significant 
reductions in prices of its 
products and allow extensive 
credit facilities to its customers. 

The modernisation and reno¬ 
vation of plant and machinery 
continued during 1975-76? 
With a view to improve the 
chemical recovery, a roaster 
and an evaporator fabricated 
by the company are being 
shortly commissioned. The 
company has received an in¬ 
dustrial licence to manufac¬ 
ture complete range of paper 
and pulp making plant of 
10/15 tonnes per day capacity. 
It has already received some 
orders and the work has been 
taken in hand to execute the 
same. 

Kirloskar Oil Engines 

Kirloskar Oil Engines has 
succeeded in developing an 
economical, high speed, com¬ 
pact diesel engine in the range 
of 75 HP. This product has 
evinced keen consumer inte-’ 
rest and is now on the regular 
production line. This engine 
has sucessfully undergone rigo¬ 
rous reliability and endurance 
tests on a vehicle from Pune 
to Leh and back. The company 
is now planning to send to 
Europe a vehicle fitted with 
this engine for proving its 
reliability in the international 
market. 

The company has also intro¬ 
duced two new models of five 
and 10 HP engines developed 
by its own research and deve¬ 
lopment efforts and develop¬ 
ment of further models up to 
100 HP is in progress. The 
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company has always been ex¬ 
panding and diversifying its 
activities to meet the consumer 
requirements and also to benc- 
f fit its shareholders through im¬ 
proved results. 

A letter of intent has been 
received by the company for 
the expansion of its bearing 
manufacturing capacity from 
six million pieces a year to 12 
million pieces a year. The 
first phase of this expansion is 
being set up at Ahmednagar 
to produce copper, lead powder 
and bimetal strips—the raw 
materials so far largely impor¬ 
ted for manufacture of bear¬ 
ings. Detailed plan for the 
second state implementation 
of this project is under pre¬ 
paration. 

The company has also been 
granted a letter of intent for 
setting up high duty alloy 
iron castings foundry with a 
capacity of 60,000 tonnes per 
ryear. The government has also 
■bpproved the collaboration 
Iproposai in this regard and 
J discussions with the World 
I Bank and other Indian institu- 
f tions for financial assistance 
| are in progress. 

! Chloride India 


of industrial batteries. Cur¬ 
rently, there has been a fall 
in the demand for the train¬ 
lighting cells, though the de¬ 
mand may rise with the plan¬ 
ned expansion of the railways. 
The demand for car batteries 
has not picked up because 
of the high car prices and 
operating costs. 

The company is considering 
the setting up of a 100 per 
cent export unit at Haldia 
port. The unit will mainly 
manufacture special types of 
batteries to meet Japanese 
competition in the international 
markets. Its application for 
an industrial licence awaits 
government approval. It has 
also on hand a major import 
substitution project for which 
developmental work has al¬ 
ready been initiated by the 
company’s new research and 
development centre. It is also 
under consideration for ex¬ 
panding the company’s anti¬ 
mony alloy making capacity 
at Shamnagar. 

The company’s sales were 
at Rs 25.65 crores in 1975-76 
as against Rs 23.42 crorcs in 
1974-75 while gross profit 
was higher at Rs 5.39 crores 


against Rs 4.46 crores in the 
preceding year. A final divi¬ 
dend of 16.5 per cent has been 
declared against the interim 
dividend of eight per cent de¬ 
clared earlier. 

A bonus issue in the ratio 
of seven shares for 17 held 
has already been announced 
and the directors have said 
that the ; r intention is to recom¬ 
mend payment of dividend of 
not less than 18 per cent on the 
enhanced capital for the first 
year after the proposed bonus 
issue. 

Empire Industries 

The new automatic glass 
bottle manufacturing plant of 
the Vitrum Glass Division of 
Empire Industries which was 
put up in record time com¬ 
menced commercial produc¬ 
ts on December 25. The 
technology used is of the 
highest order and the equip¬ 
ment is supplied by world 
leaders in the glass industry. 
The capacity is 18,000 tonnes 
per annum. The total outlay 
on fixed assets is of the order 
of Rs 2.8 crores. The markets 
catered to are the pharmaceuti¬ 


cal and brewery industries for 
local and export consumption. 

Indofil Chemicals 

Jndofil Chemicals Limited 
has developed a chemical that 
will help substitute imported 
chenrcals now used by the 
petroleum industry. The pro¬ 
duct called PLEXOL R 150 
lias several important uses in 
the processing of lubricating 
and fuel oils. 

The petroleum industry ; s 
importing over 400 tonnes every 
year of similar chemicals for 
its use at a cost of over twenty 
lakh rupees in foreign exchange. 
PLEXOL R 150 will help save 
this amount. Manufacture of 
this product in India has been 
possible as a result of the 
development work done at 
Indofil, based on basic re¬ 
search undertaken by their 
principals, Rohm and Haas 
Company, Philadelphia, USA. 

Bombay High will soon 
become a major source of 
crude for the country. But 
this crude is very waxy. For 
this purpose, Indofil is planning 
to develop a flow improver. 

To meet the increasing de- 


After achieving a substan¬ 
tial increase in sales and profits 
during the year ended August, 
1976, Chloride India hopes 
| to improve its performance 
during the current year. 

Mr J. Sengupta, managing 
director, in his review of opera¬ 
tions, has said these hopes are 
based on the company being 
^involved in some vital sectors 
jjof the economy such as agri¬ 
culture, power, transportation 
and communications—all given 
high priority in national plan¬ 
ning. 

Mr Sengupta has said the 
Remand for truck and tractor 
fBatteries has been on the in¬ 
crease; so also there has been 
a sizable growth in the sale 
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Rationing of mill cloth at 5 yds. for an adult 
and 2 yds. for a child per annum came into force 
on January 1. A statement issed by the Govern¬ 
ment makes it clear that the quota allowed to this 
Province by the Central Government under the 
All-India Cloth Distribution Scheme is 10.8 yd«. 
Per capita consisting of 4.2 yds. of mill cloth and 
6.6 yds. of handloom cloth. It is therefore ex¬ 
plained that the quota docs not admit of a higher 
ration of mill cloth. The Government state that 
various steps are being taken to reduce the present 
high prices of handloom cloth, which is three to 
three and a halftime the cost of the corresponding 
variety of mill cloth, to about two times the cost 
of mill cloth. Simultaneously with the introduc¬ 
tion of rationing a reorganization of the textile 
control department has also been made. In the 
meantime, the textile industry in the Province 


seems to be heading towards a crisis consequent 
on labour troubles. The Court of Enquiry appoin¬ 
ted toequire into the pioblems connected with 
the working conditions of labour in the textile 
industry recommended certain interim reliefs 
including the increasing of the basic wages. 
Regarding bonus, the Court held that the three 
months salary given already as bonus was ade¬ 
quate. The Government ordered accepting the 
recommendations and the mill-owners too agreed, 
though, undcr-protcst. But the workers in the 
Coimbatore area have given notice of a general 
strike from the middle of this month if their 
demands including six months' salary as bonus 
and certain other demands are not met. Develop¬ 
ments in the next week or so will be watched with 
interest. 
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mand of additives for the 
petroleum industry, Indofil also 
has plans to develop Viscosity 
Modifiers and V.I. Improvers 
which are currently being im¬ 
ported. Since these products are 
based on acrylic technology, 
Indofil will have the benefit 
of years of experience of their 
principals, Rohm and Haas 
Company, who are the acclai¬ 
med leaders in this field. 

Unit Trust 

The Unit Trust of India 
(UTI) which has already cros¬ 
sed the sales turnover of last 
year and is head ; ng towards 
a new record in the current 
financial year is very likely 
to step up the dividend on the 
Unit Scheme 1964 as well as on 
the Unit-linked Insurance Plan, 
according to Mr G.S. Patel, 
chairman of UTI. 

Outlining the steps the Trust 
proposed to take to make units 
more popular, Mr Patel said 
a plan to open one-man offices 
in the selected districts of 
Punjab, Haryana and Gujarat 
had been finalised. In the 
eastern region it was proposed 
to open a one-man representa¬ 
tive office in Durgapur-Asan- 
sol industrial complex. The 
Trust also had a plan to con¬ 
duct a door-to-door campaign 
in metropolitan cities like 
Bombay, Calcutta and Delhi. 

News and Notes 

Texmaco has convened an 
extraordinary general meeting 
in the first week of January to 
seek shareholders permission 
for purchasing 250,000 equity 
shares of Rs 10 each at par at 
the face value of Rs 25 lakhs 
in Kamani Engineering Cor¬ 
poration. This is, however, 
subject to the approval of the 
government. 

The directors of Hindustan 
Aluminium Corporation have 
decided to clear the arrears of 
preference dividend for the 
two years 1974 and 1975 and 


will be pui<^ to those share¬ 
holders who are on the com¬ 
pany’s register as on January 
15,1977. 

Four more branches of 
Canara Bank were opened in 
Chandni Chowk, Shakti Nagar, 
Ramakrishnapuram and Par¬ 
liament Street on December 
30. With these the number of 
branches of Canara Bank in 
Delhi has risen to 26. 

The Reserve Bank has pro¬ 
hibited the Pretty Savings and 
Investment Co Pvt Ltd of 
Calcutta from accepting from 
the public fresh deposits by 
way of subscriptions or other¬ 
wise to the prize chit/benefit 
schemes conducted by it. 

The prohibitory order has 
been issued following the failure 
of the company to comply 
with certain provisions of the 
directions issued by the bank 
to miscellaneous non-banking 
companies. 

New Issues 

Triton Valves Ltd, a new 

company incorporated in Kar¬ 
nataka to undertake manu¬ 
facture of four million auto¬ 
mobile tyre and tube valves 
per annum, proposes to enter 
the capital market by the end 
of January with a public issue 
of Rs 17.3 lakhs in equity 
shares ofR$ 10 each and Rs 4 
lakhs in preference shares of 
Rs 100 each. The Karnataka 
State Industrial Investment and 
Development Corporation is 
participating in the project as 
a co-promoter with an invest¬ 
ment of Rs 3.5 lakhs in equity 
shares and Rs 4 lakhs in pre¬ 
ference shares. 

The company is setting up a 
sophisticated plant at Mysore 
for the manufacture of valves, 
in technical collaboration with 
a French firm. The project 
cost is estimated at Rs 110 
lakhs which will be met by 
share capital of Rs 40 lakhs 
(Rs 32 lakhs in equity and 


Rs 8 lakhs in preference 
shares), term loans from finan¬ 
cial institutions of Rs 58 lakhs 
and a central government sub¬ 
sidy of Rs 12 lakhs. The public 
issue has been fully under¬ 
written. 

Capital and Bonus 
Issues 

Consent has been accorded 
to these companies to raise 
capital. 

The details are as follows: 

Messrs Simplex Concrete 
Piles (India) Pvt Limited, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 434,850 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for each equity 
share held. 

Messrs Soimmy Pilkington’s 
Limited, has been accorded 
consent, valid for six months, 
to issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of one bonus share 
for each equity share held. 

Messrs J.K. Synthetics Limi¬ 
ted, Kanpur, has been accorded 
consent, valid for six months, 


to capitalise Rs 60 million out 
of its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of two bonus shares 
for three equity shares held. 

Messrs Kunal Engineering 
Co Ltd, Coimbatore, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 750,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for three 
equity shares held. 

Messrs Indokem Limited, 
Bombay, has been accorded 
consent, valid for 18 months, 
to the issue of equity shares 
of Rs 1.6 million for cash at 
par on rights basis m the ratio 
of 2:1. 

Messrs Shri Bhawani Cotton 
Mills and Industries Limited, 

has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 3.5 million out of its 
general reserve and issue fully 1 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of one bonus share for 
each equity share held. 


Dividend 


(Per cent) 


Name of the 
company 

Year ended 

Equity dividend 
declared for 

Current Previous 
year year { 

Higher Dividend 




Panyam Cements 

August 31,1976 

15.0 

12.0 

Consolidated Coffee 

June 30, 1976 

25.0 

20.0 

Bhopal Sugar Industries 

June 30, 1976 

25.0 

16.0 

Gammon India 

July 31, 1976 

12.0 

8.0 

Same Dividend 




Sree Valliappa Textiles 

June 30, 1976 

9.0 

9.0 

Madura Sugars 

Sept. 30,1976 

Nil 

Nil 

Hada Steel 

June 30, 1976 

12.0 

12.0 

International Computers 

Sept. 30, 1976 

11.0 

11.0 

Reduced Dividend 




Sirpur Paper 

June 30, 1976 

8.5 

10.0 

Kirloskar Brothers 

July 31,1976 

8.0* 

10.d 

Hercules Hoists 

August 31,1976 

10.0 

13.0 


♦On the enlarged capital. 
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Reserve Bank's report on 
currency and finance 


RECORDS 


AND 


STATISTICS 


The report presents an exhaus¬ 
tive review of developments in 
the different sectors of the 
economy—national income, 

savings and investment, sectoral 
outputs and price trends, money 
supply, credit policy and 
banking developments, budgets 
and public debt, developments 
m trade and tariffs, balance of 
payments and exchange control, 
and currency and coinage. 
Information on industrial 
licensing policy, selective credit 
controls, refinance facility avai¬ 
lable from the Industrial 
Development Bank, licences 
issued to banks for opening 
branches and number of offices 
opened abroad by Indian 
shanks, gold and silver prices, 
and company legislation is 
given in the appendices. It 
contains 113 statistical state- 
y ments highlighting the dimen¬ 
sional and structural changes 
that have taken place in the 
economy over a period of years. 

Government Sector 

4 It also includes 4 new state¬ 
ments relating to financial flows 
in the government sector— 
1972-73, consumer price index 
numbers for agricultural labo¬ 
urers, coverage of deposit 
K insurance, and net issue/with- 
| drawal of small coins by 
* centres. Data relating to the 
working of medium and large 
public limited companies cover 
. tipto 1974-75. Besides, indices 
| of industrial production with 
\ base 1970=100 have been pre- 
f sented for the first time accord- 
[ jfog to use-based, input-based 
sectoral classification. 

| A summary of the report 


The efforts to contain infla¬ 
tion, initiated and pursued 
vigorously since July 1974, 
yielded positive results in 
1975-76, when prices actually 
declined by 3.0 per cent 
(between end-June 1975 and 
end-June 1976), in contrast to 
a rise of 0.7 per cent in 1974-75 
and 27.8 per cent in 1973-74. 
Taking monthly average 
indices, prices recorded a dec¬ 
line of 6.0 per cent during 
1975-76 (July-June), in sharp 
contrast to an actual rise of 
16.8 per cent in 1974-75. The 
decline in prices was of con¬ 
siderable significance to the 
economy in that it created an 
environment of stability and 
confidence, gave a measure of 
relief to the public that had 
been squeezed by inflation in 
the preceding two years, helped 
greatly to dampen the psycho¬ 
logy of scarcity, and rendered 
possible greater mobilisation of 
resources and increase in in¬ 
vestment, the two essential in¬ 
gredients in the development 
effort. Reflecting to some 
extent the impact of internal 
measures, foreign exchange 
reserves improved considera¬ 
bly, indicating the strengthening 
of the country’s external pay¬ 
ments position. 

Substantial Improvement 

The substantial improvement 
in the overall supply situation, 
as reflected in the significant 
growth in agricultural and in¬ 
dustrial output, played a cru¬ 
cial role in bringing prices 
down. Although the fiscal and 
monetary measures taken in 
1974-75 to restrain aggregated 
demand in the economy were 


reinforced and continued dur¬ 
ing the year, these alone could 
not have ensured the required 
balance between demand and 
supply but for the increase in 
output recorded in 1975-76. 
Agricultural output increased 
by eight per cent due to very 
favourable weather conditions, 
accompanied by improved use 
of agricultural inputs, and 
contributed to a comfortable 
supply position in food and 
non-food commodities. Indus¬ 
trial output as a whole increas¬ 
ed by 4.4 per cent due primarily 
to a rise of over 10 per cent in 
the output of core sector 
industries, improved availabi¬ 
lity of raw materials and 
harmonious industry-labour 
relations; textiles and a few 
consumer durable industries, 
however, recorded declines in 
output as a result of slackness 
in demand. 

Money Supply Expansion 

Money supply, which is 
broadly indicative of the aggre¬ 
gate demand in the economy, 
expanded by 11.7 per cent 
during the year, i.c., almost 
twice the rate of increase of 
6.4 per cent in 1974-75. This, 
however, was not as much a 
source of concern as in 1974-75 
viewed in relation to a rise of 
6.0 per cent in real national 
income. Though a sizeable 
increase in bank credit to 
commercial sector was pri¬ 
marily responsible for the 
expansion in money supply, it 
was matched by real resources 
in that the credit expansion 
reflected the need for financing 
a larger increase in output 
particularly of the agricultural 


sector. Another important 
source of monetary expansion 
which gave rise to matching 
claims on real resources was 
the sizeable inflow of foreign 
exchange. It is also noteworthy 
that the role of bank credit to 
government in money expan¬ 
sion was much smaller than in 
the previous years, reflecting 
the reduced dependence of the 
government on the banking 
system including the Reserve 
Bank. 

Decline in Credit 

In fact, the credit ex¬ 
tended by the Reserve Bank 
to the government declined 
during the year, in contrast 
to a sharp rise in 1974-75. This 
was made possible by the 
additional resources mobilisa¬ 
tion efforts by the centre and 
the states, success of the volun¬ 
tary disclosure scheme, larger 
market borrwings and receipts 
of small savings, increased 
industrial production and size¬ 
able foreign aid realisations. 
These fiscal efforts were rein¬ 
forced by monetary restraints 
which were operated in a flexi¬ 
ble manner so as to facilitate 
increased supplies. 

The reversal of the infla¬ 
tionary situation, building up 
of substantial stocks of food- 
grains and the launching of the 
new economic pragramme 
during the year gave a new 
turn to the development effort. 
The decline in prices provided 
the climate for increasing 
investment so as to move to¬ 
wards accelerated growth with 
greater social justice—the 
main theme of the new eco- 
mic programme. In this the 
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government took the lead by 
stepping up Plan investment 
and this was facilitated by 
improved budgetary position. 
Private sector investment also 
tended to move up; thus new 
capital issues by non-govern¬ 
ment public limited companies 
at Rs 99 crores in 1975 were 
much larger than in the pre¬ 
ceding' year; similarly, the 
financial support extended to 
the corporate sector by the 
term-lending institutions was 
also higher during the year. 
The remarkable growth in 
foreign exchange reserves, 
despite a sizeable deficit on 
trade account during the year, 
introduced a new factor in 
economic management. Apart 
from imparting greater viabi¬ 
lity to the country's external 
payments position, the reserve 
growth has become an impor¬ 
tant policy instrument for 
making it possible to accele¬ 
rate investment without running 
the risk of serious inflation. 
Thus the economic situation as 
it developed by the year ended 
June 1976 contained all the 
important elements favourable 
to attaining progressively 
higher levels of investment in 
an environment of relative 
price stability. 

Rise in Prices 

Viewed against this back¬ 
ground, the developments in 
the economy subsequent to 
June 1976 seem to be somewhat 
out of tune. The two major 
developments, which seem to 
have become a source of con¬ 
cern once again, are the steady 
rise in prices and expansion in 
money supply. The wholesale 
price index (1961-62*100), at 
310.2 on November 6, 1976, 
shows a rise of almost three per 
cent over the index as of June 
26. The rise in prices since 
March 20, 1976, when prices 
resumed their upward trend, 
has been about 10 per cent 


thus wiping out a considerable 
part of the price decline achie¬ 
ved between September 1974 
and March 1976. Simultane¬ 
ously, money supply has ex¬ 
panded by 3.6 per cent bet¬ 
ween end-June and November 
12, 1976, compared with an 
expansion of less than one per 
cent in the corresponding 
period of 1975. Taking the 
financial year so far i.c. from 
cnd-March to November 12, 
1976, money supply has in¬ 
creased by 11.2 per cent, com¬ 
pared with an increase of 6.3 
per cent in the same period of 
1975. 

Speculative Forces 

Considering, however, that 
the pressure on prices has 
emanated from a few items in 
each of the two important 
commodity groups of the index 
(namely, food articles and 
industrial raw materials), the 
price rise could be regarded as 
‘‘sectional'’ resulting from 
shortages and distributional 
problems connected with these 
specific commodities. The rise 
in prices caused by spot shor¬ 
tages to have been aggravated 
by speculative forces in the 
market for these items. 

The recent rise in prices points 
to some important facts. It is 
obviousl> necessary to have 
accurate and scientifically 
based crop estimates, as other¬ 
wise frequent revision in esti¬ 
mates could unsettle the market 
and lead to speculation and a 
psychology of scarcity. It is 
equally important to evolve an 
effective policy for the raising 
and marketing of commercial 
crops which would facilitate an 
early detection of the emerging 
shortages, as also the framing 
of a realistic export policy in 
regard to these commodities. 
The price rise has also laid bare 
the deficiencies of the existing 
channels of distribution and 


points to the need for enlarging 
public distribution so as to* in¬ 
clude not only foodgrains but 
also other essential commo¬ 
dities. Such a public distribu¬ 
tion system would necessitate 
the building up of buffer 
stocks of commercial crops 
besides foodgrains. The recent 
rise in prices, though sectional, 
calls for continuing vigilance, 
as otherwise these pressures are 
likely to spill over and develop 
into a general price rise. The 
commodities which have shown 
price rise in the last eight 
months are mass consumption 
items and even marginal shifts 
in their supply position are 
likely to seriously disturb the 
price situation. Besides, in an 
economy which has gone 
through the ordeal of inflation 
for two years and which may 
still be prone to inflationary 
pressures, price stability cannot 
be taken for granted. 

Strong Measures 

In the short-run, therefore, 
measures to improve supplies 
of the “price-sensitive” com¬ 
modities are called for, 
restriction, postponement or 
staggering of exports of these 
sensitive items may be one 
solution. Similarly, supplies 
could be improved through 
imports. The government has 
already moved in this direction 
by arranging for larger imports 
of raw cotton and edible oils 
any by restricting exports of 
groundnuts (HPS variety) and 
staggering sugar exports. These 
measures, together with regula¬ 
tion of bank credit for com¬ 
mercial crops in short supply, 
should greatly discipline the 
behaviour of prices in the short 
sun. 

Further developments on the 
price front would very much 
depend on the size of agricul¬ 
tural output this year, the rate 
at which these would flow on 


to ' the market, progress *of 
industrial output, pattern And 
pace of investment in the eco¬ 
nomy, and the nature of mone-^ 
tary and other policies. 

Despite delayed monsoons 
and floods in certain parts of 
the country, the overall food- 
grains production is likely to 
be around 116 million tonnes. 

Food Buffer-Stocks 

Even if the output falls below 
the target of 116 million ton¬ 
nes, it may not be a cause for 
concern, considering the stocks 
of 17-18 million tonnes build 
up over the previous year which 
could be drawn down to a 4 
sizeable extent to check the 
rise in prices. As for commercial 
crops, there is likely to be a 
shortfall or no perceptible in¬ 
crease in output except in 
the case of jute and mesta. The 
outputs of raw cotton and 
groundnut arc likely to be 
below 1975-76 levels. 

Industrial output is estimated 
to have recorded a rise of 12 
per cent during January-August 
1976 and, on present indica¬ 
tions, it is expected to increase 
by nine per cent during the year 
as a whole. A number of 
measures taken by the govern¬ 
ment during the year have 
contributed to this order qf 
growth. A considerable part of 
the increase in output has been 9 
achieved through better utilisa¬ 
tion of capacity based on larger 
availability of inputs. If higher 
rates of rise in industrial out¬ 
put are to be achieved, addi¬ 
tions to capacity will have to 
lake place and this in turn will 
call for a rising rate of invest¬ 
ment. The climate for indus¬ 
trial investment seems to be 
favourable now. Apart from 
simplifying the procedures for 
imports of capital goods, spares 
and components and ! raw mate¬ 
rials, the government has 
granted excise duty relief in 
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[ respect of a number of items 
[of manufacture, so that 
f the end-prices of these are 
^within the reach of consumers. 
In the wake of these measures 
and the step-up in Plan invest¬ 
ment by the government, 
private investment is also ex¬ 
pected to go up. 

Increased industrial invest¬ 
ment should result in greater 
availability of industrial pro¬ 
ducts at reasonable prices. In 
this the industry has to play its 
role. The aim of industries 
should be to lower prices of 
^industrial products over time. 
Recent experience shows that 
prices of manufactures have 
either remained stable or dec¬ 
lined marginally even when the 
overall price index declined 
substantially. This suggests that 
in respect of manufactures the 
relief to consumers was more 
by way of improved availabi¬ 
lity than reduced prices. In a 
changing market situation from 
sellers’ to buyers’ market, 
industries should face the 
challenge by adjusting their 
attitudes to pricing and mar¬ 
keting their products. 

Monetary Restraints 

While efforts are made to 
improve the supply position, 
^he present framework of mone¬ 
tary restraints will have to 
continue so as to correct im¬ 
balances between aggregate 
demand (money supply) and 
aggregate supply; otherwise 
pressures on prices may become 
accentuated, particularly in the 
^context of rising investment, 
and thus impair the objective 
of development with relative 
price stability. The need for 
continuing the monetary rest¬ 
raints becomes obvious in the 
light of the recent monetary 
^expansion which has emanated 
irom several sources such as 
inflow of foreign exchange, 
increase in credit for food pro¬ 


curement, reflatlonary impact 
of the budget, step-up in invest¬ 
ment and credit to commercial 
sector, resulting in an increase 
in the liquidity of the banking 
system. This needs to be re¬ 
strained; or else monetary 
expansion during 1976-77 is 
likely to outpace the growth 
of national product and thus 
disturb the balance between 
money supply and output and 
prices. 

(The review of the general 
trends in the Indian economy 
is given below.) 

income and savings 

National Income: The subs¬ 
tantial growth in agricultural 
and industrial production 
mainly contributed to the 
higher growth rate of real 
national income during 
1975-76. The growth in real 
national income (at 1960-61 
prices) is estimated at 5.5 per 
cent, compared to 0.2 per cent 
in 1974-75. The per capita real 
income at Rs 354 is estimated 
to rise by 3.8 per cent, in con¬ 
trast to the decline of 1.7 per 
cent in the previous year. 

Saving: The rise in the ratio 
of domestic saving to national 
income at current prices from 
13.2 per cent in 1974-75 to 
14.5 per cent in 1975-76 has to 
be viewed in relation to the 
major sectors contributing to 
domestic saving, i.e., public 
sector (including public sector 
undertakings) private corporate 
sector (including cooperative 
institutions) and the rest 
grouped as the household sec¬ 
tor. Thus viewed, the largest 
proportion of domestic saving 
originated, as in the previous 
years, in the household sector. 
This sector contributed 64.6 
per cent of the aggregate 
domestic saving in 1975-76. 
compared to 61.3 per cent in 
197+75. The share of public 
sector in domesting saving in¬ 


creased from 30.4 per cent in 

1974- 75 to 31.4 per cent in 

1975- 76, while that of private 
corporate sector declined. The 
aggregate saving of the house¬ 
hold sector increased from 
Rs 5,333 crores in 1974-75 to 
Rs 6,938 crores in 1975-76, 
showing an increase of 30.0 per 
cent. As a proportion to net 
national croduct, it increased 
from 8.9 per cent to 11.2 
per cent. 

Investment: The aggregate 
investment as percentage of 
national income registered an 
increase from 14.4 per cent in 

1974- 75 to 16.0 per cent in 

1975- 76 due mainly to an 
impressive rise in domestic 
saving. As a result the share 
of domestic saving in total 
investment is estimated to have 
increased from 88.2 per cent 
in 1974-75 to 90.9 per cent in 
1975-76. Correspondingly, the 
share of net inflow of foreign 
resources declined from 11.8 
per cent to 9.1 per cent. 

output and prices 

Agricultural production: The 
increase in agricultural produc¬ 
tion during 1975-76 is estimated 
at 8-10 per cent. Production of 
foodgrains, which responded 
to favourable wheather condi¬ 
tions and improved application 
of inputs, viz, seeds, irrigation 
and fertilisers, amounted to 
118 million tonnes, against 114 
million tonnes in the previous 
year. During the year 1975, 
public distribution of food- 
grains aggregated 11.1 million 
tonnes, compared to 10.8 
million in 1974 and 11.4 million 
tonnes in 1973. The govern¬ 
ment’s stocks by the end of 
June 1976 stood at 17.6 million 
tonnes, compared to 4.9 million 
tonnes a year ago. As for 
commercial crops, the produc¬ 
tion of oilseeds was higher 
(11.0 million tonnes against 
8.4 million tonnes), while that 


of cotton and jute/mesUL was 
lower (66.70 lakh bales' 1 and 
58.30 lakh bales, against 70.80 
lakh bales and 58.34 lakh 
bales). The output of coflee 
was also lower (82,000 tonnes, 
against 92,100 tonnes), whereas 
the sugarcane crop was of the 
same size as in 1974-75, namely, 
14.3 million tonnes (gur). 
There was a slight fall in the 
production of tea from 489 
million kg in 1974 to 487 
million kg in 1975. 

industrial sector 

Industry: The performance 
of the industrial sector in the 
calendar year 1975 was rather 
mixed: while industries in the 
‘core sector’ such as coal, 
electricity, steel, fertilisers, 
cement, non-ferrous metals 
witnessed a growth rate of over 
10 per cent, certain sub-sectors 
such as cotton textiles and yarn 
and some consumer durables 
recorded actual declines in 
production. As a consequence, 
the rate of growth for the 
industrial sector as a whole was 
only 3.9 per cent, although this 
was significantly higher than 
the growth rate of 2.2 per cent 
achieved in 1974. The general 
index of industrial production 
during the first half of 1976 
(January-June) was higher by 
as much as 13 per cent than in 
the corresponding period last 
year. Some of the industries 
contributing to such a high 
growth rate during the period 
are : cement (+26.4 percent), 
saleable steel (+23.3 per cent), 
steel ingots (+13.9 per cent), 
electricity (+22.5 per cent), 
coal (+9.9 per cent) and vanas- 
pati (+26.5 per cent). 

Price Situation: Wholesale 
prices showed a welcome dec¬ 
line of 6.0 per cent during 
1975-76 (July-June), in contrast 
to the rise of 16.9 percent 
recorded in the preceding year. 
If comparison is made on a 
point-to-point basis, between 
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end-June 1975 and end-June 
1976, the general prices level 
still showed a decline of 3.0 per 
cent, in contrast to the margi¬ 
nal rise of 0.7 per cent between 
end-June 1974 and end-June 
1975. The decline in the price 
level is only in the nature of a 
continuation of the downtrend 
that had set in prices since the 
third week of September 1974. 
However, the downtrend was 
halted by the beginning of the 
fourth week of March 1976. The 
wholesale price index for ‘all 
commodities’ stood at 282.3 
on March 20, 1976 and was 
lower by 9.2 per cent than the 
level of 311.0 at the end of 
June 1975. The second phase 
in price trends (between March 
20 and end-June 1976) witnes¬ 
sed a reversal of the trend of 
the preceding phase. The ‘ail 
commodities’ index recorded 
a rise of 6.9 per cent during 
the period, principally brought 
about by food articles and 
industrial raw materials. 

Cost of living: The year wit¬ 
nessed a remarkable decline in 
the consumer price index (base 
1960 = 100) in line with the 
declining trend in wholesale 
prices. This was the steepest 
decline recorded since 1961. 
The index for industrial workers 
fell by 11.3 per cent during 
1975-76, in contrast to a rise 
of 9.0 per cent in the previous 
year. The drop in the con¬ 
sumer price index for non- 
manual employees during the 
year was reletively smaller (i.e. 
4.6 per cent); it had increased 
by 10.5 per cent last year. 

money and banking 

Money supply: The expan¬ 
sion in money supply with the 
public at Rs 1,423 crores (11.7 
per cent) during the year was 
almost twice the rate in 1974-75 
(Rs 737 crores or 6.4 per cent), 
though this was lower than the 
increases in 1972-73 and 1973-74 
<16.9 per cent and 14.9 per 


cent, respectively). Viewed in 
relation to the estimated rise 
of 5.5 per cent in national 
income and improved sup¬ 
plies of the key agricultural 
and industrial commodities 
ties, this order of monetary 
expansion was not as much a 
source of concern as was the 
case in the previous year when 
national income was almost 
stagnant. 

Bank Credit 

The expansion of Rs 2,510 
crores in bank credit to 
to the commercial sector was 
almost twice the rise recorded 
last year (Rs 1,263 crores) and 
reflected the need for financing 
a larger increase in output 
particularly of the agricultural 
sector. Expansion in net bank 
credit to government on the 
other hand, was considerably 
lower at Rs 283 crores, against 
Rs 1,404 crores. Even this 
order of expansion was brought 
about primarily by an increase 
extended by other banks to the 
government, while the credit 
of Rs 542 crores in the credit 
extended by the Reserve Bank 
to the government declined by 
Rs 259 crores, in contrast to a 
sharp increase of Rs 945 crores 
in 1974-75. The expansionary 
impact of bank credit to com¬ 
mercial and government sectors 
and net foreign exchange assets 
of the banking sector was 
neutralised to a sizeable extent 
by the substantial increase in 
the non-monetary liabilities of 
the banking sector. The rise 
in non-monetary liabilities 
resulted from an increase of 
Rs 1,769 crores or 23.0 per 
cent in time deposits with 
banks during 1975-76, com¬ 
pared to an increase of Rs 1,223 
crores or 18.9 per cent in 

1974- 75. 

Banking trends: The pace of 
bank credit expansion during 

1975- 76 (July-June) was faster 
than that of deposit accretion, 


resulting in larger indebtedness 
of banks to the Reserve Bank. 
Bank credit rose sharply by 
Rs 2,509 crores or 28.0 per cent 
compared to Rs 1,097 crores 
or 14.0 per cent in 1974-75. 
More significantly, greater part 
of the increase in bank credit 
was accounted for by food 
advances (1,390 crores or 55.4 
per cent): as against this, the 
share of food advances in 

1974- 75 was only Rs 272 crores 
or 24.8 per cent. The increase 
in non-food advances was also 
higher by Rs 1,119 crores in 

1975- 76, compared to Rs 825 
crores in 1974-75. Deposit 
accretion at Rs 2,512 crores 
(20.0 per cent) was also signi¬ 
ficantly higher than that of 
Rs 1,788 crores (16.6 per cent) 
in 1974-75. 

Credit-Deposit Ratio 

The incremental credit- 
deposit ratio at 99.9 per 
cent was much larger compared 
to the ratio of 61.4 per cent in 
1974-75 owing to the pheno¬ 
menal expansion in food credit. 
The credit-desposit ratio as 
at the end of June 1976 at 76.1 
per cent was 4.7 percentage 
points higher than the ratio a 
year ago. Excluding food credit, 
the ratio was 61.6 per cent at 
the end of June 1976. Cash in 
hand and balances with the 
Reserve Bank registered a lar¬ 
ger expansion of Rs 100 crores 
as against a decline of Rs 41 
crores. Investments in govern¬ 
ment and other approved 
securities increased by Rs 786 
crores compared to Rs 657 
crores in 1974-75. The ratio 
of liquid assets to aggregate 
desposits, however, stood lower 
at 38.7 per cent by end-June 
# 1976 as against 39.4 per cent 
a year ago. 

Credit policy: The general 
framework of credit policy 
continued to remain restrictive 
during 1975-76, though within 
the overall ambit of monetary 


discipline certain selective 
liberalisations were made to 
assist industrial growth and to 
promote exports. The main * 
objective of credit policy was 
to prevent recurrence of infla¬ 
tionary conditions. Thus, 
while the general as well as 
selective credit controls were 
applied more flexibly during 
the year, the policy of credit 
restraint was continued. With 
a view to regulating both the 
cost and the availability of 
Reserve Bank refinance, the 
net liquidity ratio system which 
had existed for over a decade 
was abolished and was replac-' 
ed by a system of refinance 
and rediscount that was essen¬ 
tially discretionary. Another 
important development was 
the introduction of a maximum 
lending rate, with the objective 
of bringing about an appro¬ 
priate relationship between the 
Bank rate and the lending 
rates of commercial banks. 

loans to agriculture 

Institutional finance for agri¬ 
culture: There was a further 
significant growth in the flow 
of institutional finance for agri¬ 
cultural development during 
1975-76. Aggregate direct 
institutional finance provided 
to agriculture during 1975-76 
is estimated to have amounted' 
to Rs 1*710 crores, 18.3 per 
cent higher than Rs 1,445 
crores in the preceding year. 
This improvement was noticed 
in short-term loans as well as 
term loans extended and was 
shared by all the institutions 
(i.e. cooperatives, state 
governments and commercial 
banks). Short term loans 
extended by them increased 
during the year under review 
by 17.8 per cent (to Rs 1,185 
crores) as compared with 13.4 
per cent in 1974-75. Term s 
loans disbursed at Rs 525 
crores registered a rise of 19.4 
per cent, compared with 28.2 
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per cent in the preceding 
year. The share of term loans 
in the aggregate loans extended 
to agriculture during the year 
worked out marginally higher 
at 30.7 per cent, compared to 
30.4 per cent in the previous 
year. Under the 20-point 
economic programme, nine¬ 
teen regional rural banks were 
set up during the year under 
review. The credit extended 
by these banks to small and 
marginal farmers and rural 
artisans upto June 1976 amoun¬ 
ted to Rs 1.5 crore. State 
, governments made budget 
provision for loans of the 
order of Rs 95.5 crores during 
1975-76 against Rs 77.5 crores 
in the preceding year. Loans 
issued by scheduled commer¬ 
cial banks are estimated at 
Rs 374.4 crores, representing 
an increase of nearly 30.9 per 
cent over that disbursed in 
the preceding year. However, 
by far the major share of the 
institutional loans extended to 


agriculture continued to be 
provided by cooperatives. 
During the year, aggregate 
direct loans issued by coope¬ 
ratives amounted to Rs 1,238 
crores, an increase of nearly 
14.5 per cent over those in the 
preceding year. A notable fea¬ 
ture was the significant increase 
(17.4 per cent) in the amount 
of term loans. Indirect finance 
extended by co-operatives for 
procurement of foodgraing, 
marketing of agricultural com¬ 
modities. distribution of ferti¬ 
lisers, etc, aggregated Rs 560 
crores against Rs 512 crores 
during 1974-75. 

budgetary policies 

Budgets: The budgetary 
policy for 1975-76 was gear¬ 
ed to bring about stabilisation 
of prices even while promoting 
economic growth. In the 
latter part of the year with 
the reversal or inflationary 
pressure and announcement of 
the new economic programme, 


investment expenditure was 
stepped up. This was facilitat¬ 
ed by additional resource 
mobilisation efforts by the 
centre and state since 1974-75, 
increase in industrial produc¬ 
tion in 1975-76, success of the 
scheme of Voluantary Disclo¬ 
sure of Income and Wealth, 
larger net market borrowings, 
and increases in receipts from 
small savings and state provi¬ 
dent funds. The combined 
budgetary deficit of the centre 
and states was subtantially 
lower at Rs 468 crores (revised 
estimates) than Rs 752 crores 
in 1974-75. The combined 
aggregate receipts recorded a 
rise of 23.9 per cent in 1975-76 
over the level of the preceding 
year. Both revenue and capi¬ 
tal receipts contributed to this 
rise. Tax receipts increased by 
17.2 per cent and capital 
receipts by 33.8 per cent. 
Aggregate disbursements of 
centre and states (combined) 
rose by 21 percent in 1975-76, 


almost at the same rate as in 
1974-75. They formed 31.8 
percent of national income, 
compared to 27.0 per cent in 
1974-75. Non-developmental 
outlay increased by 26.6 per 
cent and developmental outlay 
by 19.3 per cent in 1975-76. 
The anticipated overall deficit 
of Rs 247 crores in the central 
budget estimates for 1975-76 
turned out to be larger at 
Rs 490 crores, though the 
deficit is still substantially 
lower than in 1974-75 (Rs 121 
crores). Aggregate receipts rose 
by Rs 2,849 crores to 
Rs 12,702 crores in 1975-76 
from Rs 9,853 crores in prece¬ 
ding year, while aggregate 
expenditure moved up over the 
year by Rs 2,618 crores to 
Rs 13,192 crores. The combin¬ 
ed budgetary position of the 
states reveals a deficit of Rs 38 
crores during 1976-77, as 
against a surplus of Rs 22 
crores in 1975-76. The overall 
plan outlay has been stepped 


I i 


THE INDIAN SMELTING & REFINING CO. LTD. 
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up by Rs 917 crores or by 33.8 
per cent to Rs 3,628 crores as 
compared to the original Plan 
outlay in the preceding year. 
Aggregate receipts of Rs 10,889 
crores at the revised rates of 
taxation are budgeted higher 
by Rs 668 crores or 6.5 per 
cent over the preceding year. 
Aggregate disbursements at 
Rs 10,927 crores are budgeted 
higher by Rs 728 crores or 7.1 
per cent compared to an in¬ 
crease of Rs 1,566 crores or 
18.1 per cent in 1975-76. 

internal liabilities 

Public debt: The outstand¬ 
ing public debt of the govern¬ 
ment of India stood at 
Rs 20,451 crores at the end of 
March 1976, the increase 
during the year 1975-76 being 
Rs 1,661 crores (8.8 per cent), 
compared to Rs 1,817 crores 
(10.7 per cent) in the previous 
year. Internal debt rose by 
Rs 978 crores (7.9 per cent) 
and external debt by Rs 683 
crores (10.6 per cent). As a 
proportion of national income 
at current prices, public debt 
is estimated to have increased 
from 31.3 per cent in 1974-75 
to 33.0 per cent in 1975-76. 
The outstanding debt liabili¬ 
ties of state governments at 
the end of March 1975 in¬ 
creased by Rs 1,049 crores to 
Rs 13,615 crores, compared 
to an increase of Rs 975 crores 
during 1974-75. The increase 
is lower than the budget 
estimates which indicated 
that the states* debt liabilities 
would rise by Rs 1,125 crores 
to Rs 14,740 crores at the 
end of March 1977. In the 
result, the ratio (proportion) 
of states* debt liabilities to 
national income at current 
prices stood at 22.0 per cent. 

New issues: General slug¬ 
gishness, accompanied by 
strong undercurrents of revi¬ 
val, was the main feature of 
the capital market during 


1975-76. The net funds bor- 
rawed by government and 
semi-government institutions 
through issue of securities 
rose to Rs 1,137 crores in 
1975-76 from Rs 1,084 crores 
in 1974-75. The gilt-edged 
market in 1975-76 witnessed a 
moderate recovery from the 
downtrend noticed in 1973-74 
and 1974-75. The total amount 
consented/acknowledged was 
Rs 265 crores in 1975 against 
Rs 199 crores in 1974. New 
capital issues by non-govern- 
ment public limited companies 
in 1975 at Rs 99 crores were 
substantially large than Rs 57 
crores in 1974. The trend of re¬ 
vival of activity in the capital 
market was reflected in large 
new issues during the year. 

rise in capital issues 

Capital issued by non¬ 
government public limited 
companies by way of shares 
(other than bonus) and deben¬ 
tures reached a new high of 
Rs 98.6 crores in 1975, as 
compared with Rs 56.5 crores 
in 1974 and Rs 72.8 crores in 
1973. The major portion of the 
capital issued came through 
prospectuses (from Rs 45.9 
crores in 1974 to 85.5 crores 
in 1975) which formed about 
86 per cent of the total amount 
of new issues as against only 
81 per cent in 1974. The 
amount issued through rights 
also increased from Rs 10.6 
crores in 1974 to Rs 13.1 cro¬ 
res in 1975. 

Term finance: Both sanc¬ 
tions and disbursements by 
the term-lending institutions 
during the financial year 
1975-76 were higher at Rs 590 
crores and Rs 401 crores, as 
compared with Rs 499 crores 
and Rs 363 crores, respec¬ 
tively, in 1974-75. The internal 
resources position of the pri¬ 
vate sector appears to have 
improved considerably. The 
retained profits of 1,650 large 


and medium public limited 
companies rose from Rs 229 
crores in 1973-74 to Rs 368 
crores in 1974-75. The general 
state of the capital market 
was reflected in the index of 
equity prices which rose by 11 
per cent over the year, in con¬ 
trast to a decline of 32 per 
cent in 1974-75. 

trade and tariffs 

Exports and Imports: The 

continuance of recessionary 
trends in the major industrial 
economics of the world and 
the consequent reversal of 
commodity boom had their 
impact on India’s foreign 
trade during 1975-76 which 
was marked by a slackening in 
the growth rates of both ex¬ 
ports and imports. The trade 
deficit was slightly higher at 
Rs 1,216 croies against Rs 1,190 
crores in 1974-75 reflecting a 
larger increase in the value of 
imports. The terms of trade 
declined further in 1975-76 to 
about nine per cent, as compa¬ 
red with 27 per cent last year. 
Total exports scaled a new 
peak of Rs 3,942 crores, show¬ 
ing an increase of 18 per cent, 
compared to 32 per cent in 

1974- 75 and 28 per cent in 
1973-74. The rise in exports 
in 1975-76. was due to the 
increase in both quantum and 
unit prices. Imports during 

1975- 76 amounted to Rs 5,158 
crores, registering an increase 
of 14 per cent over the 
level during 1974-75. The rise 
inimpoits was largely due to 
foodgrains and fertilisers, 
imports of which were not 
only larger in volume but also 
at higher prices. 

Trade policy: Trade policy 
during 1975-76 was devised 
mainly to impart dynamism to 
the country’s efforts for expan¬ 
sion and diversification of ex¬ 
ports. A significant aspect of 
the new export drive related 
to the stepping up of produc¬ 


tion for exports. Under the 
import policy for 1975-76, a 
system of automatic licensing 
was introduced for meeting 
the immediate requirements of 
export industries in respect of 
raw materials and components. 
Facilities for export-linked 
import licences were also intro¬ 
duced and import entitlements 
under the replenishment 
scheme were enhanced by 10 
per cent in respect of selected 
industries while import of 
spares was further liberalised. 

Reserves: The main feature 
of external transactions during 
1975-76 was the symptom of 
the emergence of a viable pay¬ 
ments position. Foreign ex¬ 
change reserves which reflect 
the net outcome of the exter¬ 
nal transactions recorded a 
phenomenal rise of Rs 881 
crores in 1975-76 (April- 
March), compared with an 
increase of Rs 30 crores in 
1975-76; in the result, the 
foreign exchange reserves at 
the end of March 1976 at 
Rs 1,492 crores were almost 
two and a half times the level 
at the end of March 1975. If 
the drawals from the IMF are 
excluded, the reserves would 
have increased by Rs 674 cro¬ 
res in 1975-76, whereas in 
1974-75 these reserves would 
have fallen substantially by ^ 
Rs 455 crores. 

External Assistance: There 
was a spectacular increase in 
the aid inflows during 1975-76, 
as is reflected in both aid 
authorisations and aid utilisa¬ 
tion during the year. The net 
receipt of aid at Rs 949 croies 
in 1975-76 exceeded the inflow 
of Rs 861 crores in 1967-68 
which was the peak for the 
last decade. This position was 
largely the result of a large 
quantum of aid made available 
by the Organisation of Petro- * 
leum Exporting Countries and 
substantial grants authorised 
by the UK. 
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Century Rayon 

An example of social 
responsibility 


Centuiy sets rn sample 10 oThcr large 

corporations by its policy of synthesising 
l wviro to the community. fulfilment of its 
I obligations to the employees, the customers 
I and the shareholders. Anti yet. you will be 
surprised, it is making the highest contribution 
to the national exchequer by way of tax 
payments as wall as foreign exchange savinga 
and earnings 

In spite of runaway Inflation In the cost of raw 
materials and other inputs such as labour, 
spare*, fuel and water. Century Rayon seta 
another example by holding the pnceline for 
Ita products. 


PROFESSIONAL MANAGEMENT: 
Besides the philosophy, the secret lies 
In its professional management. 
Maximum decentralisation and 
delegation of authority and 
responsibility, has built an outstanding 
team of managers and workers, with 
a completely autonomous decision 
making process in each of its segments. 

ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES: 

Century Rayon believes in supporting 
a number o< small entrepreneurs. 

Rightly so And it has become e 
benign big brother lo a number of 
auxiliary and ancillary industries. It la 
helping them in three segments, viz, a) 
the small scale suppliers, b) the smell 
processors who use Century's bye* 
products and waste products, c) 
a large nation-wide community of 
small weavers dependent on Cenrur/s 
supply of yarn Century Rayon is 
helping them in marketing. 

THE NATIONAL EXCHEQUER: 

How much do you think Century 
Ravnn is paying by way of Taxes? 

To lha tune of Rs 8 crores in excise 
outv end other levies, over and above 
(he income tax paid by the parent 
company, Century Spinning b 
Manufacturing Co. Lid., to the extent 
Of Re. 7 crores per year. 

EXPORTS: 

Why is it that the Century Rayon 
Tyrecord is equal 10 the world s best ? 
The testimony is constantly rising 
exports to sophisticated international 
markets The iota? foreign exchange 
earning including Rayon Fabrics £r 
Chemicals so far exceeds Rs. 6 crores. 

EMPLOYEE WELFARE: 


fii'T ■ vafs&'SM 




Century's workers are happy because 
of one of the finest housing colonies 
provided to them, along with a club 
house, e coopeiative bazar and a credit 


society. They en|oy the boat 
educational facilities for their children, 
consisting of primary end secondary 
schools and a college for Arts, 

Science and Commerce. Its medical 
care is unique, with a full fledgod 
50 bed hospital, end tiee medicine 


COMMUNITY SERVICE. 



Recreation, too. is deer to its heart 
Veet playgrounds, beautiful swimming 
pools and gardens, a large library, its 
own network of roads and water 
works and. to top it all. one of the 
finest femples in a subtime atmosphere- 
ell theee amenities constantly growing 
In size and quality. 



Century Rayon encourages sports 
both for the amateur and the seasoned 
sportsman Century* sports teams 
have bean winning many a laurel 
on the playgrounds. 

CREATING EMPLOYMENT: 

In today's context. Century Rayon's 
contribution is significant, by 
providing employment to over 6.000 
workers directly, and supporting an 
antira township dependent on it. 

INDUSTRIAL RELATIONS: 

What would you say for a record of 
more than sixteen years of 
uninterrupted production, without 
losing a single manhour due to strike 
or strife ? Relations with the employees 
•re exemplary because of a direct. • 
frank and honest rapport with them 
across the table, without external 




In times of calamities like 
carihquakes. wais droughls and 
hoods Century Rayon has sprung to 
the (.all of duty voluntarily , /tending 
not onfy financial help but also 
providing volunteers and other relief 
measures 

RESEARCH AND DEVELOPMENT. 



Well equipped laboratories and a team 
of dedicated scior'ixts and technicians 
ensure the position of b’ariorship for 
Century Rayon—be *t the finest rayon 
filament yarn or the toughest, 
improved rayon tyre cord, 

CAUSTIC SODA 

To meet the needs of genuine users In 
the present acute shortage conditions. 
Century Chemicals is following a 
policy of supplying the entire 
production to Actual Users on the 
basis of past offtake, at fair prices. 



' CENTURY RAYON 

Industry House, 

169.Chuichgate Reclamation, Bombay 400020 
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An order of priorities 

Last week, in these columns, the three major economic issues which the government, 
trade and industry and the community had to come together to cope with were 
pinpointed and briefly discussed. Here, somewhat more detailed consideration may 
usefully be given tc them. The problems, let us remind ourselves, are a trend towards 
higher prices of essential commodities, stagnant or near-stagnant employment and 
investment lagging behind the needs of medium-term growth. For quite some time 
now the government has been pursuing monetary and fiscal policies designed to curb 
excesses of purchasing power or consumption, besides regulating investment outlays in 
the private sector and the public. This approach has had a certain measure of success 
in containing inflation, but lately money supply has been expanding at a rate which 
bids fair to revive inflationary strains. Could it be because there have been elements 
in public or other spending which are inconsistent with the larger strategy or policy 
objective? This matter needs to be closely looked into if the fiscal and monetary 
disciplines imposed on the economy are not to be frustrated in their purpose. 

Much reliance has been placed on administrative measures for directing distribu¬ 
tion or policing the trade at both wholesale and retail levels. Here, again, there have 
been substantial gains for the economy and the people, but, as against this benefit, 
there has been some loss in the confident functioning of normal trade channels. 
Government-administered distribution has proved to be less economical or efficient 
than expected, while bureaucratic or other intervention in the day-to-day working of 
private trade has adversely affected the free flow of goods or otherwise interfered with 
market forces. Thanks to an easy food grain situation and general improvement in 
the production of consumer goods or other outputs of industry, the community has so 
far not experienced in full the impact of these unhelpful developments, but it is 
obvious that, if things are not set right, the tendency of prices to increase will be 
encouraged by this state of affairs. 

Looked at in this manner, the price situation would seem to need being 
ministered to in certain ways. In the first place, the government—using this term in the 
wider sense which has become appropriate now—ought to prevent or discourage the 
spending of its revenues or other money (over which it, i.e., the government, again, in 
the wider sense has control) on unproductive consumption which does not create deve¬ 
lopment assets for the community. By doing so, it would be constructively assisting in 
the avoidance of inflationary excesses in the growth of money supply. Secondly, the 
administration should resist pressures for the setting up or sponsoring of public or 
semi-public retailing or other merchandising agencies. The hope that such institutions 
could serve the consuming public more efficiently or with greater integrity than the 
normal trade channels has been generally falsified. Setting aside a few honourable 
exceptions, these agencies have been plagued by mismanagement or worse, including 
organized graft. It is therefore becoming increasingly evident that the public interest 
will be better served if private trade channels are allowed to resume their natural 
position as reasonably free agents in a market economy which itself should be enabled 
to operate with as few administrative restrictions as possible on the movement of goods 
across the country. 

Uneasiness about price trends should not be allowed to come in the way of the 
basic objective of generating more employment opportunities for the nation’s armies of 
the unemployed and the underemployed. Neither should it deter the clear-eyed pursuit 
of medium-term economic growth at a fast enough rate. It would be temptingly easy, 
but ruinously unwise to slow down investment in the employment-oriented or produc¬ 
tion-oriented expansion of the economy merely for the purpose of sparing us the strain 
of having to follow a realistic or otherwise sensible policy for prices. The price 
problem can and ought to be managed in the context of an investment policy geared to 
the growth of the economy, including the growth of employment. It may readily be 



granted, of eourie, that higher leveli cf 
public expenditure alone cannot assure us 
of a rise in the level of economic activity. 
The Finance minister, who had been 
entertaining somewhat different ideas 
when he presented the central budget last 
year, has probably grown wiser since. 
There arc far too many grey areas in the 
economy to which the benefit of larger 
public spending has been denied or 
delayed. Quite clearly a more sophisticat¬ 
ed approach is called for if the contents 
and directions of public investment are to 
succeed in revitalising the economy in all 
its parts. 

Currently there is a highly encouraging 
trend towards an increase in the savings 
of households. In spite of pressures on 
family budgets, sections of urban com¬ 
munities enjoying higher-than-average 
middle class incomes, are developing a 
sense of thrift which is reflected in the 
growth of savings deposits with banks or 
other institutions, expansion of life 


The world economy could easily have 
done without the latest OPEC edict push¬ 
ing up oil prices. Eleven out of the 13 
oil-exporting countries, conferring at 
Quatar, agreed oft a 15 per cent 
increase in prices to be effected in two 
stages. Starting from January 1 this year, 
prices have been put up by H> per cent 
and from July 1 onwards the increase 
would be 15 per cent over the level ^ob¬ 
taining in 1976. This vote prescribes 
fixed increases (not percentage increases) 
in the prices of all crudes (irrespective 
of quality differences and present prices) 
by 51.19 a barrel initially and another 
50.60 subsequently. With market prices 
of major OPEC crudes ranging anywhere 
from 511 to 513 a barrel, this would mean 
larger percentage increases for the lower- 
priced or heavier varieties. Iran, for inst¬ 
ance, has increased the price of its light 
and heavy crudes to 512.81 and 512.52 a 
barrel respectively with effect from Janu¬ 
ary l and it proposes to push up these 
prices to 513.41 and 513.12 respectively 
on July 1. As a result the price of 
Iranian light crude has gone up by 10.2 


Insurance business and expenditure on 
private housing construction. This deve¬ 
lopment should be exploited much more 
than has been done so far so that the rate 
of saving in the economy could be steadily 
pushed up for the non-inflationary financ¬ 
ing of result-oriented, quick-yielding 
investment projects. The stock exchanges, 
for instance, should be revivified and 
investment in equities should be made 
more attractive so that the middle class 
may find it more and more worthwhile to 
save for the future. While higher govern¬ 
ment outlays must remain an important 
determinant of the sound management of 
the economy and a guarantor of its 
healthy growth, they will bear full fruit 
only if they are incurred and managed as 
an integral part of a strategy for ensuring 
productive economic activity all round. 
In the economic affairs of the nation, 
even more than in its other affairs, there 
is need for all sections of the people work¬ 
ing together in an equal partnership. 


per cent and that of Iranian heavy crude 
by 10.5 per cent in the first stage, while 
at mid-year they will be higher by 15.4 
per cent and 15.8 per cent respectively. 

Saudi Arabia and the United Arab 
Emirates, however, have refused to go the 
whole hog. After failing to persuade 
their OPEC partners to limit the price 
hike to five per cent until the end of 
1977, they have opted to follow their own 
counsel. Consequently, the increase in the 
^rice of Saudi light crude will be limited 
to * 0 .57 per barrel. Since Saudi Arabian 
and outputs together account for 

about om.'’ th * rc * totaI OPEC produc¬ 
tion, the net* im P act of the actual and 
prospective incu >ases in 0PEC P rices * 
on oil-importing countries as a whole 
would be less severe /^ aTl was generally 
feared ever since certain vc* ca - 1 °il’ ex P or t’ 
ing countries began * to ca^P . for 
another round of increases in OiJ 
At the same time, since Saudi oil is mos/^ 
exported to the United States and Japan, 
the other major oil-importing countries 
will have to bear most of* the burden of 
the higher-priced supplies from sources 


other than Saudi Arabia and the UAE. 
In this sence France and West Germany, 
particularly will be hit hard. 

There is also another way of looking a-j 
the OPEC price decision as it affects major | 
oil-importing countries. The economic 
recovery which has been taking place in 
the industrially advanced countries since 
mid-1975 presents a mixed pattern. The 
United States, West Germany and Japan 
have been in the vanguard of this advance 
and their economies are stronger and 
much more advantageously placed than 
those of France, Britain or Italy which 
are plagued by serious weaknesses. Thus, 
whereas inflation is currently coursing at 
a rate of five per cent in the United 
States and 3.5 per cent in West Germany, 
it is of the order of 10 per cent in France, m 
15 per cent in Britain and 20 per cent in 
Italy. 

Britain’s plight 

While the seven largest OECD economies 
(the USA, West Germany, Japan, France, 
Britain, Italy and Canada) had together 
marked up a real GNP growth of 5.5 
per cent in 1976, Britain's economy grew 
by one per cent and the average for the 
OECD economies, (excluding the USA, 
West Germany and Japan) was only 2.5 
per cent. In the same year, the United 
States, West Germany and Japan contri¬ 
buted a combined surplus of 56.5 billion 
to the balance of payments of the 24 
countries, but the group as a whole 
still showed a deficit of 829 billion. 

Finally, these divergences in national 
economic performance within the OECD 
have been strikingly brought out by the 9 
movements in the world's currency ex¬ 
changes, with the British pound and the 
Italian lira losing ground by 20 per cent 
and the French franc by 12 per cent as 
against the near-stability of the US dollar 
and an appreciation of 10 per cent in the 
value of the D-mark. In these circum¬ 
stances, the relatively weaker economies 
within the OECD, notably France and 
Italy, will be specially adversely affected by 
increases in their oil import bills following 
the raising of crude prices by the OPEC. 

An attempt has been made in some 

narters to justify the latest OPEC price" 
^ * by recalling US or other western 

"ion, both physical and political, 

aommai. 


A cartel shows its claws 
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of (julf or South American oilfields in the 
past. The original sins of the Seven 
Sisters have also been alluded to as an 
^ added argument. Discussion of this kind 
is pointless in terms of current global 
economic realities or contemporary oil 
politics, particularly west Asian oil 
politics. The latest round of increases in 
oil prices have come at a time when the 
economic course of many western coun¬ 
tries is still uncertain and wayward. Their 
fortunes, whether we like it or not, do 
have an important bearing on the trade 
or development of less industrialized 
countries as well as on international trade 
and capital movements as a whole. Any 
development su'h as dearer oil therefore 
'cannot but be of concern for all those 
countries which realise that they have a 
stake in the stability and orderly expan¬ 
sion of all parts of th" global economy. 
Right now it is essential to the smooth 
progress of world trade that industrial 
countries such as Britain, France and 
Italy should succeed early in mastering 
the graver aspects of domestic inflation 
and that the US, West German and 
Japanese economies should not be deter¬ 
red from moderate growth policies. To the 
extent the OPcC pric 1 decision has 
generated uncertainties in this area it 
must necessarily be viewed with lively 
apprehension. 

consumer resistance 

Fortunately there is a fair chance of the 
major oil-importing countries putting up 
desirable consumer resistance. Their 
f stockpiling of oil in the latter half of 1976 
in anticipation of OPEC manoeuvres is 
in their favour. The more strident 
politicians of the OPEC are banking 
on an increase in oil consumption in the 
United States and other industrial countries. 
But they also know that S iudi Arabia, 
which had initially opposed any price 
increase and had only reluctantly decided 
subsequently on a once for-all live per cent 
increase for all of 197/, is able and may 
be willing to step up its own oil output 
and thus thwart any attempt on the part 
of the other 11 OPEC producers to enforce 
a higher price structure for their crudes 
►'by curtailing supplies. The potential 
strength of the Saudi position in this 
respect has been underlined both enter¬ 
tainingly and emphatically by the violent 


diatribes directed against the Saudi 
Arabian Oil minister, Sheikh Ahmed Zaki 
Yamani, by certain OPEC commentators, 
notably the Iranian press. 

France’s president has promptly ex¬ 
pressed his disquiet over the growing 
militancy of the oil cartel. The new 
administration in Washington is also 
likely to show similar concern. Since 
there are within the OPEC itself powerful 
forces making for moderation and enligh¬ 
tened international cooperation, it may 
be that wiser counsels will prevail between 
now and July, especially if the oiJ-import- 
ing countries show sufficient statesman¬ 
ship and strengthen the hands of the 


‘•moderates’*. Incidentally, the difficulties 
which certain OPEC producers are bound 
to experience in marketing their heavy 
crudes which the higher price structure 
has rendered less competitive should help 
in cooling the “hotheads” within the 
cartel. Some of them are already beginning 
to be apprehensive of defections from the 
ranks of the Eleven who voted for the 
higher price structure at Quatar against 
Saudi Arabian advice recommending 
restraint. It is quite possible that the 
internal strains caused by its own excesses 
may do more to undo the oil cartel 
eventually than all the external pressures 
that may be brought to bear on it. 


Commerce ministry’s 

case for export bank 


Thf union Commerce ministry is reported 
to have submitted a detailed memorandum 
to the Banking Commission to consider 
favourably the case for creating a foreign 
trade bank to provide adequate finance 
for exporters. The ministry is understood 
to have pointed out that the facilities 
offered by the commercial banks and the 
Industrial Development Bank of India 
(IDBI) arc not adequate and that, even 
after setting up a high-level committee on 
export finance by the Reserve Bank, 
difficulties continue to be faced by 
exporters in getting timely and sufficient 
credit. In the absence of the full text of 
the memorandum, it is not possible to say 
to what extent the Commerce ministry has 
made a convincing case for establishing a 
foreign trade bank, it is true that, oeca 
sionally, exporters and their organisations 
have been voicing their grievances about 
the availability of credit and its high cost. 
But are these problems such as can be 
solved only by setting up a separate 
foreign trade bank 7 

The union Finance ministry and the 
Reserve Bank have been saying that, in 
enforcing restrictions on credit, care is 
always taken to ensure that the needs of 
exporters are promptly met so as to enable 
them to compete effectively in world 
markets. The latest annual report of the 


directors of the Reserve Bank has observed 
that the export sector continued to receive 
“high priority” in the provision of bank 
credit during 1975-76 and that banks were 
specifically asked to take appropriate 
steps to remove the bottlenecks, if any, in 
the way of speedy decisions. The report 
has described in detail the several measures 
taken, at the instance of the Standing 
Committee on Export Finance, to provide 
special facilities for the export of medium 
and heavy engineering goods, for overseas 
construction contracts, lor consultancy 
firms exporting consultancy services, for 
concessional pro*shipment credit for sugar 
mills, and so on. Financial facilities were 
also provided foi industries to participate 
in the fairs and exhibitions in foreign 
countries. It will be interesting to know 
whether there have been specific cases 
where the Reserve Bank has failed to act 
promptly in providing export finance even 
after the Commerce ministry has brought 
the difficulties to the notice of its Standing 
Committee. 

The Commerce ministry is reported to 
have represented to the Banking Commis¬ 
sion that the attitude of the commercial 
banks to exports is often found to be 
traditional while the need of the hour is to 
have a noii-traditional approach. But the 
fact that our engineering industry has 
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expressed confidence in its ability to re xh 
an export target of Rs 1000 crores by 1978- 
79 seems to indicate that difficulties in 
getting export credit are not of a serious 
nature. In fact, Mr F.A.A. Jasdanwalla, 
president of the Association of Indian 
Engineering Industry, in a speech in New 
Delhi on December 9, 1976, admitted 
that several measures taken by the govern¬ 
ment had "strongly contributed to the 
boost' in exports". He specifically men¬ 
tioned the following: liberalisation of 
credit for exports, arrangements with the 
World Bank for instituting the Technical 
Development Fund Scheme, introduction 
of the IDBI soft loan scheme for moder¬ 
nisation of industry, and the provision of 
buyers’ credit to certain countries. 

Mr Jasdanwalla also said that credit for 
the spurt in exports must go “in a very 
large measure" to the government for its 
“very pragmatic approach". Can it be said 
therefore that the nationalised banks and 
other public sector financial institutions 
have been indifferent to the promotion of 
non-traditional exports? It is, of course, 
not suggested that exporters of engineering 
goods and other products have no 
problems in regard to the availability of 
credit on competitive terms. There is 
indeed a strong case for further liberalising 
the terms of packing credit especially for 
capital goods and also for lowering the 
rates of interest. In particular, financial 
facilities should be provided adequately to 
enable exporters to form consortia which 
are so essential for developing project 
exports. But cannot these and other 
related issues be properly tackled without 
setting up a foreign trade bank? 

banks’ disability 

The Commerce ministry is also under¬ 
stood to have told the Banking Commis¬ 
sion that the commercial banks are not 
adequately equipped to judge the viability 
of proposals relating to turn-key projects, 
that they have been neglecting develop¬ 
ment work in the field of quality upgrada- 
tion and sampling which can augment the 
export of items like fruits and vegetables, 
and that they do not give proper attention 
to investment in export-oriented industries. 
But it should be remembered that for 
many years after nationalisation, the banks 
had to grapple with numerous difficult 
problems, including that of maintaining 


discipline among staff, and it was unrealis¬ 
tic to expect them to get themselves deeply 
involved in export promotion activities to 
the extent desired by the Commerce 
ministry. However, now that banks have 
overcome their handicaps arising from 
sudden nationalisation, it should be 
possible for them to give greater attention 
to measures for augmenting exports. The 
Reserve Bank should also see to it that 
the commercial banks promptly and 
sincerely implement its directives in regard 
to the provision of export credit. The 
Commerce ministry should bring to the 
notice of the Reserve Bank instances of 
individual banks not complying with its 
instructions to enable it to take appropriate 
action. 


It is not known whether the union 
Finance ministry also has submitted a 
memorandum to the Banking Commission 
and, if so, what its stand is in regard to { 
the formation of a foreign trade bank. The 
commission will have a delicate question 
to decide if, on an important issue like 
export credit, the ministries of Finance and 
Commerce speak with different voices. 
Incidentally, it is interesting to note that 
the Commission has asked in its question¬ 
naire about the desirability of forming 
separate banks for promoting tourism, for 
house construction, and so on. Will the 
union ministries of Tourism and Housing 
urge the Commission to consider the case 
for separate banks for encouraging these ^ 
activities? 


Prices and Plan outlay 


At the beginning of the new year, the 
outlook on the price front seems to be 
such as to call for abundant vigilance on 
the part of government, industry, trade 
and the community. The wiping out of 
the gains achieved in a period of 21 
months, since anti-inflationary measures 
were announced in July 1974, in the nine 
months ended December 1976 should 
certainly give cause for concern. It could 
be proudly claimed until March last year 
that a negative rate of inflation had been 
established in India when prices were 
tending to rise alarmingly even in the 
developed countries. The World Bank too 
expressed appreciation of the efforts made 
by the government of India and Reserve 
Bank to control inflation successfully 
through appropriate monetary and credit 
measures. In the past nine months, how¬ 
ever, there has been a steady rise in prices 
which has had a vitiating effect on the 
index for all products. This index stood 
at 314.9 (base 1961-62«100) against 
295.7 on December 20, 1975 and 316.4 
on December 21, 1974. Considered in 
the context of a higher Plan outlay and a 
doubling of the rate of increase in money 
supply in the current financial year, this 
development ought to cause concern. 

Anxiety about price trends, however, 
could be exaggerated and movements in 


the price index, should be read with cir¬ 
cumspection. Even with the increase in 
wholesale prices by 10 per cent food arti¬ 
cles are now cheaper than two years ago 
while the chemical group also has record¬ 
ed a significant reduction in the same 
period. “Industrial raw materials", on the 
contrary, have touched a new high level, 
the index rising to 333.9 from 319.3 in 
1974. Only a marginal rise has been 
recorded in prices of machinery and 
transport equipment. 

It is also necessary to examine care¬ 
fully the fluctuations in the indices of the 1 
main group and sub-groups over a period 
of twelve months. It will be then realised 
that the shortages in edible oil and raw 
cotton have been on account of shortfalls 
in production and increases in consump¬ 
tion and the secular trend in wholesale 
prices has no sinister significance. Indeed, 
some purists might raise their eyebrows if 
it is suggested that the increase in money 
supply by 11.2 per cent between April 
and November 1976 as compared to 6.3 
per cent in the same period in 1975 may 
not be the villain of the piece. By the 
same token, expansion of bank credit also 
cannot be said to have induced harmful 
effects. It is true that there has been a 
pronounced increase in non-food credit 
extended by the scheduled commercial 
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I banks since September last year and the 
I calculations of the Reserve Bank about 
I controlling credit expansion have gone 
(wrong. However, no satisfactory explana- 
r tion has been given so far why non-food 
credit has increased though it is justifiable 
to presume that an increase in stocks of 
steel, fertilizers and non-ferrous metals 
and higher prices for raw cotton and tex¬ 
tiles have resulted in the immobilisation 
of fairly large funds. 

The situation in this regard would have 
been even more uncomfortable if successful 
efforts had not been made to increase 
exports of steel* cotton textiles, aluminium 
and engineering goods and care had not 
been taken to reduce imports of food- 
grains, steel, copper, zinc and fertilizers. 
The larger advances against cotton and 
textiles were inevitable as raw cotton 
prices had risen by 65 per cent and there 
had to be a rise in prices of cloth and 
yarn though not correspondingly. 

exaggerated effect 

The increase in money supply as a 
result of massive procurement operations 
and surging foreign balances could be said 
to have inflationary effects if there had 
been an aggressive demand for consumer 
and durable goods. The injection of pur¬ 
chasing power of over Rs 1,000 crores 
due to heavy procurement purchases has 
not, however, been reflected in a larger 
demand for textiles, bicycles or other 
items. On the other hand cotton industry 
circles are worried about the lack of 
4 adequate offtake of textiles of different 
types while there has been no pick up in 
demand for bicycles or other appliances. 
Only in respect of edible oils, sugar and 
some services there has been increase in 
demand and shortages in particular direc¬ 
tions have had an exaggerated effect on 
the price structure, as stated above. 

In so far as there has been no net large 
increase in borrowings from the Reserve 
Bank as a result of the building up of 
buffer stocks in 1976 and bank deposits 
have been utilised largely for expanding 
food credit, the inflow of fhnds into rural 
centres cannot be said to have been res- 
ponsible for a net increase in money sup¬ 
ply though it could be expected that the 
distribution of incomes in the spending 
groups would have led to heavier outlays 


on food articles and consumer goods. The 
lower and middle income'groups, evi¬ 
dently, are not in a mood to fritter away 
their savings and only with a sustained 
high level of agricultural production and 
new opportunities for securing credit on 
an assured basis, will there be an enlarge¬ 
ment of demand for consumer and 
durable goods. 

consumption trends 

If this kind of reasoning is correct, a 
larger demand for consumer and light dur¬ 
ables may be expected with the mainten¬ 
ance of agricultural production at a fairly 
high level for the second season in succes¬ 
sion. What is really relevant is the fact 
that the additions to buffer stock out of 
indigenous production are only about a 
net nine million tonnes and the balance of 
109 million tonnes out of the 1975-76 
crops has been either consumed by popu¬ 
lation or kept to a certain extent as mar¬ 
ginal stocks. If it is remembered that the 
previous year's consumption of 109 mil¬ 
lion tonnes or even slightly less consisted 
of imported stocks of only four or five 
million tonnnes, there has been an in¬ 
crease in the purchasing power of small 
farmers and others with additional sales 
of five or six million tonnes of foodgrains, 
out of indigenous production. This is 
apart from the injection of purchasing 
power through procurement credit. The 
year 1977 will, therefore, have to be care¬ 
fully watched for shifts in consumption 
trends or the emergence of new demands 
from some directions. 

There is, however, no danger of any 
unexpected rise in consumption not being 
matched by corresponding supplies of 
essential commodities. There is no dearth 
of cloth and yarn, sugar or light durables. 
Only there will have to be massive imports 
of edible oils and the efforts made by the 
government in this regard have not been 
as effective as expected earlier though the 
policy is well conceived. It will not serve 
the purpose if only the needs of the 
vanaspati manufacturers are met to the 
extent of half of their requirements 
through imports. The common man is 
using edible oils from crushers and refi¬ 
ners to a greater extent than vanaspati 
and unless refined and imported oils in 
usable forms are sold through fair price 


shops, open market prices cannot be 
brought down from the present high 
levels. 

The shortage of cotton too can be 
overcome with the use of other fibres and 
large imports. It is necessary, however, to 
have a national policy for marketing 
cotton as it has been loudly complained 
that the monopoly procurement scheme 
of the Maharashtra government has been 
mainly responsible for the skyrocketing 
of cotton prices. Higher prices have no 
doubt been advantageous to Maharashtra’s 
cotton growers, but it has affected con¬ 
sumers all over the country and it has to 
be decided how a level of prices reason¬ 
able to growers and consumers can be 
established. While these questions are 
being examined, the government has the 
necessary tools at its disposal in the 
form of bursting buffer stocks of food- 
grains, bulging foreign balances and a 
comfortably high level of industrial pro¬ 
duction. 

import arrangements 

If there is a shortage in essential com¬ 
modities as a result of higher consump¬ 
tion, imports can always be arranged. 
These imports too need not result in a 
net big increase in foreign exchange ex¬ 
penditure as there will be opportunity 
for displacing other imports and stepping 
up exports of many other items. Again, a 
higher level of Plan outlay in 1977-78 can¬ 
not also have a disturbing effect as the 
additional demand for steel, cement, elec¬ 
trical equipment, diesel engines, transport 
equipment and the like can be met in 
the required volume and the different 
industries will be in a position to raise 
their output further only if current pro¬ 
duction can be fully absorbed. Indeed, 
the government should relax its tech¬ 
niques of demand management and in¬ 
crease Plan expenditure in a way which 
will have larger spread effects. Bigger 
outlays on the construction of transmission 
lines, creation of generating capacity, 
energisation of pumpsets, improvement of 
communications and execution of irriga¬ 
tion projects can be easily achieved for 
securing the desired results. The year 
1977 can then prove to be a turning point 
in the country’s economy. 
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CAPITALS 

CORRIDORS 

R. C. Ummat 

Developing world meet * Engineering exports 
to south-east Asia * Foreign exchange reserves 

The dfxtiier/vtions of the round tabic joint purchases of technology and exami- 
ministcrial meeting on industrial and nation of contracts and agreements al- 
technological cooperation among the ready concluded to provide guidance to 
developing countries, which was organised others so as to avoid the mistakes con- 
herc last week by the United Nations cerning the experience of particular 


reputed technical institutions in the 
developing countries so as to make them 
centres of excellence. It was agreed to 
explore the possibility of cooperative ^ 
funding under the auspices of the UNIDO 
to achieve this objective for the benefit of 
all the developing countries. 

Concrete programmes were envisaged 
to be drawn up under the auspices of the 
UNIDO especially for setting up institu¬ 
tional centres for research and develop¬ 
ment in three specific fields, namely, 
non-conventional sources of energy, drugs 
and pharmaceuticals and electronics. 

The UNIDO, it was felt, could also help 
in terms of advice and expertise on condi¬ 
tions which should govern procurement of* 
technology from the developed countries. 


Industrial Development Organisation 
(UNIDO) in cooperation with the govern¬ 
ment of India, suggest that there is a 
good deal of scope for not only bilateral 
cooperation among various developing 
countries, on the one hand, and India, on 
the other, but also of multilateral coope¬ 
ration among the developing countries in 
general. The meeting was attended by 
representatives from 18 developing coun¬ 
tries. The delegations of 16 countries 
were headed by their ministers of in¬ 
dustry. 

Organised with the main objective of 
exploring in a concrete way avenues of 
co-operation among the developing na¬ 
tions with a view to achieving the goal 
set in the field of industry by the Lima 
declaration — by the year 2000, at 
least 25 per cent of the world industrial 


technologies by other countries; 

(iii) arranging of industrial training to 
augment the skills which are considered 
basic to industrial development pro¬ 
grammes ; 

(iv) establishment and strengthening of 
the institutional framework at the national 
and regional levels to sustain industrial 
and technological development; 

applied research 

(v) the creation of programmes of co¬ 
operation concerning applied research and 
development activities in specific sectors, 
drawing upon machinery and capabilities 
already available in the developing coun¬ 
tries concentrating specifically in the fields 
of engineering industries, electronics, 
fertilizers and agro-chemicals, pharma¬ 
ceuticals, chemical industries and energy; 


clearing house 

Noting that bilateral arrangements for 
cooperation among the developing coun¬ 
tries already existed to some extent and 
joint commissions had been established 
by different countries to plan and review 
the progress of cooperation between them, 
it was emphasised that creation of clearing 
house arrangements could add new 
dimensions to these cooperative endea¬ 
vours as there was information gap relat¬ 
ing to the capacities of the developing 
countries which could be utilised. The 
information, it was felt, was required on 
the available technologies, training facili¬ 
ties, availability of qualified personnel, 
existence of consultancy organisations as 
well as facilities for research and develop¬ 
ment which could be utilised for joint 


production should originate from the (vi) the development of concrete plans endeavours. The UNIDO was requested 


developing countries—the meeting identi- for the use of engineering and consultancy to study this matter and initiate action so 


lied the following specific areas of coope- capabilities available within the develop- that relevant information could be collec- 


ration which could be pursued by the ing countries; and 


ted for dissemination among the develop¬ 


developing countries present at the meet¬ 
ing and also by the other developing 
nations; 

identifying technology 

(i) co-operation in the field of industrial 
technology with a view to improving the 
identification and use of technologies 
already available in the developing coun¬ 
tries, including technical know-how and 
skills, machinery and equipment, design, 
consulting and construction capabilities; 

(ii) establishment of a technology bank 
which would consider matters relating to 


(vii) to promote collective action for 
negotiating and bargaining for more 
equitable economic relationships and for 
technology acquisition. 

The need for standardisation of specifi¬ 
cations for capital, intermediate and 
consumer goods to be adopted on a 
sub-regional or a regional basis was reco¬ 
gnised and it was agreed that this matter 
should be studied in depth with a view 
to enlarging trade opportunities among 
the developing countries. 

It was also recognised that there was 
need for improving and expanding certain 


ing nations. 

With regard to multilateral cooperation, 
three proposals were considered. These 
were: (i) holding of round table minis¬ 
terial meetings on the lines of the New 
Delhi meet; (ii) triangular arrangements 
between the assisting and the assisted 
countries and the UNIDO; and (iii) 
organisation of consultancy meetings 
under UNIDO sponsorship for the purpose 
of developing cooperation between one 
particular country and another more 
advanced developing nation. 

The need foi strengthening the UNIDO 
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was stressed. It was suggested that some 
of the participating countries could pledge 
even on a token basis resources to the 
UNIDO general trust fund. 

India’s offer to share with the developing 
countries its know-how and experience 
in developing industries as well as in 
planning and operating industrial enter¬ 
prises was well received by the delegates. 
It was generally recognised that India and 
some other more developed countries 
among the developing ones were able to 
meet the machinery and equipment needs 
as well as the requirements of consultancy 
services of most of the developing nations. 

Although the creation of collective 
bentres of excellence for research in drugs 
md pharmaceuticals was not originally 
suggested in the agenda papers of the 
New Delhi meeting, it was included in 
this programme in pursuance of the 
deliberations of Colombo meeting of the 
developing nations. It was generally felt 
that the dependence of the developing 
world on the developed nations in the 
field of drugs and pharmaceuticals needed 
to be reduced expeditiously. 

* * 

The Association of Indian Engineering 
Industry (AIE1) feels that despite the keen 
competition from Japan and other 
advanced countries, there is immense 
scope for stepping up our exports of 
engineering goods to ‘.he south-east Asian 
markets. 

In spite of our prices being generally 
competitive, countries like Japan, the 
\ssociation points out, score over us 
because of the very liberal payment terms 
which they are in a position to offer to 
the south-east Asian customers. In most 
cases, these terms are tailor-made to the 
requirements of the south-east Asian 
countries which have enabled Japan in 
particular to capture a lion’s share in 
these markets. 


general keenness among the buyers to go 
in for Indian products owing to cultural 
affinity and geographical proximity, the 
atter resulting in savings in ocean 
freight. Secondly, the Japanese goods are 
often ‘‘over-sophisticated” to the needs 
of these countries and their capacity to 


absorb advanced technology. The Indian 
equipment and machinery has been found 
to be easily adaptable to the requirements 
of these countries. Thirdly, in most of the 
south-east Asian countries, the standards 
and specifications used are similar to 
those being used in India. 

The Association, however, points out 
that unless some steps are taken to match 
the very generous offers made by the 
developed countries, the headway which 
our exporters can make in the south-east 
Asian markets cannot be rapid. It has, 
therefore, called upon the Indian engineer¬ 
ing exporters to review their payment 
term facilities. 

The major opportunity areas for the 
Indian engineering exporters, according 
to the Association, are in the field of 
project exports, particularly those which 
are being financed by the Asian Develop¬ 
ment Bank or the other world financial 
institutions. The emphasis in these 
countries is on development of infrastruc¬ 
ture facilities such as irrigation and 
power, transportation, communications, 
port development and ship-repairing. 
These countries arc also embarking upon 
fairly ambitious industrial development 
programmes. India, it is felt, can offer 
both technical services and equipment 
and machinery suitable for these deve¬ 
lopment programmes. 

creating an image 

The Association is of the view that 
there is an urgent need to rectify our 
image in the south-east Asian markets as 
there have been a number of instances in 
the past of our exporters defaulting either 
on quality or delivery schedules or both. 
Adherence to quality and delivery 
schedules, it is stressed, are of utmost 
importance if exports are to be multiplied. 

It is also considered necessary that 
effective publicity is given to our 
engineering capabilities through publica¬ 
tion of attractive literature, indicating 


racts/orders secured, etc., together with 
technical specifications of the products 
manufactured. Arranging of visits of the 
important buyers and project authorities 
from these countries to our industrial 
plants and establishments, it is felt, will 
go a long way in interesting them in our 


machinery and equipment. This way they 
will be enabled to see for themselves the 
level of technology achieved by us. 

The Association believes that our 
“continuous presence” is also a must for 
making a headway in the south-east 
Asian markets. This, it thinks, can be 
done by way of establishing an industry 
office in the region. 

The Association has suggested to the 
government that it may be worthwhile to 
post technical persons or advisers in our 
embassies and high commissions in the 
south-east Asian countries so that dis¬ 
cussions with the project authorities and 
other buyers there can be made meaning¬ 
ful, specific and result-oriented. 

* * 

In spite of the off-repeated claims of 
the government about liberalisation of 
imports following the encouraging balance 
of payments position, our foreign ex¬ 
change reserves continue to grow fairly 
rapidly. Including gold and SDRs, they 
are stated to have reached the impressive 
level of Rs 2,655 crores by December 31. 
Of these, gold coins and bullion held by 
the Reserve Bank accounted for Rs 182.53 
crores, foreign securities in the issue 
department of the bank for Rs 921.74 
crores and balances held abroad for 
Rs 1,364.05 crores. The remainder sum 
of nearly Rs 188 crores was accounted for 
by SDRs. 

In correctly appreciating the foreign 
exchange assets of the country note, how¬ 
ever, needs to be taken of the fact that 
the gold reserves continue to be valued 
since 1971 at Rs 84.39 per 10 grammes. 
It these reserves are revalued appropria¬ 
tely according to the realisations from the 
IMF gold offerings in the international 
market, our total foreign exchange assets 
should exceed Rs 3,000 crores. 

With exports this year expected to 
reach the level of Rs 4,800 crores, imports 
of food and metals having gone down 
substantially (those of fertilizers are 
understood to have been resumed to meet 
the deficit between requirements and 
domestic production) and remittances by 
Indians abroad continuing to grow, the 
government apparently has considerable 
elbow-room for liberalising imports fur¬ 
ther in the interest of containing the 
prices spiral. 


But still the immense scope for our 
exports, the Association feels, is there 
because of three reasons. First, there is, production /processes development, cont- 
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Industries: current assets and liabilities 


Tha authors, who aro assoeiatod with the department of 
Aeeountaney and Buslnoss Statistics of ths Rajasthan University, 
studied 10 major Industries to find if ths 'currant ratio* Is 2 to 1. 
They have coma to ths conclusion that this norm doss not 
apply slthsr individually or collectively in the Industries covered 
by their study and that ths established norm should bo revised. 

is not true. The difference between actual 
ratio and hypothetical ratio is significant. 
Hence, current ratio is not 2 to 1 in 
cotton textile industry. 

Secondly, the same test has been 
applied to test the hypothesis in selected 
industries as a whole. For this purpose, 

POINT 


The rule of thumb for current ratio, 
which shows short-term financial position 
in industries by establishing relationship 
between current assets and current 
liabilities, is 2 to 1. This traditional norm 
has been so popular that current ratio is 
also known as 2 to 1 ratio. 1 But the pre¬ 
sent study rejects this norm in Indian 
industries. 

In this' study the hypothesis that the 
'current ratio is 2 to 1 has been tested by 
applying Student’s “t” test. Further, it 
has also been studied whether there is 
significant difference in current ratio (i) 
between industries for the same time and 
(ii) between time for the same industry 
by applying variance analysis technique. 
The study is based on the current ratios 
of large public companies* in 10 major 
industries for seven years shown in 
Table I. These companies would reflect 
the trend of the corporate sector as a 
whole. 

textiles Industry 

Firstly, the hypothesis has been tested 
in cotton textile industry. The various 
calculations made in this respect are as 
follows ; 

(1) Mean of current ratio (X)=1.37 

(2) Standard deviation of current ratio 
(e)—0.14 

(3) Number of observations (N)=7 

4. Hypothetical Ratio 0») — 2 

5. Value of “t” - * ,/N—i 

a 

|1.37—2| ___ , 

1 “ o.i4 

6. Degrees of freedom “ N—1 

- 7—1 « 6 

7. Level of significance 1 %* 

8. Table value of “t” * 3.7 

As the calculated value of “t” is higher 
than the table value of “t” the hypothesis 
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The various calculations are as follows 
1. X- 1.345 
0 - 0.27 
N - 10 
/» - 2 
Value of 


2 . 

3. 

4. 

5. 


11.345-21 ,__ 

• - L - 53r i v'lo-l 
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average current ratio has been calculated 
for each industry on the basis of average 
current assets and average current liabi¬ 
lities for the four years (shown in Table I). 


6, Table value of “t” at 9 d.f. and 
one percent level of significance => 3.25 

In this case also the calculated valu,e 
of‘t’ is higher than the table value of ‘t\ 
This shows that the observed result 
significantly deviates from the hypothesis. 
Thus, hypothesis is incorrect and current 
ratio is not 2 to 1. 

Though cuirent ratio is not 2 to 1 in 
industries as a whole, it does not mean 
that the ratio does not differ from 
industry to industry and from time to 
time. This has been studied by applying 
“F” test in the technique of variance 
analysis. 

After making various calculations 


Table I 

Current Ratios of Large Public Limited Companies 


Industry 

Ratio of Current Assets* to Current Liabilities** 

Av. current 

rnfln fftf 

1968-69 

69-70 

70-71 

71-72 

72-73 

73-74 74-75 

4 years 

Tobacco 

2.27 

2.37 

2.28 

203 

199 

2 30 

l 75 

2.00* 

Cotton textiles 

1.20 

1.23 

1.32 

1.34 

1.38 

1 59 

1.54 

1.38 

Iron and steel 

1.33 

1.17 

1.13 

1.04 

1.04 

1.19 

1 21 

1.09 

Aluminium 

1.33 

1.48 

1.92 

1.61 

1.47 

1.49 

1.46 

1.52 

Engineering 

1.23 

1.23 

1.23 

1.29 

1.32 

1 37 

1.31 

1.29 

Chemicals 

1.30 

1.37 

1.34 

1.41 

1.43 

1.59 

1.68 

1.41 

Cement 

1.19 

1.22 

1.28 

1.28 

1 27 

139 

1.31 

1.25 

Paper & paper 
products 

099 

1.21 

1.39 

1.37 

1.26 

1.48 

1.44 

1.32 

Shipping 

1.11 

1.12 

1.01 

0.94 

0.93 

0 80 

0.71 

0.92 

Electricity genera¬ 
tion and supply 

0.90 

0.91 

0.96 

0.97 

0.91 

1.07 

1.09 

1.27 


Notes : "Current Assets include, (I) inventories, (2) loans and advances and othei 
debtors balance, (3) book value of quoted investments, (4) cash and bank 
balances, and (5) advance of income-tax in excess of tax provision. 

""Current liabilities include : (1) current provisions, (2) borrowings ftota 
banks, (3) other current borrowing, and (4) trade dues and other current 
liabilities. , 1 

Senrce; Various issues of Reserve Bank: of India Monthly Bulletin. 


EASTERN ECONOMIST 


52 


JAWAKV 14,1977 


\ 



relating to this technique, the analysis 
variance is presented in Table II. 


(i) F (between columns) 

Variance between columns 
Residual variance 
0.025 , 

" 0.012 1 

Table value of F — 3.2 


Here, the calculated value of “F’\ 
is lower than the table value of “F\ 
Therefore the difference between the 
current ratio of different times for the 
same industry is not significant. 


(ii) F (between rows) 

Variance between column s 
* Residual variance 

0.8 

33 0.12 

Table value of F =* 2.2 


66.7 


Since the calculated value of F is grea¬ 
ter than its table value, there is signifi¬ 
cant difference between the current ratio 
from industry to industry. 


Thus, the following conclusions may 
be drawn from the study: 

(1) The norm of 2 to 1 does not apply 
(neither individually nor collectively) in 
the industries covered by the study. There 
is need for further study in this regard 
and in the light of the result, the esta¬ 
blished norm for the current ratio may 
be revised. 

(2) The difference it the ratio from time 


to time in the same industry is not signi¬ 
ficant 

(3) The industry-wise difference in the 
ratio is significant. 

References 

1* J. Batty : Management Accountancy, 
Macdonald and Evans Ltd., London, Third Edi¬ 
tion, p. 417 

2. A large public company here means a 
company with paid-up capital of Rs. one ororc or 
above. 

3. One per cent level of significance means that 
there is one per cent chance that the conclusion 
derived is rot correct. 

-B II 


Analysis of Variance 


Sources of 
variance 

1 

Sum of squares 

2 

Degrees of 
freedom 

3 

Varienc (2-i-3) 

4 

1. Between columns 

(time-wise) 

0.15 

6 

0.025 

2. Between rows 

(industry-wise) 

7.19 

9 

0.8 

3. Residual 

0.64 

54 

0.012 

Total 

7.98 

69 



Cropping pattern in Sultanpur district 

6. N. Singh, D. S. Singh & R. I. Singh 


To raise the laval of not Income per hectare in Sultanpur, the 
authors who are associated with C.S. Asad University of 
Agriculture A Technology, Kanpur, suggest that apart from more 
intensive land use, the farmers should adopt modern crop rotation 
They suggest that In addition to sugarcane, potato and sunflower 
should bo grown as cash crops. 


Thb study of economics of the cropping 
pattern is assuming great significance in 
view of the greater emphasis on the 
balanced development of agriculture to 
meet the food, fodder, fibre, oilseeds and 
other requirements of the population. If 
the country has to be self-sufficient in 
major agricultural products, it is to be 
seen by the planners, and policy makers 
Jhat lopsided development of certain crops 
resulting from their higher prices does 
not take place to the detriment of other 
, crops which are not so profitable, but 
essential for agricultural economy of the 
country. The cropping pattern differs 
kfrom country to country, state to state, 
^district to district and even in the same 
distriet from village to village depending 
upon such physical and economic factors 


as temperature, rainfall, humidity, soils, 
prices, market situations etc. It calls for 
conducting regional studies in order 
to know the various cropping patterns 
prevalent in different regions to make 
adjustments in crops and crop combina¬ 
tions as to increase farmer’s profit. 

Sul tanp ur is one of the agriculturally 
backward districts of Uttar Pradesh and 
no study in regard to cropping pattern of 
the area had so far been conducted. Thus, 
keeping in view the important role played 
by cropping pattern in the agricultural 
economy of an area, the present study was 
conducted in that district with the follow¬ 
ing main objectives : . 

1. To study the cropping pattern on 
the farms of different sizes. 


2. To work out the economics of diffe¬ 
rent crop rotations under different size 
groups of farms. 

3. To study the influence of intensity of 
cropping on the level of net return per 
hectare. 

The study is based on an intensive 
enquiry of 30 farmers selected randomly 
under four size groups viz. 0-1, 1-2, 2-3 
and 3 hectares and above from three 
villages of Jaisinghpur block. The study 
was conducted by survey method during 
1974-75. 

The area under each size group and the 
average size of holdings of the sample 
farms are shown in Table I. 

Table I reveals that the highest percen¬ 
tage of holdings was found to be under 
0-1 hectare size group (40 per cent) and 
the lowest percentage being 13.34 per cent 
in the size group of three hectares and 
above. 

The average size of holding in the 
JANUARY 14, 1977 
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study tftea varied from O.S7 hectare in 
below ; one hectare size group to 4.19 
hectares in three hectares and above size 
group, with an overall average of 1.79 
hectares. 

The cropping pattern is an important 
factor influencing the level of earnings on 
farms. 

The distribution of cropped area under 
different crops and its percentage, size 
groupwise, on the sample fyrms have been 
shown in Table II. 

Table II shows that, on an average, 
wheat occupied the largest percentage 
area being 19.03 per cent to the total 
cropped area followed by paddy (18.38 
per cent), barley (11.60 percent), gram 
(11.23 per cent) and sugarcane (7.89 
per cent.) 

The intersize group comparison reveals 
that the percentage area under wheat was 
the lowest being (16.69 per cent) in three 
and above hectares size group and the 
highest (21.27 per cent) in below one 
hectare farms. In case of paddy the per¬ 
centage area was the highest in one-two 
hectares size group and the lowest in three 
hectare and above size group. In case of 
sugarcane, the percentage area was the 
highest (9.34 per cent) in two-three 
hectares size group of farms and the 
lowest (6.58 per cent) in below one 
hectare size group. 

pattern of farming 

The traditional pattern of farming is 
followed in the locality with the domi¬ 
nance of cereals and pulses over other 
crops. Table 111 shows the percentage of 
food and cash crops in the sample farms. 
The main cereals grown on the sample 
farms were wheat, paddy and barley 
while gram and pea were the main pulse 
crops. Sugarcane was the only cash crop 
grown by the sample farmers in the study 
area. 

Table 111 clearly indicates that the area 
under cash crops in general increases with 
the increase in the size of farms. It 
increased from 5.48 per cent in below 
one hectare size group to 8.54 per cent 
in two-three hectares and 8.18 per cent in 
three hectares and above size groups of 
farms. As against this, the percentage area 
under food crops decreased from 87.31 
per cent in below one hectare size group 


|o 83.10 per cent in three hectares and 
above size group of farms. These trends 
were due to the fact that large sized 
farmers could offer to have more area 
under cash crops for higher returns while 
the small farmers with their small land 
base put more area under food crops to 
meet their family requirements. 

Table IV shows the percentage area 


under Improved and high yielding varie¬ 
ties in different size group of farms. 

Table IV indicates that on an average, 
the percentage area under high yielding 
and improved varieties came to 27.63. It 
in general increased as the size of holding 
increased from 20.14 per cent on 
below one hectare size group to 
35.80 per cent in three hectares and 


Table I 

Number of Cultivators and the Average Size of Holdings 


Size group 
in hectare 

No. of culti¬ 
vators 

% age 

Net cultivated 
area 

%age 

Average size of 
holding 

0—1 

12 

40.00 

10.39 

19.92 

0.86 

1—2 

9 

30.00 

12.03 

22.83 

1.34 

2-3 

3 hectare & 

5 

16.66 

13.50 

25 51 

2.70 

above size 

4 

13.34 

16.76 

31.84 

4.19 

Total 

30 

100 

52.70 

100 

.79 


Table 11 


Crop-wise Area and Their Percentages Under Different Size Groups 


Crops Area under different size groups Overall 



0—1 hect. 

1—2 hect. 

2— 

3 hect. 

3 hect. & 

total 

%age 






above size 

area 



Area % 

Area % 

Area 

% 

Area % 



Paddy 

3.33 17.98 

4.37 21.50 

4.06 

18.82 

3.92 16.00 

15.68 

18.38 

Chari 

1.33 7.28 

1 44 5.00 

1.51 

7.01 

2.16 8.81 

644 

7.55 

Jwar+Arhar 

1.43 7.82 

1.62 8.98 

1.63 

7.55 

2.32 9.65 

7.00 

8.10 

Sugarcane 

1.22 6.58 

1.52 7.39 

2.01 

9.34 

1.98 8.08 

6.73 

7.89 

Wheat 

3.94 21.27 

4.11 20.25 

4.18 

19.37 

4.09 16.69 

16.32 

19.03 

Barley 

2.35 12.98 

2.46 13.98 

2.57 

11.91 

2.52 10.28 

9.90 

11.60 

Pea 

1.15 6.30 

0.84 4.05 

1.28 

5.93 

2.18 8.89 

5.45 

6.64 

Gram 

Smaller mil- 

2.19 11.76 

2.46 12.85 

2.50 

11.59 

2.43 9.77 

9.58 

.11.23 

lets & others 

1.58 8.63 

1.87 6.00 

1.83 

8.48 

2.90 11.83 

8.18 

9.58 

Total 

18.52 100 

20.69 100 

21.57 

100 

24.50 100 

85.28 

100 



Table III 






Size Group Wise Area Under Food and Cash Crops 



Size group 

Total cropped Area in hectare under 

Percentage 


in hectare 

area In 














hectare; 

Food 

Cash 

Others 

Food Cash 

Others 



crops i 

crops 


crops crops 


0—1 

18.52 

15.87 

1.22 

1.43 

87,31 5.48 

7.21 

1—2 

20.%9 

17.63 

1.52 

1.54 

85.69 5.68 

8j63 

2-3 

21.57 

18.95 

2.01 

1.61 

83.68 8.54 

7.78 r 

3 hectares & 







f . 

above size 

24.50 

20.26 

1198 

126 

83.10 8.18 

$.72 i. 

Average 85.28 

72.71 

6.73 

6.84 

84.66 6.97 

I L— L-_li 
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above size group. The reason being that 
the large sized farmers with their better 
economic status and command over 
> resources could afford higher investment 
required in the production of high- 
yielding varieties. 

The intensity of cropping on the 
sample farms under different size groups 
is given in Table V. 


i 


Table V indicates that intensity of 
cropping decreases with the increase in 
the size of holdings. On an average, the 
intensity of cropping of the sample 
holdings came to 164.04 per cent. The 
highest cropping intensity being 178.24 
per cent obtained in below one hectare 
farms and the lowest being 145.0 per cent 
m the highest size group of farms. The 
small farmers with abundance of available 
family labouron the one hand and low 


land base on the other, had made more 
intensive use of land to produce enough 
to meet their family requirements. 

The important crop rotations followed 
in the locality are : 1. Paddy-gram, 
2. Paddy-wheat, 3. Paddy-barley and 4. 
Fallow-wheat. An economic analysis of 
different crop rotations has been made in 
Table VI. 

Table VI portrays that paddy-wheat 
rotations gave the highest net return 
being Rs 2303.35 per hectare followed by 
fallow-wheat (Rs 1766.42), paddy-barley 
(Rs 1656.96) and paddy-gram (Rs 1644.60). 
The highest input-output ratio was 
observed in fallow-wheat rotation being 
1:2.05 followed hy paddy-gram rotations 
(1:1.99). 

The intensity of cropping influences the 
level of net income per hectare to a large 


Tabu IV 

Percentage Area Under High Yielding and Improved Varieties on Farms of Different Sizes 


Size group Total area in 

m hectare hectare 

Area under H Y.V & Percentage area under high 

improved varieties yielding and improved 

varieties to total cropped area 

io-l 

18.52 

3.73 

20.14 

1-2 

20.69 

5.28 

25.41 

2-3 

21.57 

6.99 

29.19 

3 hectares & 




above size 

24.50 

9 82 

35.80 

Average 

85.28 

6.28 

27.63 



Tabu V 



Intensity of Cropping on Sample Farms 


Size group 

Total cultivated Total cropped 

Cropping intensity 

hectare 

area 

area 

in percentage 

0-1 

10.39 

18.52 

178 24 

1—2 

12.03 

20.69 

171.94 

i 2-3 

13.50 

21.57 

159.99 

3 hectares & above size 16.78 

24 50 

146.00 

Average 

13.17 

21 32 

164 04 ... 

t 


Table VI 



Economics of Crop Rotations 




(In rupees per hectare) 

Crop rotations 

Input 

Output Net income 

Input-output ratio 

HPaddy-graxn 

1648 

3293.07 1644.60 

1:1.99 

I Paddy-wheat 

2526.42 

4829.77 2303.35 

1:1.98 

I Paddy-barley 

210U42 

3756.38 1656.96 

1:1.79 

| Fallow-wheat 

1740.14 

3506.56 1766.42 

1 '2*0$ 


extent. The intensity of cropping *nd4fWet 
of net income per hectare on farp* of 
different sizes have been worked out in 
Table VII. 


Table VII 

Intensity of Cropping and Net 
Income perflectere 


Size group 

Intensity of 
chopping (%) 

Net income 
per hectare 
(rupees) 

0—1 

178.24 

1256.31 

1—2 

171.94 

1211.54 

2—3 

3 hectare & 

159.99 

1190.05 

above 

146.00 

1176.56 


Table VII clearly reveals that intensity 
of cropping directly influences the level 
of net income per hectare. The farms of 
the lowest size group with the highest 
intensity of cropping (178.24 per cent) had 
the highest net income of Rs 1256.31 per 
hectare, while the farms of the highest 
size group with the lowest intensity of 
cropping (146.00 per cent) had the lowest 
net return of Rs 1176.56 per hectare. It 
indicates that higher the intensity of 
cropping higher would be the net return 
per hectare. 

From the above discussions it may be 
concluded that paddy, wheat and barley 
were the main cereal crops of the study 
area and dominated over all other crops 
in the crop plan of the sample holdings. 
Sugarcane had been the only cash crop of 
the area. During Zaid practically no crops 
were taken by any of the sample farmers. 
Thus, to raise the level of net income per 
hecture, the extension agencies should 
guide and train the farmers for making 
more intensive use of land and adopting 
the modem crop rotations. The less 
remunerative crops like smaller millets, 
barley and local varieties of paddy and 
wheat should be replaced by more remu¬ 
nerative crops like high-yielding varieties 
of paddy, wheat and maize. In addition 
to sugarcane, the farmers should grow 
potato and sunflower as cash crops. The 
cultivation of Zaid vegetables should be 
introduced where assured irrigation faci¬ 
lities are available for raising the intensity 
of cropping on one band and the leveled 
earnings on the other. 
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What will 

E. B. Brook 


be new 

in the new year? 


The year 1977 is likely to have more realistic exchange rates agreed to 
between Europe’s national central banks. This might give the world a 
breathing space which must be used constructively . The most potent 
method of achieving this purpose would be a realistic outcome of 
the 1 North-South dialogue 1 In Paris next spring , says the author , 


The worst thing about a new year is that 
it gives a false impression of newness. < It 
is not the fault of the season for, in 
Europe, anything less fresh than mid¬ 
winter weather is difficult to imagine. 
The falsity comes, especially this year, 
from a number of new things happening 
at just about this time—the Common 
Market has a new president and a new 
commission; in a few days, the United 
States gets a new President and new 
administration and, in the east, the old 
has passed away with chairman Mao and 
the new come in with chairman Hua. The 
Chinese, in fact, regularly increase the 
sense of something new by giving each 


from its less fortunate partners. France 
is back to its usual pessimism, with a fall 
in industrial investment expected for this 
year. While the Italians, using sharper 
economic and monetary controls, may be 
turning the corner from their uncommonly 
low economic level, they will certainly 
remain the poorest in the Market this 
year once more. The British, reinforced 
with an IMF loan and prospects of other 
aid, may be in a less desperate position 
than in mid-1976 but need urgently a 
stronger realisation of the need to work 
and produce than they appear to possess. 

In the United States it remains to be 
seen how far a majority Democrat Con- 


communist world largely depends for set¬ 
ting a brighter tone in world economies. 
It is of no small consequence what 
measures President Carter will put for¬ 
ward and how far and how soon he will 
be allowed to put them into effect. He is, 
in any case, stuck with the arch-conserva¬ 
tive chairman of the independent Federal, 
Reserve Bank, Mr Arthur Burns, until 
1978. To get his way in financial matters 
Mr Carter will need to exercise all his 
presidential authority in ways that may 
make him unpopular. 

a shot in the arm 

President Carter will face, at the begin¬ 
ning of his term of office, an inflated 
international importance—inflated because 
the world needs a shot in the arm which 
only the USA can give and because 
Mr Carter has been waited for so long. 
The last half of 1976 was stagnant largely 
because, Micawberlike, it was waiting for 
something to turn up in the shape of the 
new West German government which ap¬ 
peared only in October and, even more, for 
the new American President who emerged 
only in November. It will be late Feb¬ 
ruary at the earliest before the worldly 
knows what the new US Administration 
has decided to do. 


WINDOW 

ON 

THE WORLD 


year a name—this year of 1977 is, a trifle 
forbiddingly, the Year of the Snake. 

What is not new are the people and 
their problems. The people generally, 
are to pat it bluntly, a trifle worn out. 
Thirty two years after Europe started to 
rebuild itself after the Second World-War 
the continent remains inflexibly divided 
between the capitalist and communist 
systems. The western, capitalist, half is 
split between the Common Market and 
the non-market countries. Of the Market 
countries, only West Germany can claim 
residual prosperity, to which it dings, 
nervously conserving its wealth and dec¬ 
lining to open up sufficiently to imports 

EASTWN economist 


Not until then can such important 
gress will support- a Democrat Adminis- conferences as the Paris meeting on Inter- 
tration with a policy of risking higher national Economic Cooperation—the 
taxes to help reinflate the economy. What ‘North-South dialogue’—begin to move 
is never sufficiently understood outside a g a i n; not till then will OPEC know if its 
the US themselves is that resentment unwilling moderation in keeping oil-price 
against authority and preference for weak increases to five per cent and 10 per cent 
government is just as powerful among has met with any response; not till then 
Democrats as among Republicans. What W ill the Soviet Union know if it faces an 
they call ‘big government' is equated with opponent or a cooperative partner in such 
creeping socialism and is highly unpopular delicate areas as the SALT nuclear arms 
with Republican businessmen. Democrat discussions and the middl-eeaSt.. Not, 
politicians and even among US trade also, till then will America’s European, 
union leaders who consider themselves partners in NATO have indications 
as being ‘above politics’. whether the United Slates is going to give 

Since it is on the policy and actions an expansionist : lead to prosperous 
of4e~US A d mi ni s trat i on -thstthengh" "Germany and Japmtto open markets more 
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generously to the striving exports of # 
Britain, Italy and France. On this atti¬ 
tude depends, in part, everyone’s chances 
of economic recovery. 

This latter consideration is not.merely 
a matter for governments. It is acutely 
a matter for individuals also as is seen in 
the following OECD figures of income 
buying power between 1974 and 1976. 
Of nationals of five countries in North 
America and west Europe: 

The Americans did best with an increase 
in the buying-power of their dollar from 
-1.5 to +3.2; the French remained fairly 
steady with a slight increase in the buying 
power of their franc from +2.6 to +3.2; 
the German mark improved sharply from 
+ 1.2 in 1974 to 3.6 in 1975 only to fall 
back 50 percent to +1.8 in 1976. The 
British suffered a steady decline in their 
£’s buying value from +2.0 in 1974 to 
nil in 1975 and to —1.1 in 1976 whlie the 
poor Italians had it rough all the time 
with their lira from —2.3 in 1974 to a 
more promising —1.1 in 1975 only to 
collapse to —4.0 in 1976. 


It in not surprising that several coun¬ 
tries have tried to seek relief from domes¬ 
tic recession by excessive exchange 
manipulation—by engineering excessive 
devalutions to keep their currencies on 
relatively competitive purchasing power 
in face of others. But this device has, of 
course, dissuaded the more prosperous 
from buying at excessive exchange rates 
from their less fortunate contemporaries, 
so that the remedy was scarcely better 
than the disease and encouraged tenden¬ 
cies to harmful protective restrictions. 
The most constructive result was an 
increasing awareness of the need for 
collective action to prevent the global 
recession from becoming more rigidly 
established. There is now greater conver¬ 
gence of views on economic judgment and 
on conception of remedies. If 1977 has 
nothing else to its credit at the year's 
end, it is likely to have seen more realistic 
exchange rates agreed between Europe's 
national central banks. 

While this action, if it comes to pass, 


may check recession it would certainly do 
no more. But this check, combined with 
(at present) relatively moderate increases 
in crude oil prices, gives the world in^ 
1977 a breathing space that must, if 
recession is not to deepen, be used 
constructively to improve all countries* 
trading opportunities at a reasonable 
margin of profit. The most potent method 
of achieving this essential purpose would 
be a realistic outcome to the ‘North- 
South dialogue’ in Paris next spring. It 
should ease the way through debt-relief 
and easier terms of trading for indus¬ 
trially-developing countries to increase 
the world-flow of commerce. Mutual 
assistance of this type would help reduce 
unemployment, enable Europe to concen- - 
trate on refinements to industrial produc¬ 
tion of which it is capable, and help 
persuade oil-producers that cooperation 
can be a multiple and not merely a dual 
process, a movement in which they have 
a very essential part. If this change in 
outlook and cooperation occurs, 1977 will 
prove to have been truly a lucky year. 


European integration in the 

Rameshwar Tandon GATT perspective: I 


Though the formation of the OEEC was an outright breach of Article 
XIII of GATT which provided the rules on non-dlscrlminatory use 
of Quantitative Restrictions, the author, who is Research Associate in 
the Institute of Social A Economic Change, Bangalore, believes that 
the world trading powers acquiesced to It because both the sterling 
and French-franc zones were included in the organisation and most of 
the non-European countries also benefited from the measure. 

Part II of the article will appear next week. 


Thf. drive for regional cooperation in 
western Europe sparked off some serious 
problems. While some sort of a ‘prefer¬ 
ence’ system was suggested between 
Britain and the west European countries, 
this idea later concretised in the form 
of the OEEC. 

The success of the code showed that 
the European countries were prepared to 
give up at least part of their sovereignty 
in trade. This encouraged discrimination 
within the OEEC. “as there is no record 
of any serious effort to spell out the rules 
or otherwise to enforce or give practical 


application to non-discrimination for 
restricted commodities’’. 1 

No doubt this was an outright breach 
of Article XIII of GATT which provided 
the rules on non-discriminatory use of 
Quantitative Restrictions. Since the 
OEEC was a sort ^pf gentlemen’s agree¬ 
ment, there were no rigid rules and the 
membbers could pursue mutual consul¬ 
tations with a view to liberalising trade. 
The aim of the GATT was to keep discri¬ 
mination in check and not to help in its 
growth. Moreover various reasons could 


be cited for the attitude of world trading 
powers: 

1. Roth the sterling and the 
French-franc zone were included in the 
multilateral settlement arrangement of, 
the European Payment Union and most 
of the non-European countries also bene¬ 
fited from the measures of trade liberali¬ 
sation enacted within the OEEC. 

2. The group of countries being dis¬ 
criminated against were those in the 
dollar area but the US itself had ,urged 
Europe to help itself and was instrumental 
in bringing about many of the measures 
which had built-in dollar discrimination.* 

These discriminatory arrangements 
were accepted as part of the post-war 
transitional arrangements which were not 
required to conform to the accepted , long- 
run commitments. It was hoped rather, 
intuitively that a world-wide non-discri- 
minatory system of trade would-emerge 
latter and those regional arrangements 
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should facilitate a return to general con¬ 
vertibility of currencies. 8 

The US attitude was affected by the 
non-aggressive nature of discrimination; 
it was this type of ‘passive’ discrimi¬ 
nation which was brought about by the 
OEEC liberalisation. The programme 
was designed to favour the OEEC mem* 
bers by promoting a more rapid removal 
of quotas among the group and this 
feature also conditioned the acceptability 
of the programme to the US and others. 

When the external convertibility was 
restored in 1954, the OEEC sought 
cooperation of the GATT with a view 
to achieving total freeing of the OEEC 
Members’ imports on a global basis. It 
was also suggested that there was little 
benefit in the further continuation of a 
code which endorsed discrimination and 
that the GATT should take over where 
the OEEC had left. Hence, “at least for 
the countries which would not claim 
balance of payment difficulties, provisions 
of GATT go further than those of the 
OEEC code. The GATT banned im¬ 
port restriction altogether for these 
countries, but the OEEC authorises them 
to maintain controls on 10 per cent of 
their trade. The continued application of 
this code by the European countries and 
its possible extension to the US and 
Canada would seem to weaken, rather 
than strengthen, protection now afforded 
by the GATT to countries which would 
not become members of the new regional 
organisation.” 4 

4 

quantitative restriction 

As compared to the GATT the 
OEEC code on discrimination, was quite 
flexible, along with some 'escape’ clauses 
for members to abstain from applying the 
declared 'percentage* rules and there were 
formidable differences in the attitude of 
two bodies towards quantitative restric¬ 
tions. In the OEEC, negotiations started 
without the members feeling bound by 
earlier agreee-on 'fixed' rules and under 
the prevailing circumstances, this seemed 
to have been a prerequisite for success and 
without a greater flexibility than that in 
iffie GATT, there would have been no 
code of liberalisation. 6 

The GATT system of tariff reductions, 
whereby every one had to move at the 
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same rate, made it necessary for the speed 
of tariff reductions to be like that of a 
convoy, that of the slowest member. In 
practice, the country whose contribution 
to world trade was minimal, would get 
away with slower or no trade-liberalisa¬ 
tion and the important trading countries 
weighed up carefully the contribution 
made by each one of them. 

Since the US was limited in its tariff- 
reducing power by the Reciprocal Trade 
Agreement Act, which permitted at least 
five per cent reduction, but which, due to 
the escape clauses, peril-point techniques, 
permitted reductions which were very 
much less, some of the other important 
trading countries felt no reason for 
dismantling their tariff faster. 4 

important question 

More important is the question whe¬ 
ther such regional arrangements tend to 
perpetuate and possibly increase discrimi¬ 
nation, or as claimed, they facilitate a 
movement to full multilateral trade; or 
under what conditions, can regional 
discrimination be a step to non-discrimi¬ 
nation rather than to the creation of a 
more or less permanent protected soft 
currency area. 7 

In the GATT, customs unions and 
free-trade areas were endorsed, subject to 
the condition that they should comprise 
substantially all trade between the 
members and do not make duties, etc, on 
third-country exports more restrictive 
on the whole, than genera] incidence 
before the union. 

The Treaty of Rome was submitted in 
the spring of 1957 and the special GATT 
committee was set up to assess its compa¬ 
tibility. But it was not possible to come 
to some definite conclusions, as the tran¬ 
sitory measures stipulated, were not 
applied. While the GATr rule limited 
the review to ‘trade policy' aspects 
only, the core of the new regional 
arrangement was that the members would 
extend to their partners, favours and 
privileges, not available to the outsiders. 
Due to their most-favoured-nation obliga¬ 
tions, they did not ask for a waiver of 
their non-discriminatoiy obligations. 

At the GATT committee meeting of 
1957, it was held that the Article 24 laid 
down the basic rate a custom union should 
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apply to be consistent with the objectives 
of GATT and it would be more fruitful 
if attention was directed to specific and 
practical problems, leaving aside ques¬ 
tions of law. 8 

The purpose of a customs union or 
free-trade-area should be to facilitate 
trade between the constitueut territories 
and not to raise barriers to trade of 
others. With this high aim, Article 24 
laid down that duties and other regula¬ 
tions of commerce, instituted by a cutoms 
union, should not, on the whole, be higher 
or more restrictive than the general 
incidence of duties applicable in the 
constituted territories, prior to formation 
of the union. 

In the GATT inter-sessional committee, 
many countries voiced their concern, e.g, 
the US, Japan, India, Australia under the 
following heads: 

1. The level of external tariff against 
third-countries; 

2. The effects on third-countrys’ trade 
due to substitution of national quotas for 
global quotas for the members; 

3. Common agricultural policy and 
world agricultural trade; and 

4. New preferences due to overseas 
territories. 

a painful experience 

The Article 24 was sufficiently ambigu¬ 
ous and when, over the years, “regional 
arrangements that came before the 
GATT, did not conform to the tests 
of Article 24, the GATT and not the 
regional grouping yielded. 9 It was rather 
tragic that the supposedly self-evident 
differences between the customs-union 
and the preferences proved to be com¬ 
pletely misconceived. It was a painful 
experience that with one exception 
(the UK-Ireland Free-Trade Area), no 
customs-union or free-trade-area, presen¬ 
ted for review, has complied with Article 
24 and yet none of the agreement has 
been disapproved. 10 

While Article 5:Alaid that the duties 
on imports from the non-members should 
not, on the whole, be higher or more 
restrictive than the general incidence of 
duties applicable in the constituent terri¬ 
tories, prior to formation of such union, 
the intention here was simply to prevent 
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The world had nothing before it got zero 

India Introduced the concept. The Sanskrit name tor the 
figure was SQpya meaning void. India was the first to use 
it In the modern form. The earliest inscription dates back 
to 800 A.O. But there is evidence in Indian scriptures that 
the zero was used centuries before. 

In this and other spheres Indian talents have enriched 
the world. We at LAT try to continue the tradition by 
enriching life through industrial development. We design 
manufacture and Instal plant and equipment for every vital 
Industry—steel, cement, fertilizer, paper and pulp, nuclear. 
Leading companies like Toyo Engineering, Snam Progetd, 
Humphreys and Glasgow, Davy Powergas have called on US 
for complete engineering, manufacturing and construction 
services In and outside India. 

Who are we? A major industrial complex strategically 
located to serve the developing world. The success of our 
service Ilea in the Individual talents of over 18,000 people hi 
our network of offices all over India. 
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external trade barriers from being raised 
in the process of creating a union. 

The Treaty of Rome laid down that 
the common external tariff should be 
calculated as unweighted arithmetic 
average of individual tariffs, except on a 
few groups of commodities. On this basis, 
there would be some loss of exports by 
the third-countries to members whose 
tariffs were raised and this would be offset 
by any gain from increased exports to 
other members whose tariffs were lowered. 

As the rates of duty for a larger part of 
the CET were not yet known, it could not 
be determined whether they were accep¬ 
table and ‘a priori’, the GATT committee 
1 rejected the idea of ‘automatic’ applica¬ 
tion of a formula. The Six rejected 
the legal obligations to adjust the external 
tariff, in view of its impact on the indivi¬ 
dual countries. The Treaty of Rome pro¬ 
vided for successive elimination between 
the members of all import-duties accord¬ 
ing to a fixed schedule; the duties on all 
the non-agricultural goods were, with 
some exceptions, to be eliminated, on a 
, linear scale, i.e., by applying a fixed 
percentage reduction. 11 

height Index 

The problem is whether the the height 
of a tariff should be calculated first and 
the restrictiveness of each national tariff 
observed and then, strike some sort of an 
average between these national levels 
(i,e., by calculating a ‘height’ index for 
.each country, taking the average of these 
,indices in order to determine an index for 
die CET and working backwards to 
calculate a schedule of the external 
duties that will not, in the aggregate, 
exceed the height of the average), or some 
union-wide average may be taken for 
each tariff-classification and then deter¬ 
mine the aggregate height of the union¬ 
wide average. 11 

It is true that one can not determine 
from die nominal percentage rates, the 
restrictive impact a duty may have; a 
relatively 'high duty may provide excess 
protection in the sense that it may be 
I more than necessary to eliminate trade 
in the commodity in question, the 
third countries may be compensated in 
theory, by simultaneous reductions of 
high tariff, but really the structure of 
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trade does not correspond to this ideal as 
such. To obtain compensation by open¬ 
ing up new markets in countries where 
duties on same - products have been 
reduced, is a very uncertain possibility. 1 * 

It was concede that, some rates-were 
bound against increase in the earlier nego¬ 
tiations; the aim of negotiations on the 
‘bound-rates’ items was to maintain a 
general level of reciprocal and mutually 
advantageous concessions, not less favour¬ 
able to trade than that existing in absence 
of the proposed modifications. 1 * 

Article 24:6 laid down that in providing 
for compensatory adjustment in a union, 
due account should be taken of compen¬ 
sation already provided by the reductions 
brought about in the corresponding duty 
of other constituents of the union. The 
overall height of the CET should be judged 
by the criterion of Article 25:5A ‘that the 
duties and other regulations of commerce 
imposed at the institution of such union... 
In respect of trade with the contracting 

parties, not parties to such union_shall 

not, on the whole be higher or more res¬ 
trictive than general incidence of duties 
applicable in the constituent territories 
prior to formation of such union’. 

On the problem of linking the limita¬ 
tion on restrictiveness at the time of initial 
establishment of union, it was pointed 
out that—from a strictly legal view—there 
was no bar in para 5A to the raising of 
common tariff to any level, provided it was 
done sometime after institution of customs 
union. 15 

inadequate basis 

Third countries have argued that in¬ 
dividual commodities must be seen to 
assess the volume of trade affected by the 
adoption of particular rates and no auto¬ 
matic formula would help. Thus the 
‘overall’ height of a tariff is not adequate 
basis to judge its ‘incidence*. The follow¬ 
ing difficulties were pointed out; 

1. How does one average a tariff and 
nominal tariff and how to average the pro¬ 
tective and revenue tariff? 

2. How does one average tariffs on 
items with greatly different volumes of 
imports, on basis of simple or weighted 
averages? 

3. How does one average tariffs among 
oouhtries and how re apply weights by die 


level of actual imports, by the levy! of 
potential imports assuming nil tariffs; or 
by some measure of the size of national 
markets as GNP? 1 * 

In theory it is difficult and in practice 
it is hardly possible to calculate the average 
tariff level of a country and more so for a 
group of countries with different tariffs. 

Spaak report 

The problem is what type of calculation 
is most likely to provide an objective 
means of meeting tests of Artiele 24:5A. 
The Spaak report held that the overall 
total of duties payable under a CET 
should not represent a higher percentage 
of value of imports into the union than 
to total of duties formerly imposed by 
the members as compared with their total 
imports. 17 

The prevailing view was that the weight- 
mg process met the requirements as the 
volume of trade should be taken into 
account. Loveday guessed that the reason 
was that the GATT committee took to 
this method in calculating the sector inci¬ 
dence for ten countries in the French 
plan. 18 The problem was whether the 
GAIT rule required the CET to be 
weighted by the amount of each commo¬ 
dity imported; this was upheld due to 
their belief that the weighted average 
would be lower (a tariff weighted by the 
value of imports, gives smaller weights to 
tariffs so high that they keep out most 
imports and creates a presumption that 
the weighted average would produce lower 
figure than the simple average). 1 * 

Hence the weighted average should have 
been used in order to reflect the volume 
of trade to which each rate applied; but 
this measure is alsb deficient, since the 
duties which are most restrictive of 
imports, are given the least weight and 
duties, so high as to prevent any imports, 
would not enter into calculations at all. 

There was no guarantee that the losses 
and gains would' be offsetting, as the 
effects of tariff changes on trade-flows 
depend on the price-elasticities of demand 
and effect of new tariff would depend on 
the relationship between tariff and cheapest 
source of supply within the community. 1 ® 

It is necessary that provision .for 
adequate compensation should be made 
and the provisions of Article 24 should be 



amended. Lovcday held that most valid 
basis to establish rates of duty in a union 
is to weigh the national rate for each goods 
by country's import-potential, as measured 
by its consumption of goods. He used it 
in calculating the overall average tariff for 
the Community, by weighting unweighted 
national tariffs by national income (taken 
as a measure of total consumption). 11 

Long back Jacob Viner suggested that 
the best measure k the percentage of total 
imports to total national consumption; 
but this is of little use, as trade-effects will 
not be known, until some time after the 
CET is fully in effect and a common 
market will affect the volume and pattern 
of trade in a variety of ways, not directly 
related to the level of tariff-protection 
against the outsiders. 88 

complex problem 

The GATT Article XI laid down that 
no prohibitions or restrictions, other than 
duties or other charges, whether made 
effective through quotas, import licences 
shall be instituted by any contracting party 
on the importation of any product from 
the territory of a party. The problem 
of ‘fixed time limits’ was very complex 
indeed and the principle accepted was that 
all restrictions were to be a subject of 
periodic consultations. Those taking 
resort to exceptions under Article XII had 
to justify them and this was no minor 
achievement. 83 

The agreement provided for an all- 
embracing ‘escape’ clause by permitting 
them to waive an obligation due to GATr; 
the conditions to be fulfilled with a view to 
benefit from the waiver were that the res¬ 
trictions maintained had been continuously 
in use for a specified time and there was 
reasonable prospect of eliminating restric¬ 
tions over a short period of time. 

Third ‘hard-core’ waiver turned out to 
be rather an affirmation of integrity 
of GATT than a further ‘escape’ clause, as 
it held that final elimination of all restric¬ 
tions on trade must be carried out. 84 
Hence there would be little difficulty in 
enforcing a rule which excluded the 

Quantitative Restrictions, say on 90 per 
cent of trade of the contracting parties, 
with a relatively free hand on the rest. A 
formula of this kind would enable most of 
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the countries to retain restrictions on most 
of the agreements. 88 

Article 13 laid down that the Quantita¬ 
tive Restrictions should be applied non- 
discriminatorily, except in situations 
specified in the Article 14. The Treaty 
of Rome laid a fixed schedule for elimina¬ 
tion of remaining restrictions. Since the 
OEEC liberalisation covered more than 85 
per cent of internal trade of the Six, con¬ 
clusion that could be drawn that in the 
first instance, members had followed the 
line of least resistance and that the remain¬ 
ing 15 per cent represented hard core of 
restrictions of real importance. 28 

The Treaty of Rome did not provide 
for harmonisation of restrictions and here 
the GATT was also not of much guidance. 
The Six held that it was in the nature of a 
customs union that the quotas should be 
treated in the same way as tariffs and 
members could remove Quantitative Res¬ 
trictions on their intra-trade, without 
extending this liberalisation to third- 
countries. 

The issue was left wide open in the com¬ 
mittee meeting of 1957 and “the difficulty 
here lies in the conflict between obvious 
purpose of GATT to foreclose future ‘pre¬ 
ferential’ arrangements and the pressure 
of groups of contracting parties to qualify 
these arrangements under free-trade-area 
rubric”. 27 


vested interest 

Hence Quantitative Restrictions are 
more difficult to remove in the last few 
per cent of one’s non-liberalised trade, 
The vested interests and non-competitive¬ 
ness will insist on absolute protection by 
the most forceful suppression of imports. 28 

Prof Huillier pointed that “in order to 
fulfil their obligations, without causing 
too serious a breach in their systems of 
protection, the countries taking part, have, 
in the first place, been tempted to libera¬ 
lise these products for which the national 
demand was inelastic and whose domestic 
production was far from supplying in 
sufficient quantities to meet demand. , By 
abolishing quotas on such goodjs, countries 
killed two birds with one stone. For, as 
the protection afforded by old restrictions 
was very limited, liberalisation increased 
imports little, but substantially affected 
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the percentage of liberalisation due to 
substantial volume of these complementary 
purchases. On the other, it was possible 
for most restrictive quotas in effect to be 
those whose abolition least increased the 
percentageof liberalisation.” 22 

No doubt the uncompromising prohibi¬ 
tion of Quantitative Restrictions allowed 
the GATT to have an influence on the all 
important “hard-core” restrictions. The 
total prohibition of QRs has established 
an international moral climate where such 
restrictions, though still resorted to, need 
defending. While in practice the sanctions 
that can be taken, are limited and can 
only further restrict international trade. 

While the German case showed GATT’s 
strength, the persistence of the negative 
lists proved that a lot of work remains to 
be done. It could also be argued that the 
intention of Article 24 was to accommo¬ 
date the EEC and the US moral support 
was very crucial here. 
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trade control policy, the 
government expressed the ap¬ 
prehension that some of the 
deserving industrial units 
might not be able to take 
advantage of the facilities pro¬ 
vided under the TDF because 
of the paucity of rupee re- 


the participation will be in the 
Lima international fair in 
Peru. In Australia, India will 
participate in the second 
Asian trade fair at Melbourne. 

Cotton Imports 

the government contradic- 


Managerial Cadra in 
Companies 

Thb central government has 
revised the application forms 
for appointment of managing 
directors, wholctime direc¬ 
tors and managers in Public 
Limited Companies or their 
subsidiaries. These require 
information inter alia , relat¬ 
ing to the involvement of the 
person proposed to be so ap¬ 
pointed, under the eleven Cent¬ 
ral Acts broadly categori sed 
as economic legislation. These 
would enable the central 
government to decide the 
“fit and proper” aspect of an 
individual, for appointment to 
such offices. On the basis of 
representations received from 
the Chambers of Commerce, 
etc, the central government 
has in a circular addressed to 
all Chambers of Commerce 
clarified that the Company 
Affairs Department would 
consider it sufficient compli¬ 
ance if information is given 
about—(a) any penalty impos¬ 
ed on the person or any con¬ 
viction that the person had to 
undergo under any of these 
Acts during eight years prior 
to the dale of application; and 
(b) any proceedings pending 
in respect of violation of any 
of the Acts which attract the 
penal provisions of the rele¬ 
vant Act. 

IDBI Loans 


and designs etc., under the 
Technical Development Fund 
scheme (TDF). To be eligi¬ 
ble for the assistance under 
the scheme, the applicant 
should be in possession of an 
import licence granted by the 
government under the TDF 
and will have to satisfy the 
IDBI that the import would 
have a favourable impact on 
its productivity or exports. 

Exchange Loans 

The assistance under the 
scheme will normally be rest¬ 
ricted to the rupee equivalent 
of the foreign currencies men¬ 
tioned in the import licences. 
However, in deserving cases, 
IDBI will also be prepared to 
consider financing a portion 
of import duty. The loans 
would run for a maximum 
period of five years and 
would carry interest at the 
rate applicable to foreign ex¬ 
change loans of IFCI and 
ICICI. The prevailing effec¬ 
tive rate is 11 per cent per 
year. The loans will normally 
be required to be secured by a 
first charge on the fixed assets 
of the industrial concern or a 
bank guarantee acceptable to 
IDBT. 

The union ministry of In¬ 
dustry created in March last 
Technical Development Fund 
to meet the requirements of 
foreign exchange of six selected 


cources. Hence the IDBI de¬ 
cision to offer rupee assistance 
to such industrial units. 

International Fairs 

India proposes to partici¬ 
pate in 21 trade fairs to be 
held in various countries dur¬ 
ing 1977-78. The programme 
of participation finalised by 
the ministry of Commerce in¬ 
cludes fairs to be held in all 
the continents. In Asia, Indian 
merchandise will be displayed 
in Teheran and Baghdad 
international fairs, buyers- 
sellers meet at Dubai, 
exclusive Indian exhibitions 
at Jeddah in Saudi Arabia, 
Hong Kong and Seoul. In 
Africa, India will participate 
in Saba-Saba International 
fair at Dar-es-Salaam and 
Mozambique. Khartoum and 
Cairo world fairs. 

India will also participate in 
a big way in trade exhibitions 
to be held, both in east and 
west Europe. Among the 
EEC countries, the participa¬ 
tion will be in Milan interna¬ 
tional fair as well as Brussels 
furniture fair. In east Europe, 
India will participate in Poz¬ 
nan international fair in 
Poland, Zagreb autumn inter¬ 
national fair in Yugoslavia. 
Brno autumn international fair 
in Czechoslovakia and Leipzig 
spring international fair in 
German Democratic Republic. 

In the North American Con- 


ted the reports to the effect 
that there would not beany 
more imports of cotton this 
year. A spokesman of the 
Commerce ministry stated that 
more imports of cotton would 
be arranged as the situation 
warranted. For this purpose, 
necessary foreign exchange 
had been sanctioned. The 
cotton, thus imported, would 
be used partly to augment the 
current supplies and partly to 
build up a reserve stock. 

It was pointed out that keep¬ 
ing in view the requirements 
of the cotton textile industry 
and the availability of raw 
cotton within the country, 
purchase of raw cotton 
to the tune of 300,000 bales 
had already been con¬ 
tracted. More than half this 
quantity had arrived and the 
balance would be reaching 
shortly. The government was 
keeping a watch on the avail¬ 
ability of cotton and addition¬ 
al imports would be arranged 
as the situation demanded. 

Basic Policy 

A press note issued recently 
stated that ensuring the supply 
of raw material, particularly 
raw cotton, is one of the 
basic cornerstones of govern¬ 
ment policy regarding cotton 
textiles. Apart from regula¬ 
tory measures such as adjust¬ 
ment of credit limit and physi¬ 
cal control and dehoarding of 


The Industrial Development 
Bank of India (IDBI) has de¬ 
cided to offer direct rupee 


IDA industries for the import 
of small machinery, technical 
know-how etc. While extend- 


«tinent, India pavilions will be 
erected in the production 
show at Toronto, Canada. Ex¬ 


stocks, availability was improv¬ 
ed by stopping exports on the 
one hand and importing cotton 


loans to deserving industrial ingthe scope of the TDF re- elusive Indian exhibitions will as well as other fibres on the 


units for the import of machi¬ 
nery, technical know-how, 
consultancy services, drawings 


cently to all the 37 groups of 
select industries specified in 
Appendix-1 of the import 


also be arranged at Mexico 
and another textile show in 
Canada. In South America, 


other. The policy of the 
government in this regard has 
been to ensute remunerative 
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return to the growers as well 
as reasonable price to the con¬ 
sumers. The requirement of 
cotton in the country is esti¬ 
mated at 8.2 million bales in 
1978-79 and although the tar¬ 
geted annual production is yet 
at 8 million bales during that 
year, the present production 
level is around 6.5 to 7 million 
bales. In order to meet this 
shortage, the government is 
making available non-cotton 
fibre also to the textile mills. 

Steel Screp Import 

^ An expert committee appoin¬ 
ted by the Metal Scrap Trad¬ 
ing Corporation has recom¬ 
mended that steel scrap should 
be imported to meet immediate 
shortage and that on a long¬ 
term basis, substitutes like 
sponge iron should be deve¬ 
loped. The experts are of the 
view that shortages of steel 
scrap would develop in near 
future and that this shortage 
would seriously affect the 
electric arc furnace industry. 
According to the committee, 
in 1978-79 there would be a 
serious gap of 165,000 tonnes 
between demand and supply 
and this would rise to 594,000 
in 1983-84. It has been pointed 
out that the shortages would 
^develop further as the produc¬ 
tion of arc furnace industry 
picked up. 

The future of electric furnace 
industry is linked closely with 
the role of steel scrap arismgs. 
The non-availability of scrap, 
increase in its price and 
deterioration in its quality have 
posed a serious deterrent to 
the growth of mini-steel plants. 
A high level committee in the 
Steel ministry is currently 
considering the problems of 
mini-steel plants and a deci¬ 
sion by the government on 
some of the import recommen¬ 
dations of a group of fttosul- 
! tants is expected shortly. Import 
of steel scrap to meet the 


shortage faced by the ate 
furnaces is being considered as 
one of the solutions to the 
problem and because of the 
high price of scrap available in 
world markets, the import by 
this country may have to be 
duty free. 

Iron Ore for Iraq 

The supply of 18 million 
tonnes of iron ore pellets to 
Iraq on a long-term basis was 
discussed recently between the 
Steel and Mines minister, Mr 
Chandrajit Yadav, and Iraq's 
minister, Mr Flayeh Hassan 
Aljassim. The pellets will be 
supplied from Donimalai. On 
a querry from Mr Aljassim, 
Mr Yadav gave the assurance 
that India was m a position to 
meet Iraq's requirements 
during the interim period. 
Iraq's requirements are indi¬ 
cated to be 150,000 tonnes i l 
1978 and 500,000 tonnes in 
subsequent years. The Iraqi 
minister stated that his govern¬ 
ment would soon take a 
decision on India's offer. 

Export-Import Bank 
Rato 

The Export-Import Bank of 
the United States is reducing 
the interest rates it will charge 
on new direct loans it grants to 
finance US exports. 

The new rates- in the range 
from eight to nine per cent per 
year—will be one-fourth to 
one-half of one per cent lower 
than the rates the bank has 
charged since September 1975, 
and will go into effect imme¬ 
diately, Mr Stephen M. 
Dubuhl, Jr, the bank’ presi¬ 
dent and chairman, told a 
press conference recently. 
“Since early October 1976, 
interest rates have moved 
rapidly downward, reflecting 
the pause in the economy and 
increased market liquidity,” 
Mr Dubuhl said, *‘and the 
bank’s borrowing costs have 


declined, as have market rates 
generally.” 

UK Bank Rate 

The Bank of England has 
lowered its minimum lending 
rate by one quarter of a point 
to 14 per cent following a 
further drop in treasury bond 
interest rates. The floating 
bank rate was adjusted down¬ 
ward by 0.25 per cent three 
times last month and is now 
one full point below the record 
level of 15 per cent at which it 
remained pegged from October 
7 to November 19. 

Camant Exports 

Export earnings from cement 
are heading for a record level 
this year. According to present 
indications, cement may fetch 
foreign exchange of the order 
of Rs 35 to 40 crore compared 
with about Rs 15 crores in 
1975-76. Exports in the first 
nine months (April to Decem¬ 
ber) have registered an impres¬ 
sive growth.Theearnings during 
this period have amounted to 
nearly Rs 20 crore against 
only Rs 5.5 crores in the corres¬ 
ponding months last year. The 
quantity so far exported is 
about 500,000 tonnes and 
another 300,000 tonnes is 
expected to be shipped during 
the remaining three months, 
January to March. Thus, 
cement exports may be of the 
order of 800,000 tonnes this 
year against about 400,000 
tonnes in 1975*76. The export 
orders on hand are said to be 
of the value of nearly Rs 40 
crores. 

The record level of export 
earnings from cement will be 
mainly on account of larger 
volume, although unit-value 
realisation is also better than 
last year, according to inform¬ 
ed sources These sources 
point out that if cement ex¬ 
ports ate to be sustained on a 
long-term basis, handling faci- 
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Hties at ports would have to 
be considerably augmented. 
There is vast opportunity for 
India to export cement to Gulf 
countries where developmental 
work is being undertaken on a 
large scale. Meanwhile, the 
State Trading Corporation, the 
canalising agency, is awaiting 
reports from foreigh buyers 
about the suitability of bags 
developed indigenously in 
which cement was shipped for 
the first time. The special bags, 
developed by the Cement 
Research Institute, are made 
of jute with bitumen coating. 
If the performance of these 
bags is found satisfactory, a 
major handicap which has 
been hitherto hindering cement 
exports will be overcome. 

Engineering Exports 
to South Eest Asia 

Indian engineering exports 
to south east Asia account for 
a major share of the overall 
exports of engineering items 
from this country (next only to 
exports to west Asia). How¬ 
ever, India's share in the world 
export to south east Asian 
countries continues to be very 
marginal; but the opportuni¬ 
ties and potential for increas¬ 
ing engineering exports from 
India are immense. This was 
revealed by the Association of 
India Engineering Industry 
(AIE1) which is in fairly advance 
stage of planning of a specific 
strategy for south east Asian 
markets following recommen¬ 
dations and observations of its 
trade mission which visited 
these countries last year. The 
mission was led by the A1E! 
president Mr F.A.A. J&sdan- 
walla. 

It was disclosed by AIEI 
that although Indian prices 
are generally competitive, 
countries such as Japan score 
over us because of the softer 
payment terms being offered 
by them to south east Asian 
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Fly your imports in by 
Air-India. And raise your 
profits to the sky. 

Save foreign exchange. 

Save time...and costs. With 
reduced packing charges, 
lower insurance rates, and 
no warehousing expenses I 
Greater turnover. Faster. 

With less capital. 

Air-India now has the 
capacity and flight frequency 
to lift 615 tonnes of cargo 
every week I From five 
continents. And to them. 

So if you have exports, get 
them going too. Just as 
profitably. On Air-India. 

Fly your cargo by 
Air-lndia. The profits will 
fly in by themselves. 

Cargo to and from: 

USA, UK, Europe, USSR. 
Japan, Australia, Gulf, 

E. Africa, Mauritius, 
Seychelles. 









customers. Japan’s financial 
termt are, in fact, tailor-made 
to their requirements. Despite 
.the fact that Japan has got a 
m ion's share in the south east 
Asian market, AIEI believes 
that there is a general keen ■ 
ness amongst the buyers to opt 
for Indian goods. These coun-, 
tries would prefer to buy from 
India because of the cultural 
affinity and geographical proxi¬ 
mity. Furthermore, Japanese 
goods are often ‘‘over-sophis¬ 
ticated” for south east Asian 
needs. According to the 
Association of Indian En¬ 
gineering Industry, the major 
opportunity area for Indian 
engineering exporters is in the 
field of project exports, parti¬ 
cularly those being financed 
by the Asian Development 
Bank or World Bank. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
'sugar production in the month 
of November 1976, the second 
month of the season 1976-77 
was about 427,000 tonnes as 
against 223,000 tonnes during 
the corresponding period last 
season. This brings the total 
production during the first two 
months of the 1976-77 season 
to about 504,000 tonnes as 
^gainst 258,000 tonnes during 
the corresponding period last 
year. The off-take of sugar 
from factories during the 
month of November 1976 was 
about 321,000 tonnes for 
internal consumption and 
4,000 tonnes for exports as 
against about 287,000 tonnes 
for internal consumption 
end 84,000 tonnes for exports 
in the corresponding period 
last season. The total des¬ 
patches in the first two months 
in 1976-77 was 630,000 tonnes 
Ifipr internal consumption and 
fp.OOO tonnes for export as 
Pgainst 650,000 tonnes for in¬ 
ternal WHUumption and 134JXJ0 


tonnes for exports during the 
corresponding period last 
season. The total closing stock 
of sugar with the factories as 
on November 30, 1976 was 
about 702,000 tonnes as against 
680,000 tonnes on the same 
date last season. 

Financial Institutions 
Chiefs IHsst 

An ‘emergency* meeting of 
heads of public financial 
institutions was convened on 
January 10 in New Delhi to 
discuss ways to assist sick units 
in the country. Industry 
minister, Mr T.A. Pai, called 
the meeting to chalk out a 
programme of action to nip 
sickness in industry, wherever 
possible, in the bud. The 
meeting reflecting the govern¬ 
ment's anxiety to take prompt 
measures before the problem 
gets out of hand, was attended 
by chairmen of the Life Insu¬ 
rance Corporation, Industrial 
Development Bank of India, 
Reserve Bank of India, 
(governor), Industrial Refi¬ 
nance Corporation, Industrial 
Finance Corporation of India 
and several chairmen of 
the state finance corpora¬ 
tions. Representatives of the 
Federation of Indian Chamber 
of Commerce and Industry and 
Associated Chamber of Com- 


mere* were amo invited to 
attend the meeting. T 

A high level committee had 
suggested definition of sickness 
as one which bad sustained 
cash losses for two consecutive 
years. On the basis of this 
definition, a rough estimate 
had shown that as many as 
30 textile mills alone were in 
financial trouble and would 
have to be immediately helped 
out. The situation was believed 
to have been heightened by the 
receipt of a report by a study 
team headed by the Additional 
Textile Commissioner. The study 
mainly related to spinning mills 
in south India but the situation 
was stated to be no different 
elsewhere. 

Workers' Participation 

The government announced 
on January 5, extension of the 
scheme of workers* participa¬ 
tion in all commercial and 
service organisations in the 
public sector. These include 
hospitals, P and T offices, rail¬ 
way stations and booking 
offices, road transport organi¬ 
sations, state electricity boards, 
banks, insurance, Food Cor¬ 
poration and similar institu¬ 
tions. This follow-up to the 
new constitutional directive is 
embodied in a government 
resolution. The Labour minis- 
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fold AAwamen recently fhauthe 
participation schema ip indus¬ 
try bail brought about 
improvement in productivity. 
He explained that the basic 
objective of the new scheme 
was to “devise a system where¬ 
by mutual trust and confidence 
is created between workers and 
managements which would help 
promote active involvement of 
the workers in the work pro¬ 
cess.” At the same time he 
said that the sources of the 
scheme wouid primarily depend 
on the extent of realisation on 
the part of the management that 
the workers could also contri¬ 
bute significantly for effecting 
improvement in the work 
process. 

The new scheme is flexible 
enough to allow variations to 
suit local conditions as various 
forms of worker participation 
are already in vogue in the 
public sector. He thought the 
matter should be left to the 
initiative of the managements 
to evolve a suitable pattern of 
participation depending on the 
nature of each unit. 

Namts in the News 

Mr A.J.A. Tauro, Finance 
Director, Indian Petrochemi¬ 
cals Corporation Ltd, has been 
appointed a Director of the 
Indian Oil Corporation (IOC). 
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Once again the Central Government has exposed 
itself to the charge of mishandling jute matters. 
This time the trouble concerns the Indo- 
Argentine Food Agreement which was concluded 
in September last. Under the terms of the Agree* 
ment, it will be recalled, the Government of India 
undertook to arrange for the supply of60.000 
tons of jute goods in exchange for the 300,000 
tons of maize from Argentina. To fulfil the 
terms of this Agreement, the Government of 
India requisitioned some 18,000 ions of hessisn 
on the last day of the DX Rules in great haste 
It has been satd that the Government of India 
had to resort to this became it. ««0*fcgoed d»- 


culty and delay in the supply of the requisite 
quantity of hessian But even so, Government's 
action cannot be iutified. These stocks lying in 
the mills actually belonged to the shippers who 
were holding goods against their sales to the U.S. 
and some other countries On October 1, the 
internal price control was lifted and the price of 
hessian rose sharply. Thus, it came about that 
the shippers were placed in a position where they 
ware being forced to part with their goods bought 
at cheaper rates at a time when contra was still 
in force to replace it at a higher price to fulfil 
their delivery contracts Which, they rightly pointed 
Out to Government, they ctyid not break. 
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CAFI 

The impressive recovery recor¬ 
ded by Chemral and Fibres 
of India during the year ended 
September 30,1976 was mainly 
brought about by the increase 
in demand for polyester fibre 
from the textile industry. As a 
result the company wasab'e 
to operate at a higher level of 
capacity utilisation than in the 
previous year and prices too 
improved over the unecono¬ 
mic levels which prevailed in 
the previous year. The direc¬ 
tors feel that reduction in 
excise duty, establishment cf 
additional raw material capa¬ 
city and expansion of the 
existing units for polyseler 
staple fibre manufacture are 
needed urgently to enable the 
textile industry to increase 
production of blended fabrics 
at moderate prices and thus 
help improving the clothing 
standards of the country. 

Export Earnings 

Foreign exchange earnings 
from the export of blended yam 
and fabric were Rs 39 lakhs 
during 1975-76. Efforts 
are being made to increase 
foreign exchange earnings and 
the aim is to earn a minimum 
of one crore of rupees. 

The company has joined 
hands with Alkali and Chemi¬ 
cals Corporation and Indian 
Explosives in sponsoring a 
new company under the name 
Alchemic Research Centre 
Pvt Ltd which will undertake 
basic research in the field of 
chemical industry. The govern¬ 
ment’s approval to this com¬ 
pany as a scientific research 


laboratory as defined under 
section 35 of the Income Tax 
Act has been sought. 

Vazir Sultan 

The Vazir Sultan Tobacco 
Company has reported subs¬ 
tantial improvements in its 
working results during (he year 
ended September 30, 1976. 

Productioi, sales, profits and 
margins all being appreciably 
higher than in the previous 
year. The company has a'ready 
declared a final dividend of 
15 per c;nt, making a total of 
25 per cent for 1975-76, the 
same as was paid for the pre¬ 
ceding year, besides a three- 
for-five bonus issue. The 
directors have declared their 
intention to recommend a 
dividend of not less than 16 
per cent on the enlarged 
capital resulting from the pro¬ 
posed bonus issue in the year 
immediately after the issue and 
allotment of bonus shares. 

The company produced dur¬ 
ing 1975-76,13,726 million cig¬ 
arettes against 12,109 million 
cigarettes in the preceding year 
and sold 16,212 million ciga¬ 
rettes as against 15,004 million 
cigarettes in 1974-75. Sales of 
unmanufactured tobacco dur¬ 
ing the year was of the order 
of 1331 tonnes as compared to 
1074 tonnes in the earlier year. 

The earnings from sales 
during the year went uoto 
Rs 95.83 crores from Rs 89.98 
crores while gross profit before 
depreciation and taxation was 
significantly higher at Rs 5.39 
crores as against Rs 4.18 crores 
in 1974-75. 

After providing Rs 52.16 


lakhs to depreciation reserve 
and Rs 3.29 crores for taxa¬ 
tion, th? disposable surplus 
amounted to Rs 157.48 lakhs. 
The final dividend together with 
the interim dididend will ab¬ 
sorb Rs 94,25 lakhs. 

Siemens India 

The directors of Siemens 
India Ltd have proposed to 
issue 24,00,000 bonus shares 
of R$ 10 each in the ratio of 
one equity bonus share for 
every two equity shares held. 
This is subject to the approval 
of the shareholders and the 
authorities concerned. The 
proposed bonus issue will raise 
the paid-up capital of the 
company from Rs 4.80 crores 
to Rs 7.20 crores. 

Delhi Cloth 

Although sales of Delhi 
Cloth and General Mills Co 
Ltd have gone up to Rs 179.79 
crores during the year ended 
June 30, 1976 from Rs 156.84 
crores in 1974-75, gross profits 
declined to Rs 9.83 crores 
from Rs 12.42 crores in the 
preceding year. The directors 
have recommended an equity 
dividend of 7.2 per cent. The 
proposed dividends—equity 
and preference—will absorb 
Rs 142.96 lakhs. It is note¬ 
worthy that 5.5 per cent of the 
amount of dividends will be 
exempt in the hands of the 
shareholders under section 80 
K of the Income-tax Act 1961. 

The textile industry during 
the year under review passed 
through a very critical period. 
The market conditions of tex¬ 
tiles continued to be adverse 
and there was considerable 
slackness of demand. The in¬ 
ventory df finished goods con¬ 
tinued to pile up and the sales 
were generally poor. Whereas 
the prices of raw material con¬ 
tinue to rise, the prices of 
finished goods had not increas¬ 
ed and in fact there was a 
decrease in the rates of doth 
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and yam, The liability of con¬ 
trolled doth remained high and 
the company had to incur heavy 
losses in meeting this obliga¬ 
tion. 

The rayon tyre cord unit at 
Kota suffered a serious setback 
in its working during the year. 
On the export front the efforts 
made last year, after the ban 
on export of rayon tyre cord 
had been lifted, has started 
yielding positive results. How¬ 
ever in the absence of cash 
assistance on exports, the reali¬ 
sation continued to be very 
low and uneconomic. 

The DCM Chemical Works « 
achieved increased levels of 
production in all plants except¬ 
ing sulphuric acid and super¬ 
phosphate. It is heartening 
to note that the company has 
received the second outstanding 
award from the export pro¬ 
motion council for its export 
performance during the year. 

The fertilizer plant achieved 
substantial increase in produc¬ 
tion during 1975-76 and what 
more the production level is 
running at still higher rates in 
the current year. 

The working of sugar fac¬ 
tories was quite encouraging 
and the crushing improved 
during the year. The output in 
distillery was satisfactory. 

Data Products progressed * 
well despite tough competition 
and has put many new products 
on the market. 

Detergents India 

Detergents India i$ setting up 
a plant at Kodur in Cuddappa j 
district a notified backward | 
area in Andhra Pradesh, for 
manufacturing synthetic deter¬ 
gents in the form of cakes and 
powder. Promoted jointly by 
Mr G. Harish Chandra Reddy 
and his associates and the 
Andhra Pradesh Industrial 4 
Development Corporation,, the 
company will have a licensed 
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capacity of 10,000 tonnes of 
detagente per annum. Land 
has already been acquired and 
construction of the plant has 
commenced. To raise part of 
the resources required for the 
implementation of the project 
the company is expected to be 
in the capital market shortly 
with a public issue. 

UiNa Martin Black 

The directors of Usha Martin 
Black (Wire Ropes) have recom¬ 
mended the issue of 11,84,166 
bonus shares in the proportion 
of one share for every share 
held by capitalising a sum of 
Rs 1,18,41,660 from general 
reserve, share premium account 
and capital redemption reserve. 

The company has received a 
letter of intent for manufac¬ 
turing 50,000 tonnes per 
annum of wire rods in coils 
at Adityapur near Jamshedpu-. 
The project is estimated to cost 
Rs 4.60 crores. A part of t‘ e 
project cost would be met by 
rights issue of 5,92,083 equity 
shares of Rs 10 eachat a premi 
um of Rs 2 in the proportion of 
one shire for every four shares 
held after the proposed bonus 
issue and 40,000 preference sha¬ 
res (11 per cent) of Rs 100 each 
at par to the exist'ng preference 
sha*eholders in the ratio of 
one share for every share held. 
Besides 89,585 equity shares of 
Rs 10 each at a premium of Rs 2 
per share to the employees of 
the company. The balance will 
be raised byway of loans from 
institutions or by issue of con¬ 
vertible bonds and internal 
sources. 

The project would improve 
the company's profitability as 
it will not have to depend on 
external sources for supply of 
raw materials for its Ranchi 
Plant. Further there will be 
considerable saving in trans¬ 
port oosras the company has 
now to bring its raw materials 
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from Bombay. The Jamshed¬ 
pur will also add dynamism to 
the company’s export efforts 
and make its products more 
competitive. Moreover, this 
will be the first unit in the 
eastern region to produce 400 
kg coils of 5 x 5 diameter wire 
rods from 100 x 100 mm square 
billets. 

The compay's turnover dur¬ 
ing the year ended December 
31, 1976 is expected to be 
Rs 22 crores as compared with 
Rs 16.50 crores in 1975. 

Voltas 

The directors of Voltas look 
forward with restrained confi¬ 
dence to the results of the 
current year ending August 
1977 and sustained improve¬ 
ment in the future. Sales and 
gross margin during the first 
quarter of the current year 
have been better than in the 
same period of the previous 
year. The development efforts 
made overseas, particularly in 
providing technical services, 
are beginning to yield good 
returns. 

Despite the unsatisfactory 
order book of some of its divi¬ 
sions, the overall position is 
satisfactory. Greater availa¬ 
bility of own-manufactured 
products and the anticipated 
increased output at the Thana 
works is expected to contribute 
to improved profitability. The 
associated companies in which 
the company had made subs¬ 
tantial investments and whose 
products it distributes have 
shown encouraging improve¬ 
ment in operations and the 
company should begin to 
benefit from several years of 
efforts it has made in nurturing 
and assisting these organisa¬ 
tions. 

In the current year* the com¬ 
pany expects to begin market¬ 
ing large centrifugal compel* 
tors which offer the advantage 
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of substantially lower operat¬ 
ing costs, particularly reduced 
power consumption. Plate 
freezers essential for export of 
marine products will also be 
available in the current year. 
Its own manufacturing activi¬ 
ties in the mining field are be¬ 
ing progressively diversified 
and a manufacturing-cum-as- 
sembly operation for ventila¬ 
tion fans and underground 
boring equipment has come 
into operation in Calcutta. 
The projects engineering divi¬ 
sion in collaboration with 
Ames Crosts Ltd, a division 
of Babcock Wilcox, is now 
entering into the allied field of 
water pollution control, which 
is expected to contribute to 
turnover and profitability. 

The company will use its 
diversifed marketing expertise 
to promote the exports of its 


own products and to market 
in middle east products of 
other countries and for this 
purpose a wholly owned sub¬ 
sidiary Metrovol Ltd is being 
registered in Sharjah in UAE. 

Eddy Currant Controls 

Eddy Current Controls 
(India) is making steady pro¬ 
gress. This joint sector project 
set up for manufacturing 
variable speed eddy current 
couplings with thyrister cont¬ 
rols in technical collaboration 
with Saskawa Electric Manu¬ 
facturing Co Ltd, Japan, has 
been meeting the demand of 
the cement, coal, paper, 
chemical and textile industry 
for variable speed drives. 
The company has also develop¬ 
ed other products such as eddy 
current brakes, dynamometers 
and techogenerators. With the 
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addition of new products, the 
company expects substantial 
increase in the turnover in the 
coming years. For the year 
ended June 1970, the company 
has paid a maiden equity 
dividend of 10 per cent. 

News and Notts 

IDL Chemicals Limited, 
Hyderabad is the first Indian 
company to develop the techni¬ 
que of metal clading. It will 
commercially introduce the 
process at its factory at 
Hyderabad soon. It will be 
able to clad metal up to 100 kg 
at Hyderabad. 

Metal clading is an explo¬ 
sive welding process. Any 
two or more metals, similar or 
dissimilar are welded using the 
high energy released by an 
explosive charge. The techni¬ 
que has been successfully deve¬ 
loped for producing combina¬ 
tions such as aluminium-steel, 
stainless-steel, copper-steel, 
and silver-copper. 

New Issues 

ION Exchange (India) pro¬ 
poses to issue shortly 1,94,600 
equity shares of Rs 10 each 
at a premium of Rs 8 per 
share. The issue is being 
made to raise a part of the 
finance required for its expan¬ 
sion programme, reduce the 
foreign equity shareholding 
from 60 per cent to less than 
40 per cent, and to obtain 
listing of the shares on the 
Bombay Stock Exchange. 

The company's present 
licensed capacity is 20,000 
cubic ft for ION exchange 
resins and Rs 1.20 crores for 
water treatment plants. It has 
obtained a letter of intent for 
raising the capacity to 50,000 
cubic ft on ION exchange 
resins on the basis of maxi¬ 
mum utilisation of plant and 
machinery and Rs 2.40 crores 
worth of water treatment 
plants. The letter of intent 
has stipulated that the com¬ 


pany should exports five par 
cent of the products arising 
out of the expanded capacity. 
The company does not envi¬ 
sage any difficulty in meeting 
this export obligation. The 
financial collaborators are the 
Permutit Co Ltd of the UK. 

Kabini Pipers will issue 
shortly 2,08,697 equity shares 
of Rs 10 each at par. The 
proceeds of the issue will be 
utilised for financing partly the 
company's Rs 111.25 lakh kraft 
paper project being set up at 
Nanungad in Karnataka state. 
The plant and machinery for 
the project, orders for which 
have been placed with indi¬ 
genous suppliers, are expected 
to start arriving at the site by 
the end of this month. The 
plant is based on the techno¬ 
logy suited to use agro-wastes. 
Commercial production is 
expected to commence by 
the end of this year. The 
capital outlay will be met by 
share capital of Rs 37.50 
hkhs, term loans of Rs 61.50 
lakhs and central government’s 
subsidy of Rs 12.25 lakhs. 

Capital and Bonus 
Issues 

Consent has been accorded 
to eight companies to raise 
capital of nearly Rs 67 mil¬ 
lion. The details are: 

The Gramophone Company of 
India Ltd, Calcutta, has been 
granted consent, valid for a 
period of 18 months, to issue 
607,100 equity shares of Rs 10 
each at a premium of Rs 8 per 
share. The proceeds of the 
issue are to be utilised for the 
manufacture of pre-recorded 
cascttes and cartridges. 

Hindustan Lever Ltd, Bonf- 
bay, having a paid up equity 
capital of Rs 168,529,550, has 
been granted consent for issue 
of 5,020,000 equity shares of 
Rs 10 each at a premium of 
Rs 6 per state. The proceeds 
of the issue are to be utilised 


to meet a part of the projects 
mentioned in the company’s 
application. 

Vnlcan-Laval Ltd, a public 
company having a paid-up 
capital Of Rs 14,430,080, has 
been accorded consent for 
issue of further share capital 
of Rs 423,080 in equity shares 
of Rs 10 each as right shares to 
its existing Indian shareholders 
at a premium of Rs 3 per 
share. The proceeds will be 
utilised for financing the 
manufacture of sophisticated 
plant, machinery and equip¬ 
ment for leather tanning and 
finishing. The consent order is 
valid for three months only. 

Acrow India Ltd, Bombay, 
having a paid-up equity capital 
of Rs 1,363,000 has been 
granted consent, valid for a 
period of three months, to 
issue 237 equity shares of 
Rs 1,000 each, for cash at a 
premium of Rs 400 per equity 
share, as rights to Indian resi¬ 
dent shareholders only* 

Precision Fasteners Ltd, 
Bombay, has been accorded 
consent, valid for six months, 
to capitalise Rs 3 million out 
of its general reserve and issue 


fullypu^ attd ^equity 
shares of Rs 100 bach as 
bonus shares in the ratio of 
one bonus share for each ‘A* 
and ‘B* equity share held. 

Madhya Pradesh Vidyot 
Yantra Ltd, Jabalpur, has 
communicated to the govern¬ 
ment of its proposal to issue 
capital of Rs 5 million, in 
equity shares of Rs 10 each, to 
meet a part of finance for 
setting up a plant at Jabalpur. 

McGaw - Ravindra Labora¬ 
tories, Ahmedabad, has been 
accorded consent, val d for 
six months, to capitalise 
Rs 1,920,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
one bonus share for each 
equity share held. 

Mehta Parikh & Company 
Private Ltd, Bombay, has been 
accorded consent, valid for 
six months, to capitalise 
Rs 125,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 1000 each 
as bonus share in the ratio of 
one bonus share for four 
equity shares held. 


Dividend 


(Per cent) 

Name of the 
company 

Year ended 

Equity dividend 
declared for ] 

Current Previous 
year year 

Higher Dividend 




Eddy Current Controls 

June 30, 1976 

10.0* 

Nil 

Investment Trust of India 

Sept. 30, 1976 

10.0 

7.5 

Rollatainers 

Sept. 30, 1976 

12.0f 

10.0** 

Seme Dividend 




Vazir Sultan 

Sept. 30,1976 

25.0 

25.0 

Khodiyar Pottery 

July 31, 1976 

10.0 

10.0 

Ogilvy Benson & Mather 

May 31. 1976 

22.0 

22.0 

Sree Valliappa Textiles 

June 30. 1976 

9.0 

9.0 

Parshuram Pottery 

July 31, 1976 

9.0 

9.0 

Suri and Nayar 

July 31,1976 

9.5 

9.5 , 

Reduced Dividend 



‘ 

KJrloskar Brothers 

July 31, 1976’ 

_Hlt 

10.0 


—- ..— —: . I T. .* I I 

•Maiden dividend. ffOn the enlarged capital. Jftor 15 month, 
ended September 30, 1970 ••Relates to 12 months. 
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COMPANY meeting 


CONSOLIDATED COFFEE LIMITED 


Speech of Mr M.A. Sreenivasan, Chairman, at the 33rd Annual 
General Meeting of the Company, held on Wednesday, 29th Decem¬ 
ber, 1976 at Pollibetta. 


aware that increased receipts, 
though considerably whittled 
down and of short duration, 
could induce a certain com- 


The progress of your Com- unrelenting. While, with cen- 
>any and the results of the turies of experience, and the 
ear have graphically been advance of technology people 
jresented in detail in the may claim a measure of success 
Annual Report. in foreseeing and coping with 

The income of over Rs 4.5 Nature’s climate, they have 
:rores is a record for the Com- felt helpless against the vaga- 
jany. Although some of it is ries and vicissitudes of the 
idvantitious, as 1 shall pre- man-made one. The effects of 
icntly explain, a record is a the man-made climate are 
•ecord; and L am sure you will limited to the boundaries of a 
oin me in thanking the State, or nation. But the sky- 
Managing Director Mr K. B. made climate scorns frontiers, 
fomana and his team of and is global, 

officers and staff and the It is true that even non¬ 
workers of the Company on agricultural industries, have 
this record. I feel sure you become vulnerable—increas- 
will also be as pleased as my jngly of late—to the skymade 
colleagues and l are that Mr climate as evidenced by Crip- 
K. B. Somana has been elected pling powercuts. But the in- 
President of the United jury caused to them is by no 
Planters’ Association of means so direct or so damag- 
Southern India for the year ing as the injury a plantation 
1976-77. industry has to suffer and 

When I spoke to you some endure, 
years ago X told you how the Little did 1 imagine, when 1 
plantation industry lives and $poke about this seven years 
moves and has its being ag o, that we in the world of 
under, not one, but two cli- coffee would witness so strik- 
mates—Nature’s climate, made j ng a demonstration of this as 
in the skies above and the happened in Brazil, the world’s 
man-made or rather ministry- biggest coffee producer, where 
made climate here below. a frost, ‘a killing frost’ did 

The sky-made climate is one such great damage to the 
under which we are bom and coffee crop as to cause a 
to which we have got acclima- world shortage and sent the 
tised over generations. If it is international market price 
inhospitable in one region, it soaring sky high, 
is propitious in another. If it While sympathizing with 
is unfavourable in one year, it their brothers in Brazil, coffee 
is bountiful in the next, or planters in our country, both 
the one thereafter. large and small, dreamt for 

Not so the man-made while that increased receipts 
climate. It knows no seasons, from their crop would 
It is continuous, unpredictable! only serve as a much-needed 


placency and tend to mask 
cushion and an insurance lower productivity; and h as 
against rainless days and taken steps to see that no 
vicissitudes of weather but room is allowed for such com- 
would also provide funds to placency, and that every 
improve and expand produc- effort is made to maintain and 
tion and give more employ- improve production from the 
ment and amenities to workers. Company’s estates. 

But their dreams were quickly May i now refcr t0 anot her 
dispelled. Climate makers in ac j V erse vicissitude of climate 
Delhi lost no time in raising made this time> in Bangalore? 
the export duty on cofree from Atat ime when the industry 
Rs 500/ to Rs 3000/- a tonne h ad been assured and reas- 
in the early part of this year; sure d and lived in hope of 
and within a matter of months rcIief from the burden of 

came another a bolt from the taxation at 60 per cent with no 
blue. The duty was steeply allowance for depreciation; at 
escalated to Rs 13,000/- a a time when all the signs and 
tonne, and with retro-active 0 mens j 00 ked propitious, down 
effect on the coffee awaiting camc an act 0 f inclemency 
shipment. that, far from giving relief, 

While we should appreciate stepped up the tax from 60 to 
our Government’s desire to 65 per cent, 
share the windfall here result- Taxation of plantation com¬ 
ing from the frost fall else- panies like yours, engaged in 
where, it is our earnest hope agriculture, labour intensive, 
that the representations made earning foreign exchange— 
to the Government by the taxing such an enterprise at 
planters* associations to allow 55 pe r cent is not only inordi- 
the industry to retain a larger nate and excessive. It may be 
ShAre of the benefit while it pointed out, with respect, that 
lasts, will 1 bear fruit. I say, in incidence, it also has 
. while it lasts, for this bonanza effects that are anomalous and 
cannot but be short-lived, inconsistent with declared 
When the Brazilian giant re- objectives, 
covers and rises, the old prices you would have read in the 
and receipts per point may be papers lately of the concern 
back again with margins dimi- and sympathy expressed by 
nishing and labour Costs in- the Government both Central 
creasing, meanwhile. We can and state to assist, encourage 
ill afford to forget that on the attd gr an t incentives to small 
rfecbfd crop of 6089 tonnes in growers. This is a most wel- 
1970-71 we received half a co me gesture for which the 
Crore of rupees less, for nearly industry should indeed be 

. mm 

Your management is fully Now, I doubt if it is realised 
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that over 75 percent of the 
2500 shareholders of your 
Company own leaa than 500 
shares each. A large propor¬ 
tion of them own- not more 
than 100 shares. Even 500 
shares represent ownership of 
nine-tenths of a hectare of 
coffee. Is that small enough? 

At current prices, 500 shares 
represent an investment of 
about Rs 12,000. 

A small grower having ten 
hectares of coffee holds today 
an investment of about three 
lakhs of rupees. 

The former, namely the 
shareholder, participating in 
one hectare contributes to the 
production of coflee through 
the agency of the Company 
and its workers. Assuming that 
the latter with ten hectares, 
lives on his land, he would 
still need to employ workers 
to assist him. 

Now comes the point to 
which 1 wish to draw atten¬ 
tion: 


On "the income from one 
hectare of coffee the former 
is subjected to a tax of 65 per 
cent—apart from liability to 
-Central taxation oflhe divi¬ 
dend: On his income from ten 
hectares the latter is taxed at 
below 8 per cent. In other 
words the owner of 500 shares 
—which to all intents and pur¬ 
poses amount to the owner¬ 
ship of less than one hectare 
is subjected to a rate of taxa¬ 
tion that is eight times the 
rate paid by the owner of ten 
hectares. 

Our leaders have often 
pointed out that it is the 
people behind a party, how¬ 
ever large, or a Government, 
however stable, who sustain it 
by their support and their 
contribution; and that one 
must look to the people and 
devote attention to their in¬ 
terests and prosperity. Like¬ 
wise one should view a Com¬ 
pany like yours—which is not 
a family concern, or owned by 
a small group,—in its true 


perspective and look at the 
hundreds and hundreds of 
people who have created it by 
contributions from their sav¬ 
ings and by giving it their 
confidence, helping it to im¬ 
prove and expand production 
and provide more and more 
remunerative employment. 

As I said earlier the indus¬ 
try should be grateful to the 
Hon’ble Chief Minister and 
other Hon’ble Minister of 
Karaatka and to the Chair¬ 
man of the Coffee Board for 
tiie decision to protect and 
assist and give small growers 
incentives to improve and ex¬ 
tend coffee production. 

My purpose in drawing at¬ 
tention to the case of the small 
shareholders is to plead for a 
substantial scaling down of the 
rate of taxation of plantation 
companies like yours, the 
shares of which as I have ex¬ 
plained are widely held. 

I am afraid what I have said 
is, in part, a repetition of 


what I have said in earlier 
years.. But prayers not glutted 
have, to be, repeated till the 
day Comes when they are. And 
I earnestly hope that day is 
not far off, 

Progress is being made wjth 
the planting Of cocoa in the 
areas being released to the 
Company. Tree lovers as we 
all are, we applaud and wel¬ 
come the new status and 
priority accorded to the pre¬ 
servation and planting of 
trees as a national policy. We 
may recall with pride that 
your Company has for over a 
decade followed the policy of 
planting two rosewood, teak- 
wood, and other valuable 
timber trees in place of one 
that grew before. 

I am grateful to my collea¬ 
gues on the Board for their 
continued co-operation and 
valued guidance. 

(This does not purport to be 
a record of the proceedings 
of the Annual General Meet¬ 
ing.) 
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Over 160 Companies and government 
agencies have effected new economist 
increased efficiency through fester 
handling of paperwork by using the 
Korestat Copier. 

The Korestat Copier 

• produces dry, permanent copies on papa* 
cloth* transparencies and plastic sheets 

• reproduces originals in contact 
enlarged or reduced size 

• copies books, files and other 
documents without tearing, cutting or \ 
removing sheets from files 

• makes metal/paper offset litho masters 

• reproduces halftones with special 
tone-tray 

e has various attachments to suit 
individual requirements 
The Koras team of tralnad sen/ice 
personnel is always on hand to give 
operational guidance end prompt 
after-sales service. 
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FAO assesses 1977 
farm prospects 


RECORDS 

AND 

STATISTICS 


The SHORT-terms outlook to 
1977 is for another increase in 
world agricultural production 
ind supplies. This should be 
iccompanied by a further re¬ 
covery in demand and with 
some exceptions, in prices, as 
well as by some rebuilding of 
locks. The volume of interna¬ 
tional trade in agricultural com¬ 
modities may therefore show 
little change despite the decline 
anticipated in world grain im¬ 
ports, and its value could rise 
to new records. 

Assuming normal weather 
conditions during the remain¬ 
der of the growing season, the 
FAO preliminary forecast for 
cereals at the end of June 1976 
put the increase in world crops 
of wheat and coarse grains at 
about eight per cent, which 
would bring output back into 
line with longer-term rates of 
growth and allow some further 
rebuilding of depleted stocks.* 

Reduced Imports 

The recovery anticipated in 
wheat and coarse grain pro¬ 
duction in western and eastern 
Europe and the USSR is, how¬ 
ever, expected to reduce im¬ 
port requirements. Rice pro¬ 
duction, on the other hand, 
may not exceed the record 
level achieved in 1975, since 
the probability of a repetition 
of the exceptionally favourable 


*At the opening of the 1976-77 sea¬ 
son, total grain stocks outside i the 
centrally planned countries may 
not exceed 117 million tonnes, or 
13 percent of consumption require¬ 
ments, This compares with the 
minimum level of 17-18 per cent of 
requirements considered necessary 
by the FAO Secretariat to maintain 
world to od security. 


growing conditions of 1975 is 
rather low. Forecasts for 1976 
indicate recovery in output of 
fats and oils and oilmeal pro¬ 
teins to record levels, so that 
supplies may exceed current 
consumption requirements. 
Further small increases in out¬ 
put of fats and oils are also in 
prospect for 1977, though pro¬ 
duction of oilmeal proteins 
could decline. 

Meat Production 

Although cattle slaughter¬ 
ings in western Europe and 
north America are expected to 
decline in 1976 and 1977, hea¬ 
vier carcasses may well miti¬ 
gate the falls in beef produc¬ 
tion in western Europe and 
slightly raise output in north 
America. In the exporting 
countries of the southern hemi¬ 
sphere, on the other hand, 
substantial increases in beef 
production are in prospect for 
1976, with some further growth 
in 1977. Tentative trade fore¬ 
casts for 1976 indicate sub¬ 
stantial increases in net im¬ 
ports into the developed coun¬ 
tries of the northern hemisphere 
but imports into the USSR 
would depend on the internat 
supply situation and prices in 
world markets. Pigment pro¬ 
duction in western Europe and 
north America is moving to¬ 
ward cyclical peaks in 1977, 
while output in the USSR and 
eastern Europe is falling. World 
supplies of mutton, lamb and 
poultry meat, however* are 
expected to increase substan¬ 
tially in both 1976 and 1977, 
leading to some expansion in 
world trade. Milk production 


is also likely to continue up¬ 
ward, but there are no indica¬ 
tions of recovery in imports of 
dairy products, due chiefly to 
continuing depressed demand. 

Potential output of sugar 
beet in 1976-77 is consider¬ 
ably larger than the crops har¬ 
vested in previous years, and 
favourable production pros¬ 
pects in major exporting coun¬ 
tries also point to significant 
increases in the world crop of 
sugarcane. Supplies of citrus 
fruit and bananas are likely to 
increase further, and supplies 
of fishery products may im¬ 
prove slightly with greather 


output in developing countries 
which control the major un¬ 
exploited fish stocks. 

As regards supplies of non¬ 
food commodities, production 
of coffee will be sharply reduc¬ 
ed in 1976-77 by the effects of 
the 1975 frost in Brazil, which 
will also depress output in the 
following two crop years, so 
that world stocks will have to 
be drawn down. Cocoa produc¬ 
tion will again depend on the 
Brazilian Temporao crop, since 
the main 1976 crops in wes¬ 
tern Africa proved disappoint¬ 
ing, as did the tea crops in Sri 
Lanka and south India, and 
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output of tobacco may be re¬ 
duced. Finally, production of 
agricultural raw materials, with 
the sole exception of hard fib¬ 
res, is likely to recover with 
rising demand, the greatest in¬ 
creases taking place in output 
of rubber and cotton. 

Increased Demand 

In the light of developments 
during the second half of 1975 
and the first half of 1976, it 
can be anticipated that re¬ 
covery in industrial activity 
consumer incomes, and de¬ 
mand for agricultural pro¬ 
ducts will continue through¬ 
out 1976 and into 1977, and 
that prices of many agricul¬ 
tural commodities may well 
rise further if the relatively 
high rates of economic growth 
forecast for OECD countries 
materialise. 

For the year 1976, re¬ 
cent indications point to in¬ 
creases of up to 10 per 
cent in industrial production, 
about five per cent in GDP, 
and some 3.5 to 4 per cent in 
consumer expenditure over 
the depressed levels of 1975, 
but to only slow reduction in 
unemployment, particularly 
in western Europe. Little or 
no acceleration is foreseen in 
rates of inflation, the average 
for the whole of 1976 being 
estimated at eight per cent, 
which compares with about 
seven per cent in the first quar¬ 
ter of the year, but with nearly 
12 per cent in 1975. 

The revival in demand for 
most agricultural commodities 
can be expected to gain 
momentum, utilization of agri¬ 
cultural raw materials such as 
rubber, cotton and hides and 
skins, and consumption of in¬ 
come-elastic foods such as 
meat, dairy products, bananas, 
and sugar* recovering more 
rapidly. Demand for food- 
grains, oilcakes and meats is 


also tilfeiy to improve with a 
return to more intensive live¬ 
stock feeding. 

Recovery in demand will 
probably bring about further 
increases in world prices of 
many agricultural commodities, 
especially non-food products 
and raw materials. If normal 
growing conditions continue, 
the upward movement in food 
prices could well be limited by 
a better supply situation of 
cereals, fats and oils, oilmeal 
proteins, dairy products, bana¬ 
nas and possibly sugar. Prices 
of beef are, however, likely to 
rise with the cyclical decline in 
northern hemisphere slaughter¬ 
ings, and prices of coffee and 
cocoa may strengthen further. 
Finally, increases are anticipat¬ 
ed in prices of agricultural 
raw materials in view of the 
expected recovery in industrial 
activity. Average export unit 
values of many agricultural 
commodities are thus likely to 
be higher in 1976 than they 
were in 1975, and the total 
value of world agricultural 
trade will probably recover 
from the previous year’s set¬ 
back, possibly reaching a new 
peak in 1976. 

Decline in Unemployment 

Looking further ahead to 
1977, economic activity in the 
industrialized countries is gene¬ 
rally expected to continue at 
high levels and unemployment 
may well decline. While some 
slowdown in growth is anti¬ 
cipated in north America, 
France and the Federal Repub¬ 
lic of Germany, acceleration 
is foreseen in other developed 
countries. Demand and mar¬ 
ket prospects for most agricul¬ 
tural commodities thereto*? 
seem favourable, although 
some commodities such ^s fats 
and oils may remain in excess 
supply until stocks are disposed 
of, and markets for some plan¬ 
tation crops such as coffee or 


cocoa may be affected by the 
expectation of larger supplies 
in the medium term. The 
outlook for world prices and 
international trade will thus 
depend not only on demand 
conditions, but also to a con¬ 


siderable extent on develop¬ 
ments in the supply situation 
for these commodities. 

Source: FAO Commodity 
Review and Outlook, 
J 975-1976. 


Department of Atomic Energy 

On behalf of the President of India, the Director, Directorate ofl 
Purchase and Stores, Department of Atomic Energy, Bombay, invitesf 
tenders as detailed below : 

1. DPS: PPED: FAB: 287 due on: 2.2.1977: Manufacture, fabrication 

stress relieving, machining, assembly, inspection, packing and supply ofl 
Fuelling Machine Maintenance Carts as per purchaser’s specification and| 
drawings.2 Nos. 

2. DPS/BRC/MTL'244 Due oil 10.2.77: Supply, sampling, loading irf 
transportation tanks, transportation by road and delivery at Purchase’s sitef 
of Commercial/technical Grade Sodium Metal as per specification of tender] 
document: Quantity 90 M.T. 

3. DPS: PPED: FAB: 286 due on: 31.1.1977: Manufacture, inspection. 

Supply, packaging, delivery and guarantee of Reactor Maintenance, roolingl 
as per Purchaser’s specification and drawings. Qty.: as per drgs. I 

4. DPS: BARC: R-5: FAB: 30 due on: 1.2.77 Manufacture, inspection, 
testing and supply of Pipe Header Assembly as per Purchaser’s tender] 
document and drawing. 

5. DPS: BARC: R-5: FAB: 31 due on: 2.2.1977: Design, manufacture, 

assembly, inspection, shop testing, delivery to R-5 Projects Site. Bhabha 
Atomic Research Centre, Trombay, installation, site testing and commis¬ 
sioning of Shell and Tube Type Heat Exchanger (Ion Exchange Cooler) as 
per Purchaser’s Tender Document.Qty.: 1 No. 

6. DPS/NAPP/(PPED)/EEQ/33 due on 10.2.77: Supply of 22 KV. 10000 
Amps isolated phase bus dust with S P. and V.T. cubicle. N.G. cubicle and 
tapoffs to unit transformer, S.P. and V.T. cubicle and excitation cubicle as 
per specification. 

7. DPS: BARC R-5 CAP: 51 due on 31-3-1977: Design, manufacture, 

assembly, inspection, shop testing, delivery to site, installation, site testing 
and commissioning of heaving water level control pump-motor units with 
spares, capacity 700/740 litres per minute, as per purchaser's tender docu¬ 
ment...3 Units. 

8. DPS: PPED: FAB: 285 due on: 31.1.1977. Preparation of fabrication 
drawings, supply, manufacture, inspection, testing, sand blasting, paintingl 
and delivery at Madras Atomic Power Project Site, Kalpakkam, Tamili 
Nadu of Sheet Metal insulation filled doors as per purchaser's tended 
document & drawings. Qty.. 50 Nos. 

9. DPS: NAPP (PPED): CAP: 23 due on 17.3.1977: Design, manu 
facture. assembly, inspection, testing and delivery at site, properly packed 
of 50% capacity main boiler feed pump, design capacity 675 tonnes/hr.l 
6 Nos. or 100% capacity main boiler feed pump, design capacity 13501 
tonnes/hr.-4 Nos. with all accessories and auxiliaries, as per purchaser's! 
tender document. 

Tender documents priced Rs. 50/- each for items at S.No. 1&2 Rs. 100/- 
each for items at S.No. 3 to 7, Rs. 200/- for items at S.No. 8 & Rs. 250/- 
for items at S.No. 9 and General conditions of contracts priced Rs. 0.50 
each except for items at S.No. 1,3,4,5 & 8 can be had from the Finance and 
Accounts Officer, Department of Atomic Energy, Directorate of Purchase 
and Stores, 3rd Floor, Mohatta Building, Patton Road, Bombay-400001 
between 10 a.m. to 1 p.m. on all working days except on Saturdays. Tendei 
documents & general conditions of contracts will however be issued upto 
25-3-77 and 11.3.77 for items at S.No. 7 & 9 respectively. Import licence 
will be provided except for items at S.No. 1,3,4,5,6 & 8 only if the items 
are not available indigenously. Tenders will be received upto 5 p.m. on the 
due date shown above and will be opened at 4 p.m. on the same day. The 
right is reserved to accept or ^reject lowest or any tenders in part or full 
without assigning any reasons, i 

davp 645 (347>/7o 
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Credit with care 

That them is s real threat to relative price stability in the economy cannot be 
denied. That this threat should be dealt with without farther delay is a matter which 
must interest us all deeply. In fact informed public opinion has for some time now 
been awaiting with impatience corrective action on the part of the government. The 
Reserve Bank's latest exercise in credit squeeze consequently deserves to be treated 
with respect and understanding. Over the calendar year 1976, the wholesale price 
index has gone up by 8.5 per cent. For the 10 months since the end of March last, 
the rate of increase has been sharper at 11.6 per cent. Inflation, in other words, has 
not been defeated. On the oontraiy, it is tending to return in its double digit version. 
The president of the Federation of Indian Chambers of Commerce and Industry, 
vigorously and adversely reacting to the Reserve Bank’s move, has argued that the 
increases in prices have been mainly sectoral. The implication, obviously, is that 
there is presently no general pressure on prices Here, he may not be on safe ground. 
Flood waters, to start with, elfect breaches where the banks are at their weakest. It 
is quite natural therefore that the prices of commodities which are in short supply 
should be reacting early. Mr Arunachalam is quite justified in recommending to the 
government that these particular price increases should be moderated by the stepping 
up of imports for satisfying essential consumption The government, in fact, has 
started taking action along these lines; imports of edible oils and oilseeds have 
been liberalised. But the FICCI president is not justified in his contention that more 
general demand management is not called for or that monetary measures maybe 
dispensed with for the further disciplining of the price level. 

It could of course be endlessly debated whether or to what extent an expansion 
of money supply or, more particularly, bank lending, has caused or contributed to 
the ferment on the price front. Mr Arunachalam has been rather casual in absolving 
money supply of all blame. The governor of the Reserve Bank, addressing commercial 
banks on the latest credit restriction measures, has been more circumspect in his 
assessment. He has acknowledged that the larger expansion in bank credit has been 
associated, among other things, with increased industrial output, higher accumulation 
of finished goods in key industries, a rise in receivables of the corporate sector, 
increases in the prices of some industrial raw materials, larger financing of exports 
and a greater flow of credit to the priority sectors such as agriculture, small industry 
and other small borrowers. Mr Puri’s list may not be exhaustive and there is certainly 
one major omission, viz., the absence of any specific reference to the growth of 
consumption expenditure at government and political levels. Nevertheless he has 
shown awareness of the fact that some part of the expansion in money supply has 
been not only necessary but also desirable. The question is whether given the disturbing 
inflation potential, bank credit ought not to be better regulated in the anxious months 
ahead so that the risks of the economy getting overheated may be reduced to that 
extent. Mr Puri has pointed out that, during the first nine months of the financial 
year 1976-77 (April-December), money supply with the public has expanded by 
Rs 1,764 crores (13.9 per cent) as compared with an increase of Rs 753 crores (6.5 per 
cent) in the corresponding period of 1975-76, the expansion in non-food credit being 
Rs 1,429 crores as compared to Rs 993 crores previously. The restrictions now 
announced are intended to slow down this rate of expansion of money supply first by 
restraining the growth in the lendable resources of the banking system and secondly 
by imposing farther restraints on advances. Details of the credit squeeze are published 
elsewhere in this issue and some of them such as, for instance, the impounding of 10 
per cent of the incremental bank deposits do sound frightening and they are no doubt 
intended to bite. All the lame, their bark may be worse than their bite. With bank 
deposits expected to go up by about Rs 600 crores between now and April, even the 
im pounding of a part of the incremental deposits may not be excessively restrictive 



of the capacity of the banking system to 
respond reasonably well to demands for 
credit for productive purposes within the 
limits set by the need for monetary 
discipline. 

Critics of the Reserve Bank’s action 
should also note that the central banking 
authority’s move is not merely negative 
in character. It has important positive 
features as well. The ensuing three or 
four months will witness demand for 
credit from several seasonal industries such 
as sugar, oil and oilseeds and tea. The 
Reserve Bank has made it clear that it 
expects the banking system to meet such 
additional demands adequately and in an 
orderly manner., This could be done best 
by banks replenishing their resources 
through a return flow of credit already 
extended in certain directions. One of 
the positive purposes of the present credit 
squeeze is to encourage banks to adopt 
precisely this kind of resources manage¬ 
ment strategy. Quite possibly, it is because 
banks generally have failed to build up an 
efficient system of credit planning and 
monitoring of credit deployment that the 
Reserve Bank is forced to act from time to 
time in a more draconian manner in initiat¬ 
ing credit squeezes than might otherwise be 
necessary. There is not much sense in the 
country having to bear with (or without) 
a grin habitual failure of central banking 
policies at the level of implementation by 
the banking system. 

Pavlovian reaction 

At this point, a word must be said 
about the almost Pavlovian reaction of 
business interests to measures of mone¬ 
tary discipline. Protesting noises are 
raised almost automatically. This practice 
must cease. None of us can pretend that 
dear money or scarce bank credit could 
make for optimum economic growth and 
most of us would grant that there is a real 
danger of credit restrictions, in their 
actual application, imposing unacceptable 
burdens on productive economic activity. 
At the same time,, there is no way of the 
government managing inflation without 
vigilant monitoring of the growth of 
money supply or the uses to which bank 
<?redit is being put. It follows that things 
will become easier all round if the business 
community would give up waging a 
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guerrilla war against the Reserve Bank’s 
measures of monetary regulation. As it 
is, there is too much collaboration and 
collusion between business borrowers and 
the lending banks in the game of getting 
round the directives of the central banking 
authority. This activity is necessarily 
counterproductive. Quite clearly cons¬ 
tructive cooperation between the business 
community and those who are responsible 
for monetary management would make it 
less difficult for the latter to avoid turning 
the credit screw too frequently or too 
tightly. With finance for industry or trade 
having become precious in terms of 
availability as well as cost, it is in the 
enlightened interest of the business com¬ 
munity to associate itself with necessary 
and reasonable measures for making the 
most of this resource. There could 
certainly be a dialogue on this subject, 
but there is no room at all for debate. 

Finally, with only weeks to go for the 
central budget, it should not be too 


difficult for the business community to 
appreciate the feet that its present and 
greater concern must be with the 
fiscal policies dr proposals, both micro¬ 
economic and macro-economic, which the 
government ought to take for promoting 
production, investment, employment and 
growth. These policies or proposals must 
by definition be expansive. There has to 
be, for instance, wide-ranging reductions 
in central excise duties to stimulate pro¬ 
duction or sales in particular sectors of 
industry. At the same time, investment 
outlays will have to be pushed up for 
generating employment and raising the 
rate of growth of the economy. The 
government’s ability or readiness to act 
along these lines will be all the greater 
if, simultaneously, sufficiently strict control 
could be exercised on as many of those 
forces or elements in the economy which 
have an inflationary potential as could 
possibly be dealt with reasonably effec¬ 
tively. 


Textiles : some patching up 


A number of measures aimed at assisting 
the cotton textile industry, was announc¬ 
ed last week by the ministry of Com¬ 
merce. The most important element in 
this package is the raising of the prices 
of controlled varieties of mill cloth by 
35 per cent with effect from January 1. 
This is the second time that an upward 
revision in these prices has been effected 
since 1968 when the scheme of controlling 
the prices of a part of output of the mill 
sector, which meets the requirements of 
the vulnerable sections of society, was 
introduced. The first such increase to the 
extent of 30 per cent was allowed in April, 
1974, on an ad hoc basis. This time, how¬ 
ever, the increase has. been allowed after 
taking into consideration the average cost 
of production during the four quarters 
ending September 1976, but without any 
provision for depreciation or return on 
investment. This approach has caused 
some disappointment to the industry 
which considers the relief given to it 
inadequate in the light of its claim that at 
the present level of raw material costs, 
it is . incurring a loss of at ^ca$t one 
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rupee per sq. metre in the production of 
controlled cloth. The price increase 
allowed comes to no more than 60 to 70 
paise per sq. metre. 

Admittedly, the sharp rise in the cost 
of production, following a spurt in the 
prices of raw cotton in recent months, 
would not have been a proper base for 
compensating the industry for the increas¬ 
ed costs. But, equally emphatically, 
extending the base to cover the four 
quarters to September 30, 1976, was not 
justified either for the simple reason that 
raw cotton prices after the 1975 erop had 
fallen to unremunerative levels not only 
owing to the crop being larger than 
normal but also due to the other steps 
taken by the government to bring down 
prices in general. They continued to be 
depressed for the first half of 1976. The 
average cost relating to the base period 
has therefore worked to rite disadvantage 
of the industry. 

Presumably, thte has been dene to 
contain the subsidy wWchthe ministry of 
finance has agreed to provide formate. 
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tabling the prices of controlled cloth for 
the consumer. This subsidy is currently 
estimated to cost the central exchequer 
Rs 24 crores per annum. Ultimately, in 
terms of another decision of the govern¬ 
ment which seeks to transfer the produc¬ 
tion of about 100 million sq. metres of 
dhotis and sarees from the mill sector to 
the handloom sector and reduce the 
obligation of the mill sector to produce 
about 300 million sq- metres of controlled 
doth, the subsidy to the mill as well as 
the handloom sectors is estimated to go 
up to Rs 31 crores per annum. In addi¬ 
tion, subsidy to the tune of about Rs 26 
crores is to be provided on the sale of 
imported raw cotton to the mill sector by 
the Cotton Corporation of India owing 
to the decision to provide this cotton at 
prices currently prevailing for the corres¬ 
ponding varieties of domestic cotton. 

In all, therefore, the burden of 
subsidies will come to Rs 50 crores 
this year and Rs 57 crores eventually 
md that too when the overall output 
}f controlled cloth has been pro- 
jressively brought down, especially 
ifter the decision taken last year 
o exempt wholly or partly the National 
Textile Corporation and other financially 
weak units from the obligation of produc- 
ng this cloth. 

short-term measure 

The subsidy prop provided to the 
extile industry may be warranted tn the 
nesent context as a short term measure. 
Jut the health of the industry in the 
iltimate analysis can be restored only if 
t is allowed to generate sufficient 
unds for ploughing back into rehabilita- 
ion and modernisation programmes. Not 
hat a specific scheme has not been drawn 
ip for this purpose. Soft loans are being 
>rovided by the Industrial Development 
lank of India (IDBI) for modernisation, 
fet what is not fully appreciated is that 
nodornisation has to be a continuing and 
elf-financing process. The travails of not 
inly the textile industry but ajlso of 
everal .others, including cement and 
ugar, have largely been the outcome of 
he attempts at controlling the prices of 
heir products and fixing the controlled 
•rices fop lung spells , without adequately 
fowling for the generation of internal 


resources for rehabilitation and moder¬ 
nisation. 

The progressive reduction in die output 
of controlled cloth by the mill sector in 
the recent past, it needs to be appreciated, 
has not resulted only from the full or 
partial exemption granted to the National 
Textile Corporation mills and the other 
financially weak units. The changing pre¬ 
ferences of consumers, not excluding 
those belonging to the lower stratas of 
society, have also been responsible. Clear 
evidence of this was available in the 
accumulation of stocks of controlled cloth 
not long ago. Being easier to care and 
more durable, blended fabrics as well as 
those made wholly of man-made fibres 
are increasingly in demand even though 
their prices are much higher than those 
of cotton cloth. In the circumstances, 
persistence with the controlled cloth 
scheme, which in terms of the last week’s 
package of measures will entail sizeable 
subsidy from the central exchequer, does 
not make much sense. The subsidy ultima¬ 
tely has to be borne by the general 
consumer in some form or the other. 
Another fact which needs to be stressed is 
that the handloora'sector is being provi¬ 
ded subsidy in the interest of its large 
employment potential and the disadvan¬ 


tages it suffers in competition with the 
mill sector. If the mill sector too is to be 
subsidised to contain the prices of con¬ 
trolled cloth, this will go at least some 
way in negating the subsidy being provi¬ 
ded to the handloom sector. 

It is time that we should progressively 
reduce the dependence of the textile 
industry on raw cotton if the clothing 
requirements of the growing population 
have to be met adequately. There are 
limitations on the increase in the acreage 
under cotton. The unit-area yields too 
cannot be expected to go on increasing 
substantially. The raw materials for the 
industry will therefore have to be diversi¬ 
fied in a concerted manner in the interest 
of its future growth. A start has indeed 
been made in this direction. The industry 
has been asked to use at least 10 per cent 
non-cotton fibres this year. It is hoped 
that, as the modernisation of the indus¬ 
try progresses with the assistance being 
provided by the IDBI on soft terms, this 
percentage will be increased steadily. 

The taxation policy of the government 
in regard to the textile industry too will 
have to undergo a material change if the 
raw material diversification programme 
has to be fostered. Currently, blended and 
most non-cotton fabrics are subjected to 
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A series of conferences dealing with food 
production and agricultural prioes have been in 
session in New Delhi since January 15, and 
while this is being written, the current wheat 
situation and the long-term plan are still 
under discussion. Obviously the most import¬ 
ant outcome of these Conferences is the 
announcement by the Food Member of a 
short-term (five-year) plan to increase food pro¬ 
duction by lift P.c. We have called it the new 
food plan. It if new in the sense that it is the 
latest; otherwise it is just the war-time Grow- 
More-Food campaign to be revived and re-inyi- 
gorated under the auspices of the Interim 
Government. The methods by which production 
is to be increased fire just the same—increased 
facilities <tf irrigation, better seeds, more manures 
and improved methods df cultivation. The 
agency for eaocutkm is atsp % fW-tte Pro¬ 
vincial Dewtrtmeijds bf atop* 
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tion to be helped and advised as far as possible 
by the Central Government in all its Depart¬ 
ments—Food, Agriculture. Finance, Industries 
and Supplies, Commerce, etc. The latest food plan 
is, however, characterized by two new features: 
its moderation and precision in* contrast with 
the previous plans; and what is more important, 
the top executive, the Food Member, is by his 
personal integrity and ability, a sufficient 
guarantee of its achievement. We have had x 
food plans galore—both short-term and long¬ 
term—since the terrible Bengal Famine of 1943. 
The Foodgrains Policy Committee thought that 
with the stoppage of exports and the building up 
of a small central reserve from imports, the 
country could tide over the short term crisis. 
The Bengal Famine Commission, too, was of the 
opinion that the short-term problem could 
easily be met by the intensification of the Grow- 
Mote-Food campaign. 
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high taxation in the belief that they ail effect of making the prices of these fabric 
consumed only by the more affluent attractive enough for the common man 
sections of society. This restricts the which will help in.the expansion of pro* 
scale of production. Lowering the inci- duction and the realisation of economies 
donee of taxes can have a very salutary of scale. 


Sugar could go places 


A ticklish situation is likely to develop 
in the sugar industry in a season when it 
will be establishing an all-time record in 
respect of production. An output of 
even five million tonnes will be only 
slightly in excess of the previous record of 
4.79 million tonnes in 1974-75. But this 
level will be achieved in spite of the 
contribution of the southern region being 
less than in 1974-75 on account of a lower 
output of cane with a shrinkage in acreage 
following drought conditions and other 
factors. There will no doubt be a recovery 
in production in Tamil Nadu but the anti¬ 
cipated share of 330,000 tonnes of sugar 
will still be more than one lakh tonnes 
short of the performance of 1973-74 and 
more than 150,000 tonnes short of the 
potential of 500,000 tonnes. Even though 
there has been an increase in acreage 
under cane with better rainfall and a drop 
in open market prices for rice, the yield 
has not improved and the earlier area also 
has not been completely regained. 

adequate supplies 

It will be possible to ensure adequate 
supplies of cane for feeding the expanded 
capacity of the existing sugar mills and 
new units coming on the scene only if 
sugarcane cultivation is made more 
attractive. Sugar mills in Tamil Nadu 
can actually handle 6.5 million tonnes of 
cane and produce up to 600,000 tonnes of 
sugar under optimum conditions. There 
may be a further improvement in produc¬ 
tion in 1977-78 season to around 450,000 
tonnes, but the capacity will remain unuti¬ 
lised in the absence of positive policy of 
encouraging sugar producers with a 
fixation of higher prices for levy sugar and 
rebates in sales and purchase tax collected 
by the state government, when the sugar 
industry in the region is passing through 
a difficult period. 

These problems may not appear relevant 
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to the present context when other regions 
will be producing larger quantities of 
sugar in spite of drought affecting also the 
operation of sugar mills in Karnataka. 
However, there is a danger of history 
repeating itself. In 1969-70 a record of 
4.26 million tonnes, in the then prevailing 
conditions, was achieved. But, with no 
large off-take in the domestic market, and 
no scope for increasing exports in a big 
way, the government hurriedly decontrol¬ 
led sugar and heavy stocks had to be 
carried over to the next season. 

set-back to production 

The failure to pay reasonable prices to 
cane growers and the losses suffered by the 
industry resulted in a'sharp set-back to 
production in the next two seasons and it 
took the industry five years to surpass the 
previous record. In the season 1975-76, 
there was again a decline in production 
due to a drop in the output of Tamil Nadu 
and unhelpful policy in respect of levy 
sugar prices which had adversely affected 
the operations of the units in Karnataka, 
Andhra Pradesh and Tamil Nadu. 

The refixation of levy sugar prices on a 
more realistic basis and an increase in cane 
cultivation in Maharashtra, Uttar Pradesh 
and Andhra Pradesh will be helpful in 
recovering the ground lost in 1975-76. 
But a continuing rise in production can be 
ensured only if there are no uncertainties 
about levy sugar prices and established 
and new units can be helped to function 
on a reasonably profitable basis. It must 
of course be admitted that the new units 
have (been offered special concessions 
which can enable them to overcome the 
adverse effects of higher capital costs. 
The advantage out of these concessions 
will be tangible only when the basic poli¬ 
cies are designed to permit the industry 
to earn reasonable profits alter paying 

\ 

84 


attractive prices to cAne growers and char¬ 
ging reasonable prices to the consumers. 

The Marathe committee is reported to 
be seized of the realities of the situation 
and efforts are being made to remove 
the anomalies in the existing price 
structure. But what really stands in the 
way of the assured growth of sugar pro¬ 
duction is the anxiety of the gavernment 
to peg levy prices at levels fixed several 
years ago when inflation has resulted in 
sharp rise in prices in other directions and 
the eagerness to collect large revenues 
through excise duties from free sale sugar. 

The duties on the latter quota of sugar 
have not only resulted in higher prices for 
consumers but also encouraged diversion 
of cane for being converted into khand- 
sari and gur, thus jeopardising the interest 
of the government over a period and also 
causing the nation a grievous loss in res¬ 
pect of production due to inefficient use 
of cane by units in unorganised sector. 
These problems are not unfamiliar to 
the government and an attempt may be 
made in the coming months to remove 
anomalies in the existing price structure 
and evolve also a new formula for bring¬ 
ing about automatic adjustments in prices 
at the beginning of seasons on a defined 
basis. These arrangements are very im¬ 
portant in a changing situation to which 
a reference has been made in the begin¬ 
ning. 

no serious problem 

As stated already, the disposal of an 
output of five million tonnes should not 
cause any serious problems. However, the 
marketing of 4.79 million tonnes in 
1974-75 was rendered easy as there was 
an export of 941,000 tonnes though inter¬ 
nal offtake amounted to only 3.47 million 
tonnes. Even with unprecedented sugar 
shipments, the carry over at the end of 
1974-75 was higher at 1.21 million tonnes 
against 837,000 tonnes brought in 
from 1974-75. The larger carry over was 
helpful in maintaining exports at fairly 
high levels in 1975-76 with shipments of 
. 967,000 tonnes even with a staggering of 
despatches towards the closing months. 
As internal offtake too increased to 3.66 
million tonnes, stocks at the end of Sept¬ 
ember 1976 declined to 837,000 tonnes. 

In the light of the experience of 
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1975*74 it can be easily presumed Oat 
despatches for internal consumption can 
be much Higher at 3.8 million tonnes or 
even mote in 1976*77. But an accumu¬ 
lation of stocks can be avoided only if 
sugar exports can again be of the order 
of one million tonnes. Can this target 
be achieved in the light of conditions 
prevailing now in world markets and if it 
cannot be reached what should be the 
policy adopted by the government? It has 
become necessary for the State Trading 
Corporation and the central government 
to evolve a strategy for meeting any 
contingency. 

There can be no doubt that 
internal consumption will go up to 
3.9 million tonnes with regular releases 
and easier availability, particularly in the 
rural areas. But the task of the STC in 
maintaining exports at the rate of 75,000 
tonnes every month will be difficult as the 
main consumers are trying to beat down 
prices and strike a hard bargain. With 
Cuba eager to maximise its exports and 
the restrictions imposed by the USA on 
imports, world prices have come down to 
£140 per tonne. Raw sugar is quoting 
much lower at £115 per tonne due to the 
difficulties of the refineries in western 
Europe to handle in large quantities. 

•nsuring better prices 

While it is recognised that the cost of 
beet sugar has gone up and cane sugar too 
cannot be expected to be available on the 
same basis as in the mid sixties, some 
arrangement will have to be evolved for 
securing better prices for producers as is 
being done in respect of iron ore, tea or 
other exports from developing countries. 
If only Cuba, India, Brazil and the 
Philippines can get together it will not be 
difficult to secure a minimum price of 
£150/160 per tonne of sugar and eventually 
£200 per tonne. Pending the conclusion 
of an arrangement on these lines the STC 
should effect immediate exports in the 
next four difficult months out of levy 
sugar though every effort should be made 
to avoid sales at heavy discounts deman¬ 
ded for March/May delivery. A satisfac¬ 
tory feature is the emergence of a pre¬ 
mium for subsequent deliveries up to 
March 1978 With the quotation at £147 
per tonne. Even around £135 per tonne 
tbe price realised will not be nnsaHsfhc- 


tory from the point of view of levy sugar 
exports though it has to be decided what 
proportion of total exports Should be the 
share of free sale sugar. On the basis 
of total production of five million tonnes, 
the quota of levy sugar will be 3.25 
million tonnes. Even for sustaining a 
consumption of four million tonnes, levy 
sugar requirements will be only 2.6 million 
tonnes. 

It will, therefore, be seen that over 
600,000 tonnes of levy sugar can be 
easily exported and the balance of 
400,000 tonnes to achieve a target of one 
million tonnes for exports can be effected 
out of free sale sugar. Even if an average 
price of £135 can be realised, which is not 
difficult, the government will not be 
losing on exports while the industry will 
be relieved of the burden of 


Thb recent cabinet changes in West 
Bengal will help to ensure political stability 
in this strategic state for the time being 
but it remains to be seep to what extent 
it will contribute to the rapid revival of 
the economy. Though the Ray ministry 
has achieved much success in restoring law 
and order, but, because of circumstances 
not always being within its control, it has 
not been able to impart vigour and speed to 
the state’s industrial growth. The govern¬ 
ment has taken some commendable initia¬ 
tive in introducing a scheme of incentives 
for starting new industries and for expan¬ 
ding the existing ones. It has also identi¬ 
fied a few growth centres and is trying 
to provide them with infrastructure faci¬ 
lities. However, in view of the prolonged 
and persistent stagnation in the state’s 
economy Which had prevailed for several 
years until the present ministry came into 
power, the government might have 
shown far greater seriousness and urgency 
in accelerating tha growth of industry. 
Mr Ray has now taken over the portfolios 
of Commerce, Industry and Tourism. But 
will he be able to detain adequate atten¬ 
tion to these subjects? Will he get the 


carrying large stocks. Even if at parti¬ 
cular stages unremunerative prices are 
realised there should not be any undue 
worry as the long term outlook is satis¬ 
factory. The failure to ship large quanti¬ 
ties of sugar may result in a setback in 
production in 1977-78 when world prices 
will get stabilised and internal offtake 
also is likely to improve. If need be, the 
STC should consult the organisations 
representing the industry whenever diffi¬ 
cult decisions have to be taken apart 
from making arrangements for maintain¬ 
ing a buffer stock of 500,000 tonnes for 
export purposes. The new situation has 
to be carefully watched for taking quick 
decision and it should not happen that 
new problems are allowed to arise on 
account of our inability to anticipate 
them. 


whole-hearted cooperation of his cabinet 
colleagues some of whom had publicly 
expressed their lack of confidence in his 
leadership? Moreover, will he secure 
prompt and effective cooperation from 
New Delhi in his efforts to promote the 
state’s commerce and industry? 

West Bengal's industrial potential is 
indeed substantial but no systematic efforts 
have been made to find out the type of 
new industries that can be set up, the 
areas which are ideally suitable for them, 
the facilities that will be required for 
this purpose, and the amount of invest¬ 
ment that is needed. The West Bengal 
Industrial Development Corporation 
(WBIDC) has recently commissioned a 
well-known firm of consultants from 
Bombay to undertake a comprehensive 
survey of the state’s industrial potential 
and prospects. Cannot this task be per¬ 
formed by the state government itself in 
cooperation with the chambers of com¬ 
merce, industrial associations, banks and 
other financial institutions? Even if the 
Bombay consultants expedite their report, 
its implementation may bo delayed unless 
Mr Ray sees to it that the infrastructure 


West Bengal : outlook 
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facilities are vigorously developed especi¬ 
ally the availability of power, the shortage 
of which continues to be a serious cons¬ 
traint on industrial expansion. 

The WBlDCbas taken up several indus¬ 
trial projects involving large investment. 
These are for the manufacture of cement, 
automobile tyres and tubes, alloy steels, 
scooters, watches, newsprint, filaments 
and lamps, television sets and several 
electronic goods. While a few of these 
schemes have been progressing smoothly 
some of them have been abandoned due 
to faulty planning. Other schemes are 
being delayed due to financial and techni¬ 
cal difficulties. The WBIDCs latest 
annual report says that the newsprint 
project, estimated to cost Rs 70 crores, is 
under examination by the state govern¬ 
ment and the contral government. 
For the alloy steel project which 
costs Rs 45 crores in its first phase, 
technical collaboration with a German 
firm is yet to be finalised. The final shape 
of the cement project, estimated to cost 
Rs 20 crores, is to be decided on the 
basis of the prospective work for lime¬ 
stone that is now being carried out. Mr 
Ray should look into the progress of all 
these projects and ensure their speedy 
implementation. He should also ascertain 
why a large number of industrial licen¬ 
ces issued to West Bengal has lapsed and 
what are the difficulties faced by entre¬ 
preneurs in utilising them. 

contro’s rols 

New Delhi should also play a more 
positive role in helping West Bengal’s 
economy to revive rapidly. The establish¬ 
ment of a shipyard in Haldia will greatly 
contribute to strengthen the engineering 
industries which are of crucial importance 
to the state’s economy. The setting up 
of a petro-chcmical complex will stimulate 
the development of a large number of 
industries with growth potential. Even 
if these projects are delayed because of 
financial or other difficulties there is no 
reason why the government of India 
cannot at least sanction the free trade 
zone at Salt Lake for which the state 
government had already spent nearly 
Rs 2 crores. Prof Chattopadhyaya, the 
union Commerce minister, said some 
time ago that the government of India 


bad given' »p the idea of setting up free 
trade zones not only in West Bengal but 
in the whole country. Subsequently, 
Mr Boae-Multick, the Commerce secre¬ 
tary, disclosed that the government had 
not abandoned but only postponed this 
proposal. Now that Prof Chattopadhyaya 
has been promoted as cabinet minister at 
the oentre, it may be easier for him to 
persuade his colleagues to reconsider the 
free trade zone scheme which will consi¬ 
derably help West Bengal to increase its 
exports and create more employment. 

Meanwhile, Mr Ray should give atten¬ 
tion to the problems of the existing 
industries and help them to operate 
profitably. At the conference of busi¬ 
nessmen of eastern region held recently in 
Calcutta in connection with the golden 
jubilee of the Federation of Indian Cham¬ 
bers of Commerce and Industry, several 
suggestions were made for the rapid 
development of the economy of West 
Bengal and other states. Mr B.M. Birla 


who inaugurated the conference high¬ 
lighted the scope in these words: "The 
eastern region of India has remained 
poor despite its tremendously rich resour¬ 
ces. We have to think in a big way for 
investment in this region, not only in 
terms of a few hundred crores but several 
thousand crores per year to process its 
rich minerals and set up now sophisticated 
industries such as steel, shipbuilding, 
aircraft, coal, petrochemicals, engineering 
and non-ferrous metals, for which the 
region is ideally suitable. Unless massive 
investment is made in the next ten years 
to develop the stccl-based and chemical 
industries in the region, there will hardly 
be any impact on the life of the people. 
Once the process of development starts, 
it will be carried forward by its own 
momentum.” Both the government of 
India and the state governments of the 
eastern region have to work together in 
close cooperation in order to accelerate 
the industrial development of this part of 
the country. 


Relief for the rural poor 


Marginal farmers' and Agricultural 
Labourers’ Development Agencies 
(MFALDA) were established during the 
fourth Plan period as a strategy for the 
economic betterment of the weaker sec¬ 
tions of rural society. The programme 
held out promise of making a favourable 
impact on the economy of the rural poor 
in the selected 41 districts of the country 
by providing them with minor irrigation, 
inputs for intensive cultivation, credit 
support and subsidiary occupations. The 
record of this programme has been asses¬ 
sed by the Reserve Bank of India’s study 
team which surveyed 140 villages in 13 
districts selected from 13 states. Ibis 
study was conducted in 1973, when the 
programme had worked only for two 
years. * 

One of the most significant conclusions 
that can be drawn from this study is that 
for any effective implementation of a de¬ 
velopment programme for the rural poor, 
infrastructural facilities audh as transport 
and communication facilities to |be sear- 
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est urban centre, rural electrification, 
scope for processsing of primary products 
and availability of institutional credit are 
ofthe utmost relevance. A network of rural 
roads connecting villages with the markets 
and neighbouring town integrate rural area 
with urban centres and provide outlets for 
the villages’ produce. Most of the villages In 
the districts of Cannnnore (Kerala), Purulia 
(West Bengal), Bijapur (Karnataka) and 
North Arcot (Tamil Nadu) were served 
by roads and therefore responded acti¬ 
vely to the programme, while other dis¬ 
tricts in the survey suffered because of a 
comparative lack of transport facilities. 

The marginal farmers initiated by the 
Agencies were provided a subsidy at the 
rate of 33i per cent of the cost of chemi¬ 
cal fertilizers, high-yielding seeds and 
pesticides as an incentive to take to 
modem cultivation. This subsidy Was 
intended to Covrr the risks associated 
With the introduction of new technology 
and was limited to Rs 100 pet year per 
individual for two consecutive crop sea. 
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•Mik The Identified Airmen who adopted 
modern technology were issued authorisa¬ 
tions to purchase these inputs from the 
co-operatives and the local dealers at 
subsidised rates. The study reveals that 
while most of the farmers utilised the 
subsidised inputs, there was an inherent 
risk of resale for profit by those farmers 
who purchased fertilizers but had do 
irrigation facilities, as was observed in 
some cases. 

It emerged from the study that the 
amount of expenditure on improved inputs 
incurred by the farmers motivated by the 
Agencies was higher than that of other 
fanners in most of the surveyed 
villages. Expenditu e on improved inputs 
as a proportion of total variable costs 
was significant in five districts—Bhilwara 
(Rajasthan), Cannanorc, Hoshiarpur 
(Punjab), Parbhani (Maharashtra) and 
Ranchi (Bihar). In absolute terms, how¬ 
ever, the expenditure incurred was low. In 
seven districts—Bhilwara, Durg (Madhya 
Pradesh), Parbhani, Keonjhar (Orissa), 
Ranchi, Nalgonda (Andhra Pradesh) and 
Purulia—it was less than Rs 100 and in 
the remaining six districts—Baroda 
(Gujarat), Hoshiarpur, Bijapur, Mathura 
(Uttar Pradesh), North Arcot and Canna- 
nore—it ranged from Rs 117 in Mathura 
to Rs 402 in Hoshiarpur. 

Inter-district variations 

There were sharp inter-district varia¬ 
tions in the outlay on modern inputs. 
The response of marginal farmers to 
technological opportunities was encourag¬ 
ing in certain districts such as Hoshiar¬ 
pur and Cannanorc where high-priced 
crops and garden crops were cultivated. 
Farmers, however, were generally reluct¬ 
ant to add to their occupational risks 
when seasonal conditions were un¬ 
favourable. 

The lack of extension support in some 
places was also the reason for low expen¬ 
diture on inputs. For instance in Keon¬ 
jhar, the poor quality of the seeds 
supplied and the low membership of 
marginal fanners in co-operative societies 
impeded progress. The quality of the 
response also depended on the extent to 



which Hunters were exposed to modern 
methods of increasing yields. 

In the context of credit obtained by the 
persons initiated by the Agencies, it was 
obvious that the institutionalisation of 
such operations led to production-orient¬ 
ed credit. On the other hand, those who 
were not initiated by the Agencies tended 
to rely on private sources of credit and 
often it was fpr consumption purposes. 
Dairying accounted for borrowings of a 
large number of credit seekers among the 
initiated persons, followed by poultry 
farming and sheep breeding. Borrowings 
purely for consumption purposes were 
reported in some places. One of the 
visible failings of the programme was that 
agricultural labour even when initiated by 
the Agencies tried to secure consumption 
credit from institutions, mostly commer¬ 
cial banks. Nevertheless, it saved them 
from the village money lenders who us¬ 
ually charged high rate of interest. 

subsidiary occupations 

Ma ginal farmers pursued more than one 
subsidiary occupation simultaneously, 
although their primary occupation was 
crop cultivation. The study reveals that 
the usual subsidiary occupations were 
dairying, poultry farming, bee-keeping, 
collection and sale of firewood and form- 
yard manure, cottage industries and shop¬ 
keeping. Dairying was an important sub¬ 
sidiary occupation in most of the districts: 
98 per cent of selected identified formers 
In Hoshiarpur, 65 per cent in Baroda, 
63 per cent in Mathura, 59 per cent 
in Bhilwara and 55 per cent in 
Durg. 

About one-fourth of the marginal farmers 
were maintaining poultry in Cannanorc and 
Purulia. Next in importance was collec¬ 
tion and sale of fodder and firewood. 
Agricultural labour on other farms was 
pursued by as many ae 86 per cent of the 
marginal farmers in Bijapur, 84 per cent 
in Parbhani, 79 per coat in Nalgonda and 
75 per cent kt CaURanore. • 

The agricultural labourers also pursued 
diverse occupations, each working member 
of a household following * different 
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occ up a ti on. However, all of them shared 
certain common occupations such as wage 
labour on nearby forms during peak 
periods of agricultural operations, which 
was a predominant occupation in all the 
selected districts. 

non-agrfcultural work 

Next in importance was collection 
and sate of firewood followed by 
non-agricultural work such as arti- 
sanship, petty shop-keeping and 
cottage industries. Dairying was im¬ 
portant in Baroda (75 per cent), 
Hoshiarpur (88 per cent), Mathura (71 
per cent) and poultry farming in Par¬ 
bhani (56 per cent). The agricultural 
labourers, however, did not derive suffi¬ 
cient benefit from the programme because 
the lag in the adoption of subsidiary 
occupations was longer in their case than 
in that of other sections of the rural 
population. 

The problems faced by the Agencies 
in initiating subsidiary occupations are 
bound to be an important framework of 
reference for all future programmes for 
the betterment of the rural poor. Dairy 
farming made good progress in some 
districts, but in other places it was ham¬ 
pered by organisational hurdles and lack 
of infrastructural facilities. 

Moreover, no effort was made to 
integrate dairying and cattle deve¬ 
lopment programmes. The poor res¬ 
ponse in the field of poultry forming 
was largely due to inadequate veterinary 
conditions and lack of transportation 
facilities, potential for the development 
of piggery and sheep breeding were not 
explored even in places where conditions 
were favourable. 

It may, 'however, be concluded that the 
programme did have many positive points. 
The survey revealed that nine out of the 
13 districts improved their average annual 
income per household. Net farm income 
increased in the case of twelve districts 
out of thirteen. This improvement, how¬ 
ever, was not reflected in the case of agri¬ 
cultural labour, which made comparati¬ 
vely modest progress. 
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Financial assistance to industries • HEC's export 
effort * New wholesale prices index 


iie union ministry of Industry has 
ecided to undertake immediately a review 
|f all the industrial licences in general and 
hose relating to important industries in 
isrticular which have been issued so far 
d that the unimplemented licences can be 
reeded out. The step is understood to 
e being taken with a view not only to 
pscssing the likely gap which may be 
here between the existing capacities and 
hose required to be set up in anticipation 
if the likely growth in demand but also to 
ee that the licences are quickly imple* 
tented and arrangements can be made for 
xtending financial support for this 
urpose on a realistic basis. 

This was disclosed here last week by 
he minister of Industry, Mr T.A. Pai, at 
high-level meeting which he held with 
fie chief executives of the all-India finan- 
ial institutions, the secretaries of the con- 
crned departments of the government of 
Qdia and the presidents of the Federation 
f Indian Chambers of Commerce and 
ndustry aud the Associated Chambers of 
'ommerce and Industries to consider ways 
nd means of expediting financial assis- 
ince to the approved industrial projects. 

estimate of resources 

It was agreed after the discussion at the 
iceling that the ministry of Industry 
'ould prepare an estimate of the resources 
squired for the key industrial units which 
ave already been licensed. A joint exercise 
’ould be carried out with the department 
f Banking and the Planning Commission 

> ensure that adequte resources are pro* 
>ded in time for speedy implementation of 
use projects. 

Three other important decisions were 
>so taken at this meeting. One related 

> the procedures regarding financial 


approvals. Die second concerned matters 
relating to industrial plots and the third 
concerned the monitoring of the progress 
of implementation. 

The ministry of Industry, it was decided, 
would take up expeditiously with the 
department of Company Affairs, the 
department of Banking and the department 
of Economic Affairs the question how far 

'— 1 ■ r - \ 

Lok Sabha poll in March 

The Prime Minister, Mrs Indira 
Gandhi, announced in a broadcast 
to the nation on the night of 
January 18 that she had advised 
the President to dissolve the Lok 
Sabha and order fresh elections. 
The President has accepted this 
advice. 

The country will go to the polls to 
elect the new Lok Sabha In the 
middle of March. The necessary 
proclamations are expected to be 
Issued shortly. 

i - ■ _— .. .✓ 

the procedures for granting financial 
approvals which are required after the 
stage of clearance of industrial licences 
by the Secretariat of Industrial Approvals 
(SIA) can be streamlined further and 
coordinated better. 

Regarding industrial plots, it was agreed 
that the ministry of Industry would address 
a communication to all the state chief 
ministers urging them to issue expedi¬ 
tiously the necessary permissions under 
the Urban Land Ceilings Act, of course, 
according to the guidelines already laid 
down in this respect by the central govern¬ 
ment The state chief ministers would 
also he requested to asstst the financing 
institutions if there wsse say pro Wans 


holding up the disbursement of assistance 
to the approved industrial projects. 

Special steps, it was finally decided, 
would be taken by ministry of Industry, 
in dose consultation with the state govern¬ 
ments, the Director-General of Technical 
Development and the administrative 
ministries concerned, to monitor the pro¬ 
gress of implementation of industrial 
ventures for which approvals have been 
given by the SIA. Projects costing up to 
one crore of rupees could be left to the 
state governments for monitoring. Utose 
involving investment more than one crore 
of rupees would be monitored by the con¬ 
cerned administrative ministries with the 
assistance of the DGTD and the SIA. 
Suitable instructions would be issued by 
the ministry of Industry to the administra¬ 
tive ministries in this regard. The SIA, 
with assistance from the DGTD, will con¬ 
centrate particularly on projects costing 
more than Rs 5 crores. 

• * 

In line with the general upward trend in 
the exports of engineering products and 
as a result of a considerable build up of 
its production potential, the Heavy Engi¬ 
neering Corporation (HEC) is making a 
concerted effort at entering the export field. 
Already a substantial headway has been 
made by this one of the premier public 
sector undertakings in selling its products 
abroad. Orders aggregating to Rs 42 
crores have been received. Another con¬ 
tract worth Rs 35 crores is expected to be 
concluded shortly. 

The Rs 42 crores worth orders secured 
so far include a Rs 34 crores contract with 
the Soviet Union for the supply of metal¬ 
lurgical equipment for steel plants being 
built by the Soviet Union in Bulgaria, 
Turkey, and Sri Lanka and also special 
cranes for use in Hungary and Bulgaria. 
The remaining Rs 8 crores worth orders 
pertain to the supply of electrolyser pots 
for an aluminium smelter in Yugoslavia, 
coke-oven equipment for steel plants in 
Bulgaria and Egypt and a number of ore 
handling goliath cranes for Cuba. The 
Rs 35 crores contract expected to be 
secured soon will be for the supply of 
metallurgical equipment to the Soviet- 
aided steel plants in the third countries. 

Besides securing the above orders, the 
HEC has tendered for the supply of equip. 
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meat not only to the neighbouring deve¬ 
loping nations of west Asia, Africa and 
south-east Asia but also to such developed 
countries as the United Kingdom, the 
United States, France and Canada. The 
equipment envisaged to be supplied 
includes heavy duty machine tools such as 
central lathes, horizontal boring and mil¬ 
ling* machines, double column planing 
machines, radial drilling machines and 
vertical boring machines; sophisticated 
castings for rotor body, rotor bush, rolls 
and machine tools; forgings for crank¬ 
shafts, pinion shafts, propellers, rings, 
roller shafts and rolls; and also such com¬ 
plete equipments as jaw crusher, apron 
feeders* etc. 

The HEC authorities feel confident that 
apart from meeting their commitments for 
the supply of equipment and machinery 
for the expansion programmes of the Bhilai 
and Bokaro steelworks to their four million 
tonnes stages and also the commitments 
to the other domestic customers covering 
a wide range of industries, they will be 
able to support a sizeable export effort. 
This confidence has arisen thanks to such 
factors as the mastering of technology by 
the corporation’s work-force, the easier 
supply position of raw materials, parti- 
cularly steel and non-ferrous metals, and 
also the abatement of unrest among labour. 

designs organisation 

The designs organisation of the HEC, 
the largest such organisation in the country 
at present, has also been strengthened a 
great deal to back up production pro¬ 
grammes both for the domestic market 
and exports. The HEC designers have 
already developed about 230 machines. 
These include 750m water well drilling 
rigs, 2,500-tonne lead extrusion press, 
cable armouring machines, lime and dolo¬ 
mite kilns, rolling mill equipment, door 
extracting machines, sintering machines 
(75 sq m and 250 sq m), welding manipu¬ 
lators, coke quenching cars, 110-tonne 
rotating trolley of 34m span tongs cranes, 
130-tonne convertor drive gear boxes, 
single roll sinter crushers, etc. The other 
notable achievements of HEC have been 
the designing of 130-tonne oxygen con¬ 
verters and 1,300-tonne mixers for steel 
plants. 

HEC designers have also designed die 


degassing ladles 
between 40 and 130 tqhnes* 

Designs are being developed for & 
number of new machines. These machine? 
are soon expected to be taken up for 
manufacture on the shop floor. Equip¬ 
ment being designed includes 40-tonne 
soaking pit cranes and 8,3m stroke slab 
pushers. 

Some other projects that are engaging 
the attention of HEC designers are 
2,700 cu. m. -blast furnaces, 6.5 metre 
coke-oven equipment, 300-tonne oxygen 
converters, radial type continuous casting 
machines, etc. 

* * 

The new series of the official wholesale 
prices index—base 1970-71 = 100—which 
has been introduced from the current 
calendar year (see details in the Records 
and Statistics section of this issue) is 
likely to prove much more insensitive to 
the changes in the price level in the coun¬ 
try than the previous series which had 
as its base the year 1961-62. This is 
because of two factors. First, the new 
index is computed on the basis of 360 
commodities and 1275 price quotations, 
as against only 218 commodities and 774 
quotations in the previous index. Secon¬ 
dly, the weightage provided to the various 
groups in the new index has undergone 
a substantial change as a result of the 
increase in the number of commodities 
covered. The coverage of manufactured 
products, particularly in the fields of 
chemicals and chemical products, basic 
metal and metal products and machinery 
and transport equipment, has been greatly 
enlarged, reflecting the diversification of 
the economy. The result has been that 
the weightage of primary products, espe¬ 
cially food articles, has gone down signi¬ 
ficantly. The weights diagram in the 


‘$A$$iji lMi»hte:bCeh %brlrt»d dot 'bit it 
Ms bf the .value of transactions of eon 
modities during the three years to 1969-7' 
All commodities in which the value < 
transaction* aggregates to Rs one crote p< 
annum are included ifl the ne^r index. 

. To some extent, the reclassification < 
the various groups in the new indc 
according to standard industrial classifict 
tion, as against the standard intemation; 
trade classification as was the case wit 
the 1961-62 series, is also likely to contai 
the variations in the price level. 

significant fsaturs 

Another significant fact that emerge 
from a perusal of the new index and th 
restructured previous index on the basi 
of compiling the new series is that th 
new index shows that since 1971-72 th 
increase in the price level has been slight) 
of a higher order than reflected by th 
previous series. This, of course, couli 
have been expected because of the ir 
creased coverage of the commodities 
Whereas the restructured 1961-62 serie 
index has shown an increase from 1(1 
for the financial year 1971-72 to 167.2 ii 
1975-76, the new index has gone up fron 
105.6 to 173 during this period. 

The union government is also thinkinj 
of publishing an official index for retai 
prices. Although a consumer prices inde? 
has been issued regularly for more that 
three decades, yet no attempt has beer 
made for far to compute a retail price: 
index. This issue has been considerec 
recently in detail at a meeting held in the 
ministry of Industry. The views of the 
concerned organisations are being decided 
It may, however, take some time to read 
a decision on the matter as sources have 
to be organised for maintaining a stead) 
flow of dependable information on retail 
prices. 
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The glory of Vizag outer harbour 


The Japanese refusal to pay the revised port .charges at the Vlsag 
outer harbour eould be arm-twisting. It Is in the interest of all 
concerned to see that the stalemate is not prolonged and early 
opportunity Is availed of for holding discussions to resolve 
differences. 

The high expectations of fruitful com¬ 


merce and other economic activity raised 
i>y the inauguration of the outer harbour 
it the Visakhapatnam port on December 
1, 1976, have turned into gloom within a 
fortnight. 

Dedicating the project to the nation, 
:he minister of Shipping and Transport, 
Dr Gurdial Singh Dhillon, had hoped for 
‘deeper and stronger” relations with 
lapan, the main importer of iron ore from 
the port. With the provision of better 
landling and other facilities the charges 
at the port were rationalised to reflect the 
:ost of services rendered. The revised 
charges were to come into force from 
December 20. Japan has refused to pay 
the revised rates and since that date all 
ships scheduled to touch the outer harbour 
ivcre being diverted to other ports. 

sullen and silent 

It is difficult to say whether this develop¬ 
ment should be treated as a normal and 
legitimate business tactic or as an arm- 
twisting approach. Iron ore constituting 
more tha i 50 per cent of the traffic 
handled at the port, the outer harbour is 
low lying sullen and silent. It is hop:d 
the deadlock will be resolved early through 
mutual negotiations and goodwill. Mean¬ 
while, the port has suffered a loss of about 
fcs one crore during the first fortnight. 

The outer harbour now provides loading 
facilities which are four times speedier 
than the earlier ones. That will reduce 
the berthing time by one-fourth affecting 
enormous savings. At the s me time, four 
times bigger ships can now berth at the 
port yielding all the economies of large 
scale operations. Earlier, the ore-loading 
rate was about 2,000. tonnes per hour; 
now it is 8,000 tonnes in the outer harbour. 
The inner harbour could handle vessels 
*iy upto 36,000 DWT. The new harbour 
in take in vessels of about 100*000 DWT 
nitiaHy and of 200,000 DWT later. 

aootwsasT 


The port owns a fleet of 32 electric 
cranes of three to 10 tonnes capacity, two 
floating cranes—one of 150-tonne capacity 
—and a variety of other uptodate equip¬ 
ment for cargo handling. A hydraulic 
excavator mounted on pneumatic tyres was 
commissioned in March last year. A new 
system has been introduced to unload bulk 
cargoes by means of grabs and portable 
flat belt conveyors. 

For the first time in many years, service 
charges at all Indian ports were revised in 
July 1975 and related to the services 
rendered. In August while inaugurating a 
conference on productivity at Indian ports, 


POINT 
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prime minister Indira Gandhi emphasised 
the need for increasing productivity at 
each port. Revision of charges at Visakha- 
patnam port was in line with this general 
policy. At the Rs 100-crore outer harbour 
the pilotage per NRT (nearly a metric 
tonne) was increased from Rs 1.80 to 
Rs 5.20. A new quay levy of Rs 17 per 
tonne was introduced and th? berthing 
ra*e per ship per day was raised from 
Rs 1,000 in the inner harbour to Rs 30,000 
in the outer harbour. 

The t mporary setback that the port has 
received does not, however, minimise the 
marvellous work done by Indian planners 
and engineers to con truct one of the 
biggest and the deepest harbours west of 
Rotterdam and east of Tokyo. The outer 
harbour has been carved out of (he open 
sea by taming the turbulent Bay of Bengal. 
This has been achieved by piling up about 
2.4 million cubic metres of stones and 16,000 
concrete blocks eachweighing 30 to 50 
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tonnes, in raising three walls inside the 
sea. These throe breakwaters, one each in 
the south, east and north, have a total 
length of about 3,000 metres, 

These barriers across the mighty breakers 
of Bay of Bengal formed a vast 200-hectare 
water basin. The h rbour has a depth of 
abojt 16.5 metres, by dredging about eight 
million cubic metres of sand. This mountain 
of sand has been spread out alongside the 
Dolphin’s Nose hill to create one of the 
most beautiful man-made beaches. The 
hi!l itself is quite picturesque and the 
beach has the potentialities of being turned 
into a tourist attraction. 

unique berth 

Inside the basin has been constructed a 
263-metre long ore berth. The uniqueness 
of this berth lies in the concrete-crib-cons- 
truction method adopted for the first time 
at an Indian port. The berth stands upon 
eight 23-mctre high concrete structures 
called cribs—hollow, cellular concrete 
structures. Each unit weighs about 15,000 
tonnes or equivalent to the size of an 
average naval ship. It was first construct¬ 
ed on land to a height of five metres. On 
a day of ideal tide it was towed to the site 
and launched into the sea. The remaining 
18 metres were constructed over that, 
within a week’s time. 

The conveyor belt which will carry iron 
ore from the stockyard to the ship is 
another important feature of the outer 
harbour. The ore from the Bailadila and 
Kiriburu mines is brought by train and 
stacked at the port. From there it is 
transported to the vessels berthed in the 
basin through the longest conveyor belt in 
Asia and the second largest in the world. 
Of the total length of 8.5 kms, the ocre- 
oloured belt stubbing the skyline of 
Visakhapatnam city runs overhead for 
about 4.8 kms. In the portion spanning 
the city, it is covered from all sides to 
eliminate noise and dust pollution. Dr 
Dhillon called it as “the crown of the 
city”. 

The conveyor belt runs into a huge 
mechanical monster of a shiploader. Tile 
loader moves dn tails and can negotiate 
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a 210-degree-turn. It can dig deep mto ( 
the hatch of a ship to discharge iron at a' 
rate of 8000 tonnes per hour. 

But where are the ships? Here is the 
rub. Besides the port authorities, a 
number of other Indian government 


departments will be affected by the 
Japanese decision. The MfcfTC will have 
to alter its mining programmed The rail* 
way wagons earmarked for transporting 
ore will have to be diverted to other goods. 
The Japanese themselves may have to alter 


their production schedules. It.is therefore 
in the interest of dll concerned that’. die 
stalemate is not prolonged. Ah early 
opportunity should be availed of for hold¬ 
ing discussions with the Japanese to 
resolve differences. 


Costlier oil: its impact on i 


H. Mazumdar 


Whan tha rata of inflation in 1973-74 In India was 20.7 par cent, the 
author says, the oil induced inflationary Impact was only 0.41 per 
cent. The rate of increase in inflation after the currant upward 
revision of crude price can bo calculated only after ono year. 


The OPEC, at its session held at Quartar 
towards the end of the old year has once 
again raised the price of crude. This up¬ 
ward revision, according to US econo¬ 
mists, will have an inflationary effect on 
the economies of all oil-importing nations, 
which have been subjected to inflation 
from 1950-51 in varying degrees. In this 
country, the rate of inflation which had 
touched 0.8 per cent in 1960-61, suddenly 
jumped from 7.7 per cent in 1972-73 to 
20.7 per cent in 1973-74 as shown in 
Table I 

Table I 

Inflation in Indin 

(1969-74) 


Year 

Cost of living 
index weekly 
average (1949- 

Rate of 
inflation 

-100) 

1969-70 

215 

1.4 

1970-71 

227 

5.1 

1971-72 

233 

3.1 

1972-73 

251 

7.7 

1973-74 

303 

20.7 


as well as non-availability of complex 
data required for processing. The whole¬ 
sale price index method, although popular, 
suffers from limitations because the index 
numbers are based on prices quoted by 
government departments which occasi¬ 
onally fails to take into account the 
higher prices prevailing in the open mar¬ 
ket in some commodities. Moreover, 
expenditures on education, transport, etc., 
have very little scope for inclusion in this 
method. The consumer price index 
method is very popular, but it is con¬ 
fronted with the basic problem of selecting 
the most relevant or reliable index from the 
three types of price indices viz consumer 
price index for urban non-manual em¬ 
ployees, the consumer price index numbers 
for agricultural labourers and the all-India 
consumer price index for industrial wor¬ 
kers. Therefore, we may avoid these three 
bases and calculate the inflationary 
impact, in isolation, of the rising price of 


crude with the help of the GNP deflator, 
a method which is being currently used 
in other countries. The approach to 
calculation in terms of the GNP deflator is 
called the “market basket” approach 
which represents the total goods and 
services produced by a country in a year. 

The GNP deflator reflects the weighted 
average increase in prices of the Gross 
National Product which consists of all 
goods and services produced by a nation 
during a particular year viz. capital 
goods, consumer goods, export and 
import goods, various services etc. In 
order to calculate under this procedure 
one should bear in mind the analysis of 
the following question. If a GNP in the 
base year (using an index basis) cost 
Rs 100 what would be the cost of same 
GNP in the year in question considering 
the change in the price of one item (say 
for oil) and nothing else 1 

While attempting to isolate the infla¬ 
tionary impact of certain price changes, 
it is fundamental and important to 
remember that all other items of GNP are 
assumed to be constant, although the 


Table II 
(Example) 


Source : Reserve Bank of India Bulletin. 

To what extent have higher oil prices 
contributed to the aggravation of inflati¬ 
onary pressures? Among the various 
methods for measuring open inflation, the 
Horsefield method has not yet become 
popular because of conceptual problem 


Break up of 
GNP 


Base year 

Next year 

Goods 

Qty. 

Price 

Exp. 

Price 

Exp. 


(Rs) 

(Rs) 

(Rs) 

(Rs) 

Item A. 

Item B (all items 

-w, - 

5 

1 

5 

2 

10 

except A) 

95 

1 

95 

1 


total 



100 


105 
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real GNP might have changed daring the 
year under consideration. The example is 
illustrative in Table II (page 92). 


Table III 


hypothetical case 

Suppose a country produces/imports 
five per cent (item A) of the GNP. For a 
given size of the GNP if the price of the 
item A is doubled and prices of all other 
item of the GNP remain unchanged on a 
( weighted average basis the doubling of 
: price of item A will be equal to 5 per cent 
increase in all goods. In this hypothetical 
case the GNP cost Rs 105 in the next 
year as compared to Rs 100 of the base 
year. Thus doubling of price of item A can 
be said to have had an inflationary effect of 
5 per cent. Here price index is equal to 
(105/100) x 100«105. Thus the rate of 
inflation is 5 per cent. This can be expres¬ 
sed in mathematical formula as follows: 



100 


Particulars Quantity 

of products (MiU tonnes) 

1972 ? 73 

1973-74 

Price 

Rs/tonne$ 

Value 

Rs 

crores 

Price Rs/ 
tonnes 

Value 

Rs crores 

1. Oil and products* 22.94 

2. All other products — 

129.08 

296.11 

37776.89 

198.04 

454.30 

37776.89 

Gross National Products 

38073.00* 



38231.19 


Vi 38231.19 

I-- x 100 or- xioo 

V2 38073.00 

-100.41 -0.41 per cent 

(N.B. : Unit price of oil has been worked out by dividing the total value of impor¬ 
ted oil and oil products by total quantity of imports.) 


where I «* Inflation 


Table IV 


VI * Value (in the year of computa¬ 
tion) 


Inflation Rate and Oil-Related Price Level Increases 
1973-74 


V2=Value (in the base year). 

Using the above procedure, the rate of 
inflation induced by rise in prices of 
crude oil in India during 1973-74 can be 
computed. The reason for the selection 
of this particular year is that during this 
period oil prices increased abnormally. 
The calculations are as given in Table III. 

Thus, when the rate of inflation in 
1973-74 was 20.7 per cent, the oil induced 
inflationary impact was only 0.41 per 
cent. How this compares with the oil 
related inflation in other oil importing 
countries of the world is shown in 
Table IV. 

What would be the rate of increase in 
inflation after the current upward revision 
of crude price can be calculated only 
after transactions for one year. 
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flation: H.A» Maijbelin. 

2. Indian Petroleum and Chemicals Statistics, 
Pt. 1,1973. Min. of PAG. 

3. India—1975: Government of India publi¬ 
cation. 


Country 

Annual increase; 
consumer price 
index (per cent) 

Oil-related 
price level 
impact (per cent) 

Inflation due to 
price increase 
in other industries 
(per cent) 

USA 

12.3 

2.4 

9.9 

UK 

23.2 

5.2 

18.0 

Austria 

12.1 

3.0 

9.1 

Denmark 

14.2 

5.6 

8.6 

France 

17.2 

4.3 

12.9 

W, Germany 

7.4 

3.4 

4.0 

Italy 

21.3 

5.9 

15.4 

Netherlands 

12.2 

5.9 

7.3 

Norway 

10.5 

3.3 

7.2 

Sweden 

7.6 

4.7 

2.9 

Switzerland 

4.0 

3.3 

0.7 

Japan 

10.5 

5.8 

4.7 

Australia 

12.2 

1.1 

11.1 


Senrce : (1) World Oil , September and October, 1974. 

(2) International Petroleum Encyclopediar-1975. 
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users of 

Firestone car tyres 
are smiling. 




Some months ago, we put am 
improved car tyre on the mar¬ 
ket. We didn't teH motorists 
about it, we didn't charge 
extra. Buyers have found out 
for themselves that it lasts 
longer. 

When a crisis hit the car tyre market, 
we didn’t pull off the road. In fact, we 
drove harder...making our car tyre 
better, improving it for more impressive 
performance. It doesn't took different 
because the tread design is the same. 
But improvements like extra rubber on 
tho shoulders have helped to increase 
mileage. Economy when economy is 
needed most. 


Tircstone 


Getting better by thejear. FocJ^years^ 



thvmxt 21,1977 
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South Korea’s achievements 

Or 6. Rangaswaml in agriculture 


The author, who is the Vice-Chancellor of Tamil Nadu Agricultural 
University, Coimbatore, believes that South Korea has, within a short 
period of less than a decade, made as much progress as Japan has 
within three decades and Taiwan In two decades. This Is reflected In 
the TV antennae on the buildings of the remotest village . On this 
count alone, the author believes, South Korea could be excluded from 
the list of the underdeveloped countries. 


spent 12 days in south Korea from 
October 6 to 17, 1976. The main purpose 
f my visit was to attend the Second 
iennial Conference of the Association of 
sian Agricultural Colleges and Universi- 
es. As president of the Indian Agricul- 
iral Universities Association 1 represented 
le country at the Biennial Conference. 
Iso, at the request of the Central Silk 
oard of government of India, of which I 
m the chairman of the Research Coordi- 
ation Committee, I spent five days from 
ictober 6 to 10 prior to the starting of the 
inference on October 11. This gave me 


ments, except what I have learnt in the 
past—a superficial knowledge—through 
meeting with some Korean friends at 
international meetings. Being my first 
visit, 1 was looking forward to learning as 
much as I could during the 12 -day period. 
My earlier visits to Taiwan, Japan, Thai¬ 
land and Philippines had given a broad 
picture of what is being done and what is 
possible under the conditions existing in 
these east Asian countries. However, the 
remarkable progress made by south Korea 
within a short period of less than ten 
years can be believed only when seen in 


WINDOW 

ON 

THE WORLD 


a opportunity to study the latest activities 
i agricultural productivity and rural 
svelopment. Recollecting my thoughts 
bout what I saw while in that country, 
nd heard and read about south Korea 
id its agriculture, it became clear to me 
iat unless I had visited the country and 
ie rural areas as I did, 1 would have never 
clieved anyone if he had told me that so 
tuch had been done within so short a time 
y this war-trodden country which con- 
nues to be on its toes to defend a possible 
hysical threat from the north and econo* 
tic threat from the east, west and south. 

I had not known much about south 
■orca and its political or industrial achieve. 


person. What has been accomplished by 
Japan over a period of three decades and 
by Taiwan in two decades has been accom¬ 
plished by south Korea in less than one 
decade. 

The main achievements can be listed as 
( 1 ) an anuual economic growth of 8.6 per 
cent over the past two decades, ( 2 ) more 
than doubling of agricultural productivity 
during the past five years, and (3) a ten¬ 
fold increase of its export earnings since 
1960s, These are in no small measure 
easy to accomplish. 

Wherever I went, around die capital city 
of Seoul, the towns of t Suweon, Chung- 
pyong, Osan, Cheonan or Onyang, there 


were intensive developmental programmes 
such as construction of roads and high¬ 
ways and industrial and residential build¬ 
ings. People were always found most 
active and busy working in the fields, 
factories or markets. The richness of the 
average man was reflected in the TV 
antennae, almost one on the top of each 
residence, even in the remotest comer of a 
small village. In my opinion, on this 
single count alone, this country could be 
excluded from the list of developing 
countries of the world. 


increase in 6NP 

The GNP had increased from $95 in 
1960 to about $690 in 1976. Present 
population is estimated around 35 million 
people, of which about one-fifth is in 
Seoul. Since 1960s the annual rate of 
population growth has been brought down 
from about 5.0 per cent to 1.56 per cent, 
which is a remarkable achievement. There 
is no unemployment and there are no 
beggars in the country. All these became 
possible through a strong agricultural base 
and through hard and sincere efforts on 
the part of the government and its people. 
Korean people are hard-working, honest 
and sincere and the government adminis¬ 
tration is efficient, solving the problems 
and bringing benefits to the people, from 
the grassroot level. 

In my opinion, besides the hard work 
by the farmers, the major contributory 
factors for the rapid progress in agri¬ 
culture are: (a) an effective rural deve¬ 
lopment programme launched with 
presidential decree under the banner of 
Saemaul Undong, (b) the strong coopera¬ 
tive movement under the authority of 
NACF (National Agricultural Cooperative 
Federation) directly helping the farmers 
to receive the maximum returns for their 
harvests, and (c) special incentive pro¬ 
grammes for export-oriented agricultural 
produce. I shall attempt to briefly bring 
out the important contributions being 
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made by each of the above three factors, 
as understood by me during my visit. 

'Saemaul Undong' is a 'New Village 
Movement* meant to develop rural areas, 
initiated in November 1971 and got 
nation's constitutional support on October 
17,1972. The movement became a part 
of the Yushin Constitution adopted by the 
Parliament for revitalising reforms in the 
country, including strengthening its 
defence efforts, expanding its industrial 
undertakings and bringing better life to the 
rural community. The Saemaul Undong 
has as its three important tenets, (1) dili¬ 
gence, (2) self-help and (3) cooperation. 
This movement has brought in miraculous 
change over the past four years by which 
the chronically lethargic rural people have 
been transformed into a productive, vital 
force. On the day I was leaving Seoul, 
October 17, there were jubilant celebra¬ 
tions to mark the fourth anniversary of 
adoption of the Yushin Constitution. 

self-help In villages 

I visited the Saemaul villages of Chung- 
pyong in Oyong Gi Province, and Dong 
Mag village in Gycong Gi Province, the 
former about 60 km north-east a~d the 
latter about 85 km south of Seoul. In 
Chungpyong the villages were improving 
the drainage and the road, the cement and 
steel for the improvements having been 
supplied free of charge by the government 
and the labour put in by the villagers. 
Earlier the villagers had constructed a 
common silkworm rearing centre through 
a similar effort. In Dong Mag the village 
leader showed round the new facilities 
created for the common benefit of the 
villagers under the programme. These 
include a modern W.C., a community hall, 
lining of irrigation channel, erosion control 
works, improvements to the road, and 
replacing all the thatched roofs with 
asbestos roofs in all of the dwellings of 
the village. There are 43 farmhouses in 
the village and 3 non-farm houses. Of the 
latter three, one member works in a 
government office and two work in the 
factories in a nearby town, but their 
annual incomes are much less than the 
average of the farmers of the village. The 
average income of the villagers has 
increased from 81,284 in 1971 to 82,958 in 
1976. Besides, the village has spent 
8121,722 for general improvement of the 


Environment and has a village fund of 
891,200 in savings bank. Crop yields have 
increased by about 150 percent, with all 
the farmers adopting the latest technology 
in crop production, livestock fattening, 
biogas production and use. This has 
become one of the best model Saemaul 
village of the province and the village 
leader was proud of mentioning that there 
were far too many visitors to the villagc y 
distracting the villagers from their normal 
works. It is said nearly 16,000 of the 
34,665 villages in the country have already 
come under the Saemaul movement, and 
all of them will be covered by 1980. This 
being a continuous process, several new 
items will be added to the improvements 
of the villages in the coming years. Crea¬ 
tion of better living conditions and the 
additional modern amenities helps in pre¬ 
venting the migration of rural people to 
the urban areas, in search of jobs and 
comforts. One of the most astonishing 
achievements of the movement is that the 
average income of the rural worker in the 
farm has increased to surpass that of the 
industrial labour; the farmer gets about 
82,000 per year, whereas an industrial 
worker is paid about 81,000 and has to put 
in over-time to earn 82,000. This also 
helps to keep the villager on farmland. 

important development 

The second important development in 
the country is the strong organisational 
set up of cooperative movement. The 
National Agricultural Cooperative Federa¬ 
tion (NACF) has about 2,000 brandies 
with about 40,000 employees, spread all 
over the country. It has an annual budget 
of about 84 billion, almost competing with 
the national government budget. It has 
monopoly purchase and distribution autho¬ 
rity in several commodities, including 
fertilizers and seeds. It avoids exploitation 
of the farmers by the middlemen and in 
securing fully what is due to the farmer by 
way of best price for his produce, timely 
supply of quality inputs, and technical 
advice in matters cqpceming farm plan¬ 
ning, budgeting, marketing and storage. 
This development had taken place only 
during the past five or six years. 

The third contributory factor towards 
rapid development of agriculture in south 
Korea is the special attention paid by the 
government to certain areas of rural 

W 


activity to fully utilize the labour force. 
There is a Special Projects Bureau with a 
Director-General heading the Bureau in 
the ministry of Agriculture and Fisheries. 
The bureau takes care of export-oriented 
agricultural commodities, for which special 
extension programmes are organised, and 
price and input incentives are given. Two 
important items covered are mushroom 
cultivation and silkworm rearing. Most 
modern technology is adopted in these 
two areas, so that the cost of production is 
low and high quality is maintained. South 
Korea has been able to export last year 
about 820 million worth of mushrooms 
and about 8120 million worth of raw silk. 
Because of relatively lower cost of labour 
and high production efficiency through 
adoption of modem technology south 
Korea has been able to compete with 
Japan, Taiwan and Mainland China in the 
international market in these commodities. 

contributory factors 

There are two more important contri¬ 
butory factors which have helped in mak¬ 
ing rapid progress in agriculture and they 
are: (a) the general educational programme 
of the country and (b) the strong extension 
network. The education programme in 
the high schools is divided into (i) acade¬ 
mic, and (ii) vocational. Of the vocational 
schools, a large number of them offer 
agriculture as the main subject. Thus there 
is general interest created in the young 
minds about the importance of agriculture 
for the nation. 1 visited the Chung Mo 
Teachers In-servicc Training Centre, where 
annually 8,000 teachers from all parts of 
the country are given in-service training. 
This includes agricultural subjects, cover¬ 
ing theory and practical. At the time of 
my visit about 400 women teachers were 
being given six-day in-service training. 
Students from vocational high schools 
are selected for training as Future Farmers 
of Korea (FFK) under special programmes 
organized by the government. There are 
about 120 schools offering vocational 
courses in agriculture, about 25 colleges 
offering higher level training and 18 
colleges offering degree programmes in 
agriculture. In all, over 1,000 agricultural 
graduates are produced annually and all 
of them are gainfully employed in a 
country whose 40 per emt population are 
engaged in agriculture and whose overall 
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population 1* much leu thi £ tbit of Tamil and this bat revoluttaaited rice crop pro- 
Nadu state. duction In the country. Within four years 

the area under this variety increased from 
three ha to 530,000 ha* increasing the 


The extension network and the linkage 
between research and extension have been 
so well organised that there is 100 per 
cent coverage of all villages, each extension 
worker being responsible for seven or eight 
villages and a total of about 300 to 400 
farmers. It is claimed that there is also 
cent per cent transmission of technology 
from the Office of the Rural Development 
(ORD) to the farm houses. TheORD 
has an excellent set up to produce the 
required extension material in the form of 
literature, radio and TV programmes and 
other audio-visual aids. In a day about 
four hours on radio and 90 minutes in TV 
are provided for agricultural programmes. 
With a countrywide coverage through 
radio and TV rapid spread of any new 
finding is assured. 

most important crop 

The total land spread of south Korea is 
98,447 sq km of which about 23 per cent 
or 2.24 million hectares is under cultiva-> 
tion, while the restare covered by moun¬ 
tainous terrain, several of them rocky but 
covered in parts by forests. The annual 
precipitation is about 1,200 mm, which 
includes about 200 to 300 mm of snowfall 
The most important crop is rice, occupying 
approximately 57 per cent of the arable 
land, followed by barley, wheat, maize 
and sorghum as cereals. Soyabean, rape- 
seeds, peanuts, castor, chillis or red 
pepper and various vegetables are being 
commonly grown all over the country. The 
most important fruit crop is apple which 
is one of the important export-earners. 
The farmers adopt mixed farming practices 
including piggery or beef cattle rearing, 
poultry husbandry, sericulture, rope mak¬ 
ing, or as a unit in a farm holding. 

Rice being the staple food of the people, 
the required quantity of 4,9 million tonnes 
could not be produced until recently. In 
order to fill in the gap some restrictions in 
the use of rice have been imposed and some 
quantity pf wheat is imported annually 
from USA to meet with the needs. How¬ 


country's average yield in 1.2 million ha to 
about 3.8 tonnes of polished rice per ha. 
TongU’s average yield is five tonnes per 
hectare, which has helped to bring self- 
sufficiency in rice in 1975. This rice 
variety is said to be one of the main 
factors for bringing economic prosperity 
in rural areas all over the country. The 
average income from farm household in 
1975 touched 873,000 won or $1,800 as 
against 859,000 won or $1,710 from average 
urban household, an increase of about four 
per cent over the later, which is perhaps 
very rare in any other country of the world. 

One more feature which helps the far¬ 
mers to earn more is integration of cottage 
industry with agriculture, which helps in 
engaging themselves all the year round. 
More recently vinyl cultivation under 
polythene covers, of vegetables and fruits 
during winter months has been taken up 
on an extensive scale. Though there is 
not much of mechanization in agriculture, 
very rarely cattle or horse is used for field 
work. The most commonly used machine 
in the village is a power tiller. A combine 
for harvesting and threshing of rice crop 
is becoming increasingly popular. 

Every effort is being taken by the govern¬ 


ment" to maintain the favourable'balanee 
of waged and earnings in the rural " seetor 
as compared to the urban areas, all the 
time providing extra incentives for impro¬ 
ved environment and living conditions in 
the villages so as to avoid the unhealthy 
trend of urban crowding and reverse 
migration to avoid pollution problems. 
Advance action to tackle future problems 
seems to be one of the important charac¬ 
teristics of the administration in south 
Korea. 

The rapid progress made in the'agricul¬ 
tural front in south Korea is apparent to 
any visitor. The stong leadership, support¬ 
ed by technical guidance and scientific 
research has led the farmers to adopt most 
modern technology resulting in a remark¬ 
able increase in average yields of crops 
within the past five years. The special 
incentives to the farmers have helped the 
country to boost its export earning 
through agricultural produce and by-pro¬ 
ducts. The new national programme to 
improve the rural living conditions and 
the environment has paid rich dividends, 
helping in a balanced development of rural 
and urban areas; one cannot but think 
that the farmers are fortunate in being 
members of such a progressive country, 
contributing their mite in the cause of 
their nation’s rapid march towards pros¬ 
perity. 


ever since 1972 a hew Mica xjoponica rice 
variety T6fi£ti wsfa with the 
of the International Rice 
Ban^^Rbil^lnes 
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European integration in the 

RwnMhwar Tandon GATT pCrSpCCtiVC *. II 

Over the years the degree of agricultural protection has Increased, 
particularly In the EEC . In many cases the only way to achieve 
agreement on common prices and common system of market 
organisation , says the author , was to agree to align all national policies 
to thbse of the most protectionist of the member nations . 

This Is the second and concluding part of the article on European 
integration In the GATT perspective concerning the Common Agricultural 
Policy. Part / of the article had appeared here last week . 


While the GATT makes no distinction 
between trade in agricultural and indust¬ 
rial goods, this is as suppressing a pheno¬ 
menon as complete prohibition of 
Quantitative Restrictions. The GATT’s 
record in temperate agricultural goods is 
other than one of failure. Not only is 
the effective protection, in all likelihood, 
higher, on the average, than in other 
sectors of world economy, but also the 
indications are there that the rate of 
effective protection is increasing and the 
domestic prices exceed the import prices 
by as much as 104 per cent in some 
cases, 1 


portion which might be expected to 
rule between the two in absence of rest¬ 
rictions, taking account of historical 
patterns and special factors as change 
in relative productive efficiency. But the 
fact is that only the US has tried with 
any consistency to restrain domestic 
production. 

suggested measures 

The ministerial meeting of October 
1957 stressed some disturbing trends in 
agricultural protectionism. 1 The report 
suggested some measures with a view to 
protecting domestic agriculture as follows: 


subsidization endorsed the British way 
of dealing with its farming problems. 

The Six were happy with the report’s 
para 253 and suggested that a modera¬ 
tion of agricultural protectionism should 
be combined with other measures but a 
moderation of agricultural protection 
remains a necessary ingredient in total 
operations. The GATT Committee II 
was required to collect data on 
non-tariff measures for protection of 
agriculture. It was shocked at wide¬ 
spread use of protection and found, for 
each of the six commodities, ‘‘there had 
been extensive resort to non-tariff barriers 
involving protection”. 1 

The Committee came to the conclusion 
that the non-tariff devices seriously 
affected trade m goods considered. The 
extensive use of Quantitative Restric¬ 
tions and widespread impairment or 
nullification of tariff bindings fi unrated 
the benefits a country expected to receive 
as a result of the GATT obligations. 


undue optimism 

The Problem is whether it was shortsigh¬ 
tedness or undue optimism which made 
contracting parties decide on equal 
treatment for all goods entering 
visible trade, except those regulated in 
the commodity agreements. The UK 
and US represented the exporters* 
interests and Britain could hardly have 
taken a position that was unfavourable 
to the Commonwealth countries. They 
managed to have a safeguard written in 
the Article XI: 2 which excepts import 
restrictions on agricultural goods from 
general prohibition. Bttf the exemption 
applied only where the agricultural 
restrictions are necessary for enforcement 
of government measures that impose 
limit on the domestic production. 

Hence the restrictions justified here 
must be so stringent as to reduce the 
total of imports, relative to total domes¬ 
tic production, as edmp^red to the pro* 


1. Direct discouragement of imports by 
import duties, restrictions on im¬ 
ports, multiple exchange, state 
trading agencies. 

2. Measures to encourage exports, e g., 
state trading, export-subsidies. 

3. The elements which directly encourag¬ 
ed home production, e.g., measures 
as outright subsidy or indirect sub¬ 
sidies to farmers through tax 
privileges. 

The panel was not to pass any judge¬ 
ment on the individual policies but they 
tried to measure the degree of agricultural 
protectionism for soma goods. They 
found that the price of wheat in 17 out 
of 21 countries studied was above the 
world import price during 1954-56 and 
the Swiss production-price was double 
the avenge price. Thus the Harberler 
report’! recognition of ‘deficiency-pay. 

, 9 * 


long-term solution 

The Committee II suggested that an 
important long-term solution must come 
through an improvement in the efficiency 
of resource allocation and that a modera¬ 
tion of agricultural protection in both 
tiie importing and exporting countries 
is desirable. It suggested two ways to 
deal with this problem < to limit 
production in those countries whore it 
was unnaturally stimulated| by high 
domestic prices and to draw lip A* op- 
agreement cm ^ttye basis of liwiijionsl 
commodity agreement^ " «<t\\ * 

Thus, over the years,, rintojl%e Com¬ 
mittee II, the degree of agpricalftuar pro¬ 
tection has further taewased Kind- 
safety go in ease #f the E$iC. 

^-to-Achieve 


of* 


,tomtoms* 

otfft 

m il 



be mort pMfottoc H0t ,4^ $k tee 
pods fn question? ' 1 

Mr Baumgartner suggested the setting 
up of a study group on cereals and if 
the Six base their agricultural policies on 
normal prices, as the US has already 
done, it is hardly conceivable that other 
countries exporting agricultural goods 
will continue to sell at lower prices. 
Here the levy technique should have a 
salutory effect by encouraging the export¬ 
ing countries to raise their prices and 
the Common Agricultural Policy should 
result in a trend towards standard world 
prices and a policy of food aid. 6 

While the stark realities of trade in 
agricultural goods were far removed from 
these pious hopes, it was assumed that 
once the exception in favour of Quanti¬ 
tative Restrictions disappeared, the rea¬ 
sons that led them to maintain wide¬ 
spread restrictions on agriculture would 
also disappear, but this did not prove to 
be the case. 6 

The Six pointed out that Common 
Agricultural Policy was not inconsistent 
with the GATT and it was subject of dis¬ 
cussion when there was question of con¬ 
crete action which could be contrary to 
obligations under GATT. 

probable approach 

It was suggested that to find solutions 
involving reasonable equilibrium between 
agricultural interests of third-countries 
and agreed objectives of Common Agri¬ 
cultural Policy, the probable approach 
should begin with the idea that any 
policy can only be achieved as part of a 
world-wide agreement. Here the fol¬ 
lowing elements were pointed which will 
constitute * a minimum basis to control 
world markets: 

The world-wide agreement should 
aim at balancing supply and demand as 
between major exporting, and importing 
country p< 

2. lio 4 cSicvc ffcis, importing count¬ 
ries sbouitf Au&ni^ee maintenance or 
some globf! 1 em^flgqulremente; 

3. “tl» letarmttoiM changes would 

take m agteed minimum prk» 
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levy duri£||^Be transition period and the 
levy on third-countries’ imports are 
derived, after takfait account of trans¬ 
port costs from th#'Centre, for which 
basic indicative price is determined to 
the point of entry at the frontier. The 
‘frontier* price or threshold-price is in¬ 
creased by a preferential addition 

(montant foreiture) which, in case of intra¬ 
community trade, is deduced to encou¬ 
rage such internal trade; the levy is set 
as difference between the threshold price 
and most advantageous world price. 7 

To these rules on agricultural policy, 
the Community has tried to reconcile 
the needs of integration with the need to 
guarantee their workers an income compa¬ 
tible with other sectors of the economy 
and also with the third-country interests. 8 

higher protection 

Hence the EEC agricultural system 
gave higher protection than was provided 
earlier; the French threshold price for 
wheat in August 1962 was 60 per cent above 
the C.I.F. price for imports and in 
Germany, it was 106 per cent higher than 
the landed price. The GATT working 
party held that the system might bring 
into world trade, new elements hitherto 
not existing which might have adverse 
effects on the prices and on access to 
markets’ 9 . 

The EEC levy, used for many, but not 
all the agricultural goods within the 
community, imposes a duty that varies 
as often as is necessary to span the differ¬ 
ence between internal-target price and 
world market prices. Thus the effect 
is to make third-country suppliers 
into ‘residual’ suppliers; so long as the 
target price is not reached within the 
Community, levy will be sufficient to 
keep out imports and any fall in world 
market prices, even as a result of increas¬ 
ed efficiency, will be automatically offset 
by increase in the variable levy 9 ’. 9 

While June 1970 marked the end of 
twelve-year transition period, two crucial 
events underlined the significance: The 
Hague summit of December 1969 and 
the recent agreement of financing of 
Common Afrtetittnm| fatty* 
tftaiie tt» pfecfeU gf Qmi*l¥$ 
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solidarity was accepted as early as I962,< 
the financial regulations embodying it 
were provisional and the final decision 
was taken only at the end of the transition 
period. The French fear here was that 
the British entiy may go against them, as 
the Germans would have a natural ally 
in Britain as both favour cheap food 
imports. 

source of funds 

The CAP will now be financed by the 
EEC as a whole and the funds will come 
from three sources: levies on agricultural 
imports, custom duties on industrial 
imports and a percentage of value-added 
tax which the EEC was to a4qpt by 1972. 
The system will encourage the Six to keep 
agricultural levies and custom duties as 
high as possible, or to cut down their 
imposts. It was hoped that the revenue 
from the levies and custom-duties will 
stabilise at current levels and greater 
part of the EEC funds will come front 
the value added tax. 

Some studies revealed that as at pre¬ 
sent, the agricultural support prices are 
well above world-prices and the Common 
Agricultural Fund is spending astronomi¬ 
cal funds in paying to the EEC formers 
and in subsidizing exports and the cut 
in support prices might result in the 
decline m production and expenditure us 
well. 

In October 1966, a new regulation was 
reached which put the variable tax on 
imports for members and nonmembers 
to be applied in lieu of custom-duties. 
The variable tax is to consist of two 
elements: a variable element destined to 
compensate the given differences in the 
price of raw materials and a fixed element 
to provide protection for processing 
industry. 

The agricultural policies in the US and 
western Europe have been dominated by 
two rival considerations: the formers 
plead for support, find the politicians 
defend policies on form earnings. The 
EEC view in the Kennedy-round was that 
a ‘consolidation* rather than a reduction - 
of such ‘margins’ of support would be a 
very ambitious goal and it is more worth* 
while to try to reach some Sort of agricul¬ 
tural commodity-regulations to stabilise 
world market prices at a reasonable IgyeU 10 
u ft" must be admitted that the solution 
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adopted in the early postwar years, when 
the collaboration in a worldwide organi¬ 
sation to include both agricultural and 
industrial exporters was made possible by 
giving equal rights to both groups of 
goods, has proved quite unrealistic. Two 
errors could be pointed here as follows: 

1. The belief that legitimate use of 
Quantitative Restrictions for balance of 
payment reasons was also the genuine 
reason for trade-restrictions in foods. ]f 
this had been so, elimination of deficits 
and abolition of exchange controls would 
have leJ to freer trade in agricultural 
goods and in fact, only the end of 
exchange-controls at the end of the 
fifties brought out the real nature of agri¬ 
cultural protectionism. 

2. Nor do they seem to have apprecia¬ 
ted that protectionism, which remained, 
once exchange controls were removed, 
was of a dual nature: there was a desire 
in a number of countries, e.g., Germany, 
Switzerland, Belgium and Scandinavia to 
maintain an economic class for ‘meta 
economic* reasons; and there was another 
side of agricultural protectionism also 
that there has been some protection of 
interests often remotely connected with 
peasantry, e.g., processing plants and 
milling industry in the EEC having 100 
per cent protection. 11 

optimum structure 

Hence W. Ropke suggested that there 
is such a thing as that ‘optimum* structure 
which gives to ‘‘the agriculture of indus¬ 
trial countries its natural place in national 
scheme of localisation of world agricul¬ 
ture. This place is now determined by 
the fact that in industrial countries, 
preference should be given to production 
of agricultural high-grade goods in con¬ 
trast to staple goods, natyftd localisation 
of which is to be found, more in the 
peripheral zones of t bp world economy’*. 18 

The suggestions of the Haberler report 
could be understood here well: a modera¬ 
tion of agricultural protection in the US 
and western Europe,shift in methods of 
agricultural protection, away from price- 
supports to deficiency payments and 
bufferstock provisions. 

But the Committee II was more ruthless 
in suggesting moderation of agricul¬ 
tural protection in both die exporting 


and Importing countrie^ improvement in 
efficiency of resource allocation, imposing 
some restraint on the protected produc¬ 
tion where national resources tied in 
agriculture can be ' more effectively real¬ 
located. 18 

In the Treaty of Rome the Association 
arrangements were most controversial; 
Part IV of the Treaty provided that all 
the EEC members would make available 
trade facilities to their Overseas Terri¬ 
tories, as in their intra-trade, but they 
were allowed to retain duties for infant- 
industry or revenue purposes. This did 
not mean that all trade restrictions would 
be dismantled, it only meant that any 
existing preferences granted to one mem¬ 
ber would be generalised to other mem¬ 
bers also. 

failure of system 

In the GATT debates, the developing 
countries pointed out that the Association 
system failed to meet the free-trade area 
criteria and that this was only an exten¬ 
sion of the French preferences to other 
European members. So it constituted esta¬ 
blishment of a ‘new* preferential system 
in violation of GATT. The Treaty of 
Rome did not touch on the EEC relations 
with the developing countries as a whole, 
as the policy was yet to be evolved. The 
Association arrangement was put as the 
first step towards common commercial 
policy for the developing countries and 
these were to be the model of the EEC 
relations with the Ldcs. 

In the GATT meetings, Article 24 and 
the Most-Favoured-Nation clause was 
severely criticised in view of serious 
imbalance in the initial concessions bet¬ 
ween two sides as provided in the Treaty 
of Rome, The Ldcs* case was also suppor¬ 
ted by Britain due to her Commonwealth 
interests. The GATT working party gave 
a majority and minority view; 14 since there 
was no agreement, it was decided that 
the compatibility of these arrangements 
with Article 24 shouldte set aside. Here 
the EEC did not request for a waiver and 
the Association Agreement was accepted 
without anymore fuss due to the US 
moral support and the GATT survived 
with its MFN clause somewhat tarnished. 

The>Ldcs* fears Were widely shared 
thatover a long run, their 
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might I luffiWaod something should fee 
done to minimise these adverse repercus¬ 
sions. The GATT Working Partju con¬ 
firmed that the duty-free admission of 
Association goods into the EEC in view 
of an external tariff barrier against goods 
of all other countries could only be 
regarded as creation of a ‘new* preferen¬ 
tial system. 

obvious outcome 

As the overseas countries’ exports of 
many agricultural goods were, on the 
point of exceeding the total requirements 
of their metropolitan preferential markets, 
but were sustantially less than the needs 
of the EEC, trade diversion would be the 
obvious outcome. The preferential mar¬ 
gins of the Associate goods of nine per cent 
for cocoa, 16 per cent for coffee, 20 per 
cent for bananas, 35 per cent for tea, 30 
per cent for tobacco and 80 per cent for 
sugar were found to be very substantial. 

But more alarming was the proposed 
35 per cent duty on tea which was not 
even produced in the Associate countries 
and it was meant to divert consumption in 
favour of coffee. Moreover, attempts 
were also made to divert trade away from 
the Arabica coffee to robusta coffee and 
from flue-cured to air-cooled tobacco 
and about $1000 mn of trade was in¬ 
volved. The third countries would be 
reduced to the position of residual sup¬ 
pliers and would bear the brunt of falling 
demand as such. 

The Six did not consider themselves 
bound in any way by the conclusions 
drawn in these studies; moreover such 
trade-diversion effects ate inherent iji 
such forms of integration and were not 
peculiar to this case only. u The GATT 
also, in authorising a straight-forward 
exception from the Most-Favoured-Natfpn 
clause for customs unions, had implicitly 
accepted the consequences. 

The Six attacked the forking party for 
ignoring traditional factors in trade- 
direction; the probable increase in con¬ 
sumption in the Complicity andierease 
in consumption in rest of (be World and 
theydubbed the pessimistic outlook as 
tmxecdltslic. m was that 
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of the effects on trade that emerged, will 
not be altered by further analysis. 

The Six were not prepared to harm any 
part of the Treaty of Rome in considera¬ 
tion of third-country interests. The union 
was GATT-conform and any harm could 
be studied, when it actually happened. 
There was nothing in GATT which obliged 
one to act in anticipation of a hypotheti¬ 
cal situation. The Ldcs* aim was not 
so much to get the Agreement of Associa¬ 
tion declared illegal as per GATT rules, 
but rather to force the EEC to create 
some preferential possibilities for them 
as they had done for the Association. 
Another way out was to ask for the Asso¬ 
ciation on similar conditions as the old 
dependencies of the EEC and thie possi¬ 
bility was also increased by the Yaounde 
Convention. 

sympathetic consideration 

Mr G. Oldinin of Chile said, with 
reference to Article XXII of the agree¬ 
ment that “each contracting party shall 
accord sympathetic consideration and 
shall afford adequate opportunity for 
consultations with respect to any matter 
affecting operation of the agreement. 
“The Article XXII should be invoked in 
cases where some injury to outside coun¬ 
tries was threatened 16 

Initially both the EEC and the Asso¬ 
ciated countries regarded the convention 
as a model for others. The Associates, 
under the existing convention, enjoy 
duty-free entry for their exports of tropi¬ 
cal goods and semi-manufactures and the 
margin of preference on the processed 
goods is small. They also suggested that 
their exports of processed goods (sugar, 
tobacco, rice) should be treated in the 
same way as exports between the EEC 
countries. 

The EEC was ready to grant duty-free 
entry to tropical goods but rejected the 
demand on ‘internal taxes* as non-nego- 
tiable. The Germans and Dutch held that 
the EEC should reduce its tariff on at 
least three items: coffee, cocoa and palm 
oil so that the exports of Brazil, Ghana, 
Malaysia and Indonesia could benefit. But 
France argued that the rise in exports to 
the EEC has been slowest in case of ex¬ 
ports from the Associates. Moreover 
Germany also supported the move to 


abolish the reverse preferences, since the 
main threat to Association is due to 
American decision to discriminate against 
the Ldcs* granting reverse preferences. 

Various studies focussed on the econo¬ 
mic of discriminatory tariff reductions 
but avoided the impact of alignment of 
external tariff on two or more countries. 
The commonsense notion under Article 
24 was that so long as the CET 
is no higher than the members* tariffs 
collectively, it could be said that the CET 
is not restrictive. But once we adopt as 
out chief measure of lawfulne s, whether 
the creation of a union is a move towards 
or away from free trade, a union involv¬ 
ing rise in all the external duties may not 
be a move towards free trade. The 
direction of movement depends on 
the combined effects of eliminating inter¬ 
nal barriers and changing external 
barriers. Just as we cannot be sure that 
the elimination of trade-barriers between 
member-countries improves allocation of 
world resources, so also we cannot be 
certain of the effects that increasing or 
decreasing individual duty will have On 
allocative efficiency. 

divergences in prices 

Hence given a world economy filled 
with tariffs, restrictions, subsidies causing 
divergences between prices to consumers 
and costs to producers, it is not neces¬ 
sarily true that reduction of any indivi¬ 
dual tariffs (reduction of these divergen¬ 
ces) will actually improve allocation of 
world resources. 17 When we deal not with 
one duty but with a range of duties of a 
group of countries, it is just possible that 
some reduction of external tariffs as a 
whole may lead to improvement in 
resource-allocation. The Article 24 test 
of 'higher or more restrictive’ may con¬ 
tain a large element of wisdom. 

It was also suggested that in Arti¬ 
cle 24, the compensation arrangements, 
based on the notion of tariff-bindings, 
have a definite bias, ^as they require a 
union to grants compensations for injuries 
to third countries due to CET, but not 
for economically similar injuries arising 
from any discriminatory elimination of 
internal tariffs. 

The flat prohibition of preferential 
arrangements under Article 24 becomes 

i 
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sufficiently suspect as “a tariff-reduc¬ 
tion inherent in the * preferential 
arrangement might be as that produced 
by the customs union. Moreover, since 
a preferential arrangement, by definition, 
results in less discrimination against non- 
members than a customs union, the 
justification for prescribing such arrange¬ 
ments absolutely is not clear.” 18 

It is rather strange to say, as Article 24 
does, that discrimination is forbidden, 
unless it is 100 per cent effective. The 
favourable production effects of any 
'additional* units of trade created bet¬ 
ween members of a free-trade area are 
likely to be great when tariffs are high, as 
during the first percentage reductions, 
than when tariffs are low. but a good 
portion of benefits to the world as a 
whole from a given free-trade-area could 
be achieved by preferential arrangement 
among some members as well 

vast difference 

Hence, there is a vast difference between 
an arrangement in which, say all tariffs 
on inter-member trade are reduced by 80 
per cent and one in which tariffs on 80 
per cent of inter-member trade are totally 
eliminated—the resource allocative effects 
will be greater in the former case, as the 
early reductions tend to be more helpful. 
The members of preferential arrangement 
are most likely to exclude from its scope 
the industries where the elimination of 
inter-member tariffs might have most 
favourable production effects. 

Various studies also pointed out that 
the GATT treatment may have had 
some adverse effects on the allbcation of 
resources, as it requires complete elimina¬ 
tion of tariffs on “substantially all” 
commodities, but prescribes the agree¬ 
ments to reduce all tariffs say by 80 
per cent; Article 24 may encourage 
precisely these deviations from perfect 
free-trade-area model that minimises 
favourable allocation affects. 

Hence Article 24 has been effective in 
channelling the post-war regional group¬ 
ing in the GATT-conforming mould. It 
should also be said that GATT’s record 
is not very comforting and only one out 
of a dozen regional agreements that came 
before GATT complied with Article 24*— 
the reegnt UJt-Jreland free-trade-area* 
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While the European Coal and Steel Com¬ 
munity could not qualify even for special 
waiver and got general waiver under 
Article 25:5, the New Zealand-Australia 
free-trade-area provided for liberalisa¬ 
tion of even a smaller percentage of inter- 
member trade. 

The hope of the drafters was that a 
detailed set of rules could be evolved to 
supervise all sorts of regional arrange¬ 
ments but they mistook the concept of 
a legal institution as largely a set of 
substantive prohibitions. The customs 
union in western Eftrope comprises in¬ 
dustrially very developed countries and 
later experience showed these schemes 
were more powerful than the GATT. 
Even if an attempt had been made to 
block the drive towards regionalism in 
Europe, the GATT itself probably would 
have been destroyed. 1 ® 

Some new procedures were introduced 
in the GATT later: a product-by-product 
review of the EEC Association arrange¬ 
ment and annual review of the interim 
agreement for South African-Rhodesian 
union. The available evidence over the 
years also underlined some serious diffi¬ 
culties in assessing these regional schemes. 

trade creation 

While it is rather difficult to amend. 
Article 24 for the benefit of the developing 
countries, with a view to making para 4 
of Article 24 more useful, it is necessary 
to initiate some serious studies of 'trade- 
creation* and ‘trade-diversion 1 in these 
regional arrangements. It is true that the 
formation of economic blocs in the form 
of customs unions and free-trade-areas, 
in which the GATT members are part¬ 
ners, has led to a serious limitation of the 
application of the Most-Favoured-Nation 
principle. The countries combined in such 
associations are still expected to apply 
the principle of equal treatment in their 
dealings with non-members. 

Theoretically we can imagine a world 
trading system, built up by a number of 
customs unions, granting each other 
Most-Favoured-Nation treatment in the 
same way as the individual countries are 
doing at present. There would be no 
discdminaUpn between different group- 
ingsbutas lougasthe present inequali¬ 


ties exist, this could not solve the Ldc*s 
problems. 10 

The most important thing to be stressed 
here is the change which has taken 
place in the world economy during the 
two decades of GATT’s existence. While 
the GATT recognised the desirability of 
increasing freedom of trade by develop¬ 
ment, through voluntary agreements, of 
close integration between economies of 
members, the GATT does not make 
such integration its aim. GATT prefers 
explicitly “substantial reduction of 
tariffs and elimination of discriminatory 
treatment in international commerce.** 

universalist approach 

Moreover even if GATT preferred the 
universalist approach of partial tariff- 
reductions on world-wide basis, to pre¬ 
ference areas or unions, it was not 
silent on the latter. Its complete freeze 
of 'preference* areas was based on the 
case that they, unlike customs union or 
free-trade-area, can pick and choose 
between trade-creating and diverting 
effects and this was a significant limita¬ 
tion on the development of regionalism. 
The fact that the preference areas in 
existence at the time of creation of the 
Agreement are withering away, shows 
that the freeze has been operative. 21 

In the present context, Prof Meade*s 
formulation is most relevant that “the 
best principle for reduction of trade 
barriers is an all-embracing agreement, 
covering[all the countries and all products, 
to reduce duties on a non-discrimiuatory 
basis, below some given ceiling-level. 
In any such arrangement, it would be 
the highest duties, which would be re¬ 
duced (thereby ensuring the largest pos¬ 
sible gains from each unit of primary 
trade creation) and they would be reduc¬ 
ed on a non-discriminatory basis (thereby 
ensuring that the minimum amount of 
trade diversion resulted from them). 22 

Hence customs-unions and free-trade 
areas had to be accepted simply for 
traditional reasons. As some countries 
had always Reserved , for themselves this 
exception to the Mbst-Favourcd-Nation 
clause and saw no reason to change this 
ia 1947, only confined 
; themselves' to, .feaaw^y .defined jfotm 

103 


of regional Integration and to fairly 
strict rules on its formation. Thus the 
contracting parties envisaged reducing 
any damaging effects economic regiona¬ 
lism might have to a minimum”.** 
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Joint Ventures Abroad 

The union government has 
decided to effect an important 
change in the present policy 
governing establishment of 
joint ventures abroad. It will 
permit Indian promoters to 
contribute part of their share 
capital in cash, it is learnt. 
Hitherto, the promotion com¬ 
panies had to contribute 
their share of capital in such 
projects only in the form of 
machinery and equipment. 
This relaxation, which is ex¬ 
pected to go a long way in im¬ 
proving the viability of joint 
ventures, will, however, be 
applied in a selective manner. 
Each case will be treated on 
its merits before the govern¬ 
ment gives a green signal to 
the Indian party to invest part 
of its shareholding in cash. 
The selective approach is 
being adopted because the 
government is keen to ensure 
that the original purpose of 
encouraging the export of 
Indian machinery and equip¬ 
ment is not unduly impaired. 
At die same time, it is anxi¬ 
ous to see that such projects 
operate on an appropriate 
capital base. 

Rupee-Rouble Rate 

The USSR State Bank has 
raised the value of the rouble in 
relation to the Indian rupee after 
more than a year of stable rate 
of exchange. As against 8.S0 
roubles to Rs 100, in force 
since November 1975, the new 
rate effective from January is 
8.22 roubles. According to 
the Soviet sources the change 
follows trends in world mone¬ 
tary market and conforms to 


the decision announced in 
India in December to depre¬ 
ciate the value of the rupee in 
relation to the British pound 
sterling’by 3.3 per cent. To 
avoid shgrp fluctuations in ex¬ 
change rates from harming 
their growing economic ties, 
the two countries had initiated 
talks for a stable bilateral 
arrangement. 

Consultancy Services 
for Small Units 

With a view to keeping 
small industrialists abreast of 
the latest advances in indust¬ 
rial technology, the Small 
Industries Development Orga¬ 
nisation in the ministry 
of Industry had announced a 
scheme for providing subsidised 
consultancy services. This 
scheme has since been revised 
and liberalised to make it 
more effective. The Small 
Industries Service Institutes 
have drawn up panels of ex¬ 
perts and consultants from 
every branch of technology, 
consisting of reputed engineers, 
technologists, scientists, mana¬ 
gement specialists, etc., with 
the approval of the Develop¬ 
ment Commissioner of Small- 
Scale Industries. Experts 
from technical institutions, 
professional bodies and spe¬ 
cialised agencies, such as the 
National Productivity Council 
and the Indian Institute of 
Management, can be included 
in the panels of consultants. 

The services of the experts 
and consultancy firms included 
in the panel can be used for 
consultancy by small-scale 
industrialists in technical, eco¬ 
nomic and fields. 


fbe Small Industries Service 
Institutes will also be able to 
use their services for their own 
programmes like promotion of 
ancillary industries in selected 
public undertakings, in-plant 
studies and workshops for 
modernisation, product design 
and process development, etc. 
Small-scale industrialists should 
contact their respective SISI 
to avail of the services of 
the consultants. A private 
consultant will, when engaged, 
be paid a fee ranging from 
Rs 50 to Rs 100 per day in 
addition to T.A. and D.A. In 
the backward areas, the entire 
amount of consultancy . fee, 
T.A. and D.A. etc., payable 
to the private consultants will 
be borne by the Small Indust¬ 
ries Service Institute concern¬ 
ed. The consultancy fee pay¬ 
able to the consultants by the 
units located in the other 
areas will be subsidised to the 
extent of 25 per cent. The 
remaining 75 per cent will be 
borne by the units themselves. 
However, in these areas, 75 
per cent of the T.A. and D.A. 
payable to the consultants 
will be subsidized by the SISI. 

Meghalaya Outlay 

The outlay for the annual 
plan 1977-78 of Meghalaya 
will be of the order of Rs 24.46 
crores. This was finalised 
recently at a meeting between 
the deputy chairman, Plan¬ 
ning Commission, Mr P.N. 
Haksar and the state chief 
minister, Capt. W.A. Sangma. 
The minister of state for 
Planning, Mr Sankar Ghose 
Mr B. Sivaraman, member, 
Planning Commission and the 
Revenue minister of Magha- 
laya, Mr Moham Singh also 
participated in the discussions. 
The fifth Plan outlay for 
Meghalaya is Rs 89.53 crores. 
The actual expenditure during 
1974-75 is Rs 11.65 crores, and 
during 1975-76 Rs 17.27 cror¬ 


es. the approved outlay tot 
1976-77 is Rs 20.22 crores, and 
that for the two terminal years 
of the fifth Plan 1977-79 is 
Rs 40.22 crores. The salient 
feature of the state Plan is that 
the Kyrdemkulai (2 x 30 MW) 
power project has been fully 
funded for an accelerated 
completion during the fifth 
Plan itself. The outlay also 
adequately covers the total 
needs of projects in priority 
sectors <as well as important 
special sectors such as com¬ 
munications, water supply, 
education and development 
of minerals. 

Evaluation of 
Technology 

The union government has 
set up a high-level committee 
to evaluate imported and in¬ 
digenous technologies with 
accent on the cost-benefit 
factor and their suitability in 
local conditions. This was 
stated recently by Brigadier 
B.J. Shahaney, director gene¬ 
ral of technical development 
and secretary in the union In¬ 
dustry ministry while inaugu¬ 
rating a seminar on ‘self- 
reliance in technology in 
chemical industry’ organised 
by the Indian Chemical Manu¬ 
facturers Association. 

The committee of which 
Brigadier Shahaney is the 
chairman is trying to draw up 
a checklist of technology pack¬ 
age in association with R and 
D establishments and industry 
organisations. The package 
would comprise five elements 
of know-how in respect of 
process, design, engineering, 
manufacturing and application. 
There could be a sixth ele¬ 
ment, namely, management 
in respect of specific techno¬ 
logies. 

Brigadier Shahaney felt 
that the acceptance of the 
package topnld facilitate 
smooth transfer of technolo- 
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gies and their application is 
Re production. In the long 
run, reduction in gestation 
period and costs would be 
possible. An exercise to identi¬ 
fy technological needs and 
gaps on a 10 to IS year pers¬ 
pective basis vis-a-vis the 
chemical industry has been 
initiated and DGTD, on its 


per kilogram on cardamom 
with effect from January 12, 
1977. However, the variety 
of cardamom known by the 
botanical name ‘Amomum 
Subulatum’, which is gene¬ 
rally grown in Sikkim and 
Darjeeling areas and which is 
relatively low-priced has been 


exempted from the whole of 
the export duty. 

Silk Exports 

The Silk Association of India 
has drawn the attention of the 
Commerce ministry to the near 
total failure of the tasar crop 
in the producing states of 


Madhya Pradesh, Bihar and 
Orissa which will have a disas¬ 
trous effect on tasar exports 
and has asked for immediate 
short-term and long-term re¬ 
liefs to combat the situation. 
In a memorandum submitted 
to Commerce minister, Prof 
D.P. Chattopadhyaya, by its 


part, was trying to organise 
an information and data bank. 

Andhra Pradesh Plan 

The outlay for the annual 
Plan of Andhra Pradesh for 
1977-78 will be of the order 
of Rs 365.75 crores. This 
will be Rs 97.90 crores more 
than the current year’s Plan 
outlay of Rs 267.85 crores. 
This constitutes an increase of 
36.5 per cent over the current 
year’s Plan outlay. The 1977- 
78 Plan outlay was finalised 
recently at a meeting between 
the Planning Commission and 
the Andhra Pradesh chief 
minister, Mr J. Vengal Rao. 
Besides the deputy chairman 
of the Planning Commission, 
Mr P.N. Haksar, Mr Sankar 
Ghose, minister of state for 
Planning, Mr B. Sivaraman, 
member, Planning Commission, 
and the Finance mihister of 
Andhra Pradesh, Mr P. Ranga 
Reddy also participated in 
the discussions. 

The fifth Plan outlay for 
Andhra Pradesh is of the order 
of Rs 1333.58 crores. The 
actual expenditure during 
1974-75 was Rs 148.86 crores 
and during 1975-76 Rs 211.64 
crores. The approved outlay 
for the two terminal years of 
the fifth Plan 1977-79 is of 
the order of Rs 674.12 crores. 

Export Duty on 
Cardamom 

Having regard to -the prices 
of cardamom in the interna¬ 
tional markets, the central 
government have decided to 
levy &n export duty of Rs 50 

J? . . 




president, Mr Mihir Sen, the 
association has pleaded for 
the immediate enhancement of 
the cash assistance from the 
present 10 percent to 35 per 
cent, making it retroactive 
from October 1,1976. Asa 
long-term measure, the asso¬ 
ciation has asked for the crea¬ 
tion of*a sericulture wing 
either in the Commerce minis¬ 
try or in the Central Silk 
Board to develop sericulture 
which, the association pointed 
out, was an important employer 
in the country. 

Hindustan Copper 

Hindustan Copper produced 
2,408 tonnes of copper wire 
bar in December 1976 as 
compared with 1,659 tonnes 
produced in December of the 
previour year, a 45 per cent 
increase. Cumulative produc¬ 
tion during April to December 
1976 of 14,289 tonnes of cop¬ 
per wire bar also registered a 
similar 45 per cent increase in 
comparison wilh 9,848 tonnes 
produced in April to December 
1975. During December 1976, 
again, 1,903 tonnes of copper 
cathodes were produced as 
against 1,700 tonnes of 
cathodes in December 1975. 
The Indian Copper Complex 
at Ghatsila produced 4.19 kg 
of gold during the month. 
Following are some of the pro¬ 
duction figures for the two 
main units of HCL. 

Indian Copper Comp!ex, 
Chatsila 

(metric tonnes) 


Product 

April/ 

Dec. 

1976-77 

April/ 

Dec. 

1975-76 

Ore milled 

900,975 

796,943 

Blister cop¬ 



per 

11,300 

, 9,044 

Cathodes 

8,372 

8,127 

Wire bar 

7,537 

7,382 

Kyanite 

20.130 

22,948 


(ICC produced 56 kg of sil¬ 


ver during*December 1976 
taking the cumulative produc¬ 
tion during the year to 530 
kg) 

Khetri Copper Complex 
Rajasthan 

(metric tonnes) 


Product 

April/ 

Dec. 

1976-77 

April/ 

Dec. 

1975-76 

Ore milled 
Blister cop¬ 

789,598 

618,669 

per 

4,288 

5,736 

Cathodes 

7,327 

5,108 

Wire bar 

6,752 

2,466 


(Ore production at the 
Khetri Copper Complex was a 
record 111,046 tonnes. The 
previous highest was 89,626 
tonnes of ore produced in July, 
1976.) 

Export of Steel Tubes 
and Pipes 

India’s total export trade of 
iron or steel tubes and pipes 
was as much as Rs 27.67 crorcs 
in 1975-76. Cast iron tubes 
and pipes alone fetched Rs 3.52 
crores. Of these, the sale of 
rainwater pipes which netted 
Rs 73.7 lakhs was divided 
mainly between Saudi Arabia 
and Dubai and soil pipes 
secured Rs 2.38 crorcs million, 
principally from Singapore 
(Rs 91.2 lakhs), USA (Rs 24 
lakhs), Kenya (Rs 18.4 lakhs), 
Kuwait (Rs 13 lakhs), Dubai 
(Rs 11.2 lakhs), Saudi Arabia 
(Rs 12 lakhs) and Hongkong 
(Rs 10 lakhs). Other varieties 
of cast iron pipes and tubes 
brought in Rs 4 million. In 
addition to Cl pipes and lubes, 
galvanised and non-galvanised 
varieties secured an export 
value of Rs 15.8 crores and 
Rs 2.69 crores respectively. 
Saudi Arabia, Iraq and Iran 
were the leading customers for 
the galvanised (non-CI) tubes 
and pipes, while Iraq, Saudi 
Arabia, Dubai and Australia 


were the best buyers of non-CI 
and non-galvanised pipes and 
tubes. Recently a Calcutta- 
based firm has secured a subs¬ 
tantial order for cast iron spun 
pipes from the Public Works 
Department of Malayasia 
against stiff international com¬ 
petition. The order comprises 
different sizes, the value total¬ 
ling Rs 1.87 million approxi¬ 
mately. The goods are sche¬ 
duled to be delivered by the 
end of 1977. The pipes are to 
be used mostly for water 
supply but also sewerage pur¬ 
poses. 

Regional Rural Banks 

The government has decided 
to increase the number of 
regional rural banks from 50 
to 60. Of the 50 regional rural 
banks which were to be set up 
by the end of the current 
financial year, 40 have already 
been established all over the 
country. Ten more banks for 
which sites have already been 
selected are being set up in the 
next two months. 

The government has decided 
to increase the number of 
regional rural banks to ensure 
availability of credit to the 
weaker sections of the commu¬ 
nity comprising small and mar¬ 
ginal farmers, rural artisans 
and craftsmen and others with 
small means in rural areas 
which were not adequately 
being served by the commer¬ 
cial banking system and the 
cooperatives. 

The data available for 33 
regional rural banks shows 
that upto the end of November 
1976 these banks had opened 
372 branches, mobilised depo¬ 
sits amounting to Rs 4.65 
Tdrores involving 131,238 depo¬ 
sit accounts. They had, ad¬ 
vanced Rs 6.11 crores involv¬ 
ing 77,400 borrowal accounts. 
The borrowal accounts of 
small and marginal fanners 
and agricultural labourers 


number 54,062 involving credit, 
disbursement of Rs 3.70 crqres. 

The number of borrowal 
accounts for rural artisans and 
others was 23,338 involving 
credit disbursement of Rs 1.56 
crores. The balance amount 
was disbursed to farmers 
through cooperative societies 
and for setting up of Agro- 
Service Centres. 

IMF to Return Gold 
Reserves 

The International Monetary 
Fund (IMF) has started return¬ 
ing 6.25 million ounces of gold 
to its members, but still has 
to work out who gets *he 
Chinese share. The gold is 
part of the original subscrip¬ 
tions to the IMF when it was 
formed in 1945 before the 
Communists came to power in 
China. Taiwan has held the 
China seat on the IMF board 
for years and is regarded as a 
member in good standing. 
Peking has made no claim to 
replace Taiwan on the board 
and informed sources said that 
the board might send a letter 
to Peking asking it to clarify 
its IMF position. 

Gold is being sold back to 
members at about 842.22 an 
ounce which is still the official 
price of gold although the 
free market price is now about 
Si33 an ounce. 

MIC0 Exports 

Exports of Motor Industries 
Co Ltd (MICO) reached a 
record level of 11.66 crores in 
1976, an increase of more than 
30 per cent over the 1975 
figures. A major part of 
MICO’s exports went to West 
Germany, and also to France, 
Italy, Spain, Brazil, Argentina 
and the USSR. There has been 
a steady improvement in 
MICO’s exports to Sri Lanka, 
Thailand, Philippines, Singa¬ 
pore, Malaysia, and Bangladesh. 
There has been a major break¬ 
through in the export of spark 
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plugs to the USSR. Starting 
with an export of 570,000 spark 
plugs in 1974, MICO exported 
more than 3.5 million spark 
pings to the USSR in 1976. 
In recognition of its outstand¬ 
ing export achievement, the 
company has been honoured 
by the All-India Automobile 
and Ancillary Industries Asso¬ 
ciation, the Engineering Export 
Promotion Council, the union 
ministry of Commerce, the 
Indo-German Chamber of 
Commerce, and the Karnataka 
State Export Promotion Advi¬ 
sory Board. 

Progress in Power 

Three new records were 
established in the country 
in the power sector'during 
December 1976. With the 
commissioning of 130 MW 
third unit of the Idikki hydro¬ 
electric project in Kerala, the 
total generating capacity 
added so far in the fifth Plan 
reached the figure of 4,300 
MW, as against 4,200 MW 
capacity installed during the 
entire period of the fourth Plan. 
The highest daily power gene¬ 
ration of 265.12 million units 
was achieved on December 30. 

The thermal power plants in 
the country established a new 
daily generation record of 
165.58 million units on Decem¬ 
ber 31. The total power gene¬ 
rated during December was 
7766 million units. Of this 
thermal power accountedJfor 
4747 million units, hydelfor 
2743 million units and nuclear 
for 276 million units. The 
total power generation last 
month was ' higher by 453 
million units compared to the 
same period a year earlier. 

Himachal Pradesh, Haryana, 
Rajasthan, Delhi, Chandigarh, 
Gujarat, Andhra Pradesh, 
Koala and Bihar were free 
from any power restrictions 
during the last month. In Uttar 
Pradesh, Jammu and Kashmir 


and i*unjab, there were some 
peak-load hours restrictions. 
During the month under 
review, Gujarat exported 48 
million units of power to 
Maharashtra, Kerala 86 million 
units to Tamil Nadu and Tamil 
Nadu supplied 47 million units 
to Karnataka. 

Award for Gujarat 
Steel Tubes 

Gujarat Steel Tubes Limited, 
Ahmedabad, reputed and well- 
. known manufacturers of steel 
pipes and tubes are the 
recipients of the Gold Mercury 
International Award which 
included a trophy and a certi¬ 
ficate. This was received in 
person by Mr Apoorva Shah, 
managing director of the 
firm at the award giving cere¬ 
mony in Tehran. It is for the 
first time this unique honour 
has come to India and to a 
steel pipes and tubes manufac¬ 
turing firm. The company’s 
working performance for the 
period April to December 
1976 has been very satisfact¬ 
ory export figures have reached 
a new high and 70 per cent 
of the value of sales in 
the current year accounts for 
export of the company 's pro¬ 
ducts. 

Mineral Production 

The total value of mineral 
production in India increased 
to Rs 92 crores in October, 
1976 from Rs 91 crores in 
September 1976, according to 
the Indian Bureau of Mines. 
This excludes the value of 
atomic minerals and ‘minor- 
minerals’. During the month 
of October, 1976, mineral 
fuels accounted for Rs 71.6 
crores or 78 per cent of the 
total value of mineral produc¬ 
tion. Metallic minerals at 
Rs 12.4 crores formed 13 per 
cent followed by non-metaHic 
minerals with Rs 8.1 crores or 
qine per cent; Iron ore account¬ 
ing for Rs 6,3 crores continued* 


to be the most important con¬ 
stituent of the metallic group. 
Copper ore and gold accounted 
for Rs 1.6 crores and 95 lakhs 
respectively. Among the non- 
metallic minerals limestone 
contributed Rs 3.29 crores and 
phosphorite Rs 2.68 crores 
during the month. Among the 
mineral fuels, the output of 
crude petroleum increased to 
728,000 tonnes during the 
month from 634,000 tonnes in 
September of the same year. 
The production of coal, how¬ 
ever, declined slightly to 7.3 
million tonnes in October, 1976 
from 7.6 million tonnes in the 
previous month. 

Import of Edible Oils 

The government has decided 
to allow under free licensing 
import of edible oils and oil¬ 
seeds for the production of 
these oils to relieve domestic 
shortages. These imports are 
meant only for direct human 
consumption. They cannot be 
used by the vanaspati industry 
or for any other purpose such 
as soap manufacture. The 
allotment of imported edible 
oil to the vanaspati industry is 
being increased to maximise 
production of vanaspati and 
reduce the utilisation of indi¬ 
genous oil. Compulsory use 
of indigenous edible oils by the 
vanaspati units will be reduced 
to 10 per cent. Thirty per cent 
of their consumption has to 
be cottonseed oil. The free 
imports will cover groundnut 
oil and groundnuts, sunflower 
seeds and oil, soyabeans and 
oil, coconut oil and copra, 
rapeseeds and oil and palm 
qil. The state governments 
have also been advised not to 
impose any restriction, formal 
oi informal, on inter-state 
movement of edible oils and 
Oilseeds. They have been 
,',^ske4 to.tjtkOi stringent men* 
lutes against hoarders and 
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those who indulge in unethieal 
practice. 

Separate arrangements have 
been made for import of suffi¬ 
cient quantities of edible oils 
for issue to the vanaspati units. 
The vanaspati units are also 
being encouraged to use more 
of oils such as maize oil, sun¬ 
flower oil, within the 10 per 
cent stipulation. To meet the 
full anticipated requirements of 
the vanaspati industry, the 
State Trading Corporation has 
already made arrangements 
for importing and storing edible 
oils. The railways have taken 
special steps to move imported 
oils from the ports to the facto¬ 
ries in the northern region on 
a priority basis. Stocks of 
imported rapeseed oil and 
sayabcan oil with the STC are 
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being issued for direct consump¬ 
tion to the consumers through 
state government agencies. 
Till the middle of December, 
STC had contracted for the 
import of 191,000 tonnes of 
soyabean oil, 26,000 tonnes of 
rapeseed oil and 26,000 tonnes 
of palm oil. Another 10,000 
tonnes of groundnut oil is to 
be imported from Sudan. It 
is proposed to import three to 
four lakh tonnes of edible oils 
this year. There is a plan to 
import a further quantity of 
288,000 tonnes next year. 

Indian Banking 

A monthly journal on bank¬ 
ing, Indian Banking Today and 
Tomorrow, was released recent¬ 
ly by Mr K.R. Puri, Governor, 
Reserve Bank of India. The 
journal covers various aspects 
of this important industry 
which has assumed increased 
importance in recent years. The 
traditional concept of banks 
and financial institutions as a 


mere source of credit has 
changed and has become an 
instrument of social economic 
change. In this context increas¬ 
ed discussion in such journals 
is likely to prove useful to 
those dealing with banking. 

Bonus Rules 
Liberalised 

The government has libera¬ 
lised the provision in the 
Bonus Act regarding liability 
for payment of minimum 
bonus. Companies which 
make a net profit as per 
their profit and loss account 
but do not have an allocable 
surplus would have to pay 
bonus at a fiat of Rs 100 per 
employee for the accounting 
year commencing in 1976. 
The union minister, Mr K.V. 
Raghunatha Reddy, who made 
this announcement recently 
stated that the liberalisation 
of the provision would benefit 
a few lakh workers. He said 
that in the case of bonus dis¬ 


putes pending adjudication, 
the government had decided 
to empower tribunals to go 
not only into the accuracy of 
the accounts furnished by 
employers, but also into the 
propriety of the various items 
in the balance sheet and profit 
and loss account. Mr Reddy 
said the government “is of the 
view that increasing emphasis 
should be given to agreements 
for payment of bonus based 
on production and producti¬ 
vity. 

Names in the News 

Mr D.C. Garni, till recently 
Technical Director of Gujarat 
State Fertilizers Company, has 
been appointed by the govern¬ 
ment of Gujarat as the com¬ 
pany’s new Managing Director 
with effect from January 8, 
1977. Mr Garni has a wide ex¬ 
perience in the filed of chemi¬ 
cal engineering and possesses 
intimate knowledge about the 
management of the company. 


He hi m tarn associated with 
GSFC since 1964. 

Mr M. Sfrasnauam, LA S. 
till recently Secretary, Gujarat 
State’s Home Department, has 
been appointed by the state 
government as Managing 
Director of Gujarat Narmada 
Valley Fertilizers Company 
Limited. The Rs 225 crores 
fertilizer project to be set up 
near Broach has been jointly 
sponsored by the Gujarat 
government and Gujarat 
State Fertilizers Company Ltd. 
It will have the largest 
urea plant in the world, 
which would produce 1800 
tons of urea per day. Mr 
Sivagnanam was associated 
with Industrial Management 
of the State as Chairman of 
Gujarat Mineral Development 
Corporation, Gujrat State 
Construction Corporation, 
Vice-Chairman of Gujarat In¬ 
dustrial Development Corpo¬ 
ration and Vice-Chairman, 
Small Industries Corporation. 
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I'm turnover of Tata Oil 
Mills Company during the first 
lalf of the current year was 
lower at Rs 34.33 crores as 
compared to Rs 38.48 crores in 
;hc same period of the last 
year. The lower turnover is 
attributed to reduced prices of 
its products during 1976. The 
turnover in the second half of 
the current year is expected to 
be higher than in the first half. 

The gross profit in the first 
six months of the current year 
amounted to Rs 1.39 crores as 
compared to Rs 1.32 crores in 
the similar period of last year. 
Out of the gross profit a sum 
of Rs SO lakhs was appropriat¬ 
ed to depreciation reserve as 
against Rs S3 lakhs while the 
allotment for taxation was 
larger by Rs 3 lakhs to Rs 52 
lakhs. The net profit after these 
allocations was still higher by 
Rs 7 lakhs to Rs 37 lakhs. 

Jain Tube 

fain Tube has suffered a 
severe setback in its working 
during the year ended July 31, 
1976, sales, production and 
profit all being significantly 
lower than in 1974-75. Sales 
dropped from Rs 20.13 crores 
toRs 15.36 crores while pro¬ 
duction fell from 44,483 
tonnes to 38,764 tonnes. The 
profit declined from Rs 149.98 
lakhs to Rs 38.79 lakhs. The 
equity dividend has been re¬ 
duced from 18 per cent to 10 
percent. 

The poor working results 
attributed to the demand 
fecessiom in file industry, wHh- 
dtwwj of cash fecetttive ache- 


me for exports for a part of 
the year, high raw material 
costs and low realisations. 
However, with a pickup in the 
construction activity, reintro¬ 
duction of cash subsidy for 
export and an increase in the 
floor prices, the company is 
expected to farewell during the 
current year. 

The company has a plan for 
the installation of another fast 
tube mill for the manufacture 
of 1/2*—3/4* pipe. A scheme 
for modernising the existing 
plant has also been prepared. 
Besides, the company is enter¬ 
ing the mineral field. 

Perfect Circle Victor 

Perfect Circle Victor has 
reported highly encouraging 
working results during the year 
ended August 31, 1976. The 
board of directors have decid¬ 
ed to maintain the equity 
dividend at 15 per cent on the 
enlarged capital. Sales during 
the year recorded a smart rise 
to Rs 2.76 crores from Rs 2:53 
crores while gross profit too 
advanced brickly to Rs 47.26 
lakhs from Rs 39.27 lakhs in 
1974-75. Out of the gross 
profit, the directors have allo¬ 
cated a sum of Rs 10.82 lakhs 
to depreciation reserve as 
against Rs 1.71 lakhs in the 
earlier year while interest 
charges claimed Rs 19.71 lakhs 
as against Rs 8.29 lakhs in 
1974-75. No allocation had 
been made for taxation as 
against Rs 19 lakhs provided 
previously. The proposed divi¬ 
dend will absorb Rs 8.20 lakhs, 
Rs 4.65 lakhs more than in 
1974-75. 

The company commenced 
109 


production of piston rings in 
January 1976. Its piston rings 
facility is geared to manu¬ 
facture 18 million rings per 
annum and after adding balanc¬ 
ing equipments, it could be 
raised to 30 million rings a 
year. 

Meanwhile the company has 
achieved a higher turnover by 
about six per cent in the first 
five months of the current year 
as compared with the same 
period of last year. 

Consolidated Coffee 

While addressing the annual 
general meeting of Consolidat¬ 
ed Coffee Ltd the chairman 
Mr M.A. Sreenivasan referred 
to the frost in Brazil—the 
world’s largest coffee producer 
—and said that the damage was 
so vast so as to cause a world 
shortage and sent the inter¬ 
national market price soaring 
sky high. The central govern¬ 
ment was quick enough to raise 
the export duty on coffee from 
Rs 500 to Rs 3000 per tonne 
in the early part of last year 
and within a matter of months 
the duty was stepped up 
steeply to Rs 13,000 per tonne 
and with retroactive effect on 
the coffee awaiting shipment. 
Representations have been 
made to the government by the 
planters’ associations to allow 
the industry to retain a larger 
share of the benefit while it 
lasts and it is hoped that the 
efforts will yield positive 
results. 

Meanwhile the Karnataka 
government has enhanced the 
taxon plantations from 60 per 
cent to 65 per cent. The In¬ 
dustry was all along living in 
the hope of a relief from the 
burden of taxation but instead 
it had been saddled, the chair¬ 
man said, with an excessive 
apd inordinate rate of tax of 
65 par cant The chairman 
also reflated to the plight of 
• shareholder laving 500 


shares in the company, which 
to all intents and purposes 
amount to ownership of nine- 
tenths of a hectare or say 
about a hectare of coffee, in 
sharp contrast to a small 
grower having ten hectares of 
coffee. On the income from 
one hectare of coffee, the 
shareholder, the chairman 
said, is subjected to a tax of 
65 per cent, apart from liability 
to central taxation of the divi¬ 
dend while the small grower is 
taxed at below eight per cent 
on his income from ten hec¬ 
tares. In other words the 
owner of 500 shares, represen¬ 
ting ownership of less than one 
hectare, the chairman empha¬ 
sised, is subjected to a rate of 
taxation that is eight times the 
rate paid by the owner of ten 
hectares. 

Gammon India 

Gammon India is actively 
engaged in expanding and 
deversifying its business and 
developing an optimum busi¬ 
ness mix. A fully established 
fertiliser plant situated at 
fielagula in Karnataka equip¬ 
ped to manufacture sulphuric 
acid, superphosphate and am¬ 
monia acquired by the com¬ 
pany m August 1975 has been 
reactivated. Capital expendi¬ 
ture of Rs 16.55 lakhs has been 
incurred on thfs plant, which 
is scheduled to start com¬ 
mercial production in the first 
quarter of 1977. A scheme 
for the development of the 
unit for the manufacture of 
certain types of chemical in¬ 
termediates for industry is 
under study. 

The project for the manu¬ 
facture of methanol and nitric 
acid has been dropped as cri¬ 
tical investigations revealed 
that the production capacity 
licenced would not be econo¬ 
mically viable particularly with 
coal as feed stock. The letter 
of intent Jm been surrendered. 
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A joint venture company has 
been proposed in association 
with Gammon Eastern Union 
Ltd of Hong Kong to under¬ 
take constructions and service 
contracts in west Asian coun¬ 
tries and elsewhere. The sub¬ 
sidiary companies have also 
reported satisfactory results. 

Deepak Nitrite 

The Directors of Deepak 
Nitrite Ltd, subject to the 
usual government approval, 
have recommended a higher 
issue of bonus shares in the 
proportion of four shares for 
every live shares held. A sum 
of Rs 36 lakhs is proposed to 
be capitalised for the purpose. 
It should be recalled that the 
company had earlier announ¬ 
ced a bonus issue of three 
shares for five shares. Then 
the board reviewed the matter 
on ruling by the Controller of 
Capital Issues that the said 
proposal did not satisfy the 
bonus guidelines. 

The company proposes to 
manufacture hexamethylene¬ 
tetramine and dinitrosopenta- 
methylene-tetramine shortly. 
It also expects to complete 
the expansion of the present 
nitric acid plants during the 
current year and achieve full 
licensed capacity. 

Gujarat Stael Tubas 
Working 

There has been substantial 
improvement in the working 
and overall performance of 
Gujarat Steel Tubes Ltd in the 
first nine months of the current 
year as compared with the 
same period of the previous 
year. The output in terms of 
both tonnage and sales has 
nearly doubled. The increase 
is accounted for entirely by the 
increase in export. While only 
22 per cent of the value of sales 
in the previous year was 
accounted for by export, as 
much as 70 per cent of the 


value of sales in the current 
year is that of export. 

The FOB export earnings of 
the company over the period 
under review have averaged 
over a crore of rupees per 
month, registering an increase 
of nearly 5.7 times over those 
of the corresponding period of 
the previous year. 

As is known already, the 
government's attitude towards 
export has undergone a radical 
change in the course of the 
period under review, leading to 
the introduction of a series of 
measures to promote exports 
on a war footing. This will 
enable the steel tube industry 
to increase its export earnings 
by over 2-1/2 times in the 
current year as compared with 
those of the previous year. 

The company proposes to 
continue to lay emphasis on 
export-oriented products. It is 
fully geared to meet the 
challenge of diversification of 
its products which may be 


necessary to achieve this goal 
in the coming years. Expansion 
plans are afoot to produce as 
early as possible mechanical 
and precision tubes, API line 
pipes and ASTM pipes. 

The progress of the com¬ 
pany’s wholly-owned subsidiary 
Neeka Tubes Limited is steady 
and as per schedule. Its 
machinery division is being 
worked all the three shifts and 
its order books are full. The 
stainless steel tubes division is 
expected to start production 
early in the next financial year. 

Phoenix Mills 

Phoenix Mills has decided to 
sell its Ujjain unit. The company 
had purchased this unit known 
as Deepchand Mills belonging 
to the Binod Mills Co Ltd in 
1974. This was profitable for 
some time as the textile trade 
was favourable during 1974. In 
last two years the unit has 
been incurring losses. It pro¬ 
duces only coarse and medium 


varieties of grey fabrics and 
its present installed machinery 
does not permit diversification 
to meet the present day highly 
competitive needs of the 
market. 

National Instruments 

National Instruments Limi¬ 
ted, Calcutta, a public sector 
undertaking under the ministry 
of Industry, has emerged as a 
profit making enterprise, main¬ 
ly through participative 
management and excellent 
management-labour relations. 
During the current year, the 
company successfully conclud¬ 
ed foreign collaboration agree¬ 
ments for three new products, 
namely 35 mm cameras, scale 
reading devices for the machine 
tool industry and domestic 
gas meters. As a premier 
optical instruments manufac¬ 
turing organisation in the 
country, the company envisages 
to invest over one crore rupees 
in the three new schemes of 


Leipzig Fair 

German Democratic 
Republic 


13-20 March 1977 



Leipzig Fair offers every visitor up-to-the, minute information, 
valuable contacts and first-class business opportunities. 
Centrepiece of the display is the exhibition of high quality 
products of the GDR. 

In addition, the results of dynamic economic development in 
the CMEA countries make an Important contribution to the Fair. 
From ell over the world, leading firms present peak 
achievements in scientific end technical development 


A varied programme of special events and wide-ranging 
service facilities are at the disposal of evary visitor. 
Leipzig, the world trade metropolis, 
waits to welcome you I 

Fair cards and furthar Information frontt 
Leipzig Fair Agency, 

P.O.B* No, 1993, Bom bey-1; 

C-479, Dafance Cohay, Naw DithUU; 

34-A, Brabourna Road, CakuHa-1; 

16, Moore Straat, Madras-1; 

or at iho frontier posts of tha GDR* * 


BA8TIRN BCONOMIST 


110 


JANUARY 21,1977 


which Rt 27 lakhs is for the 
gat meters. 

Under the agreement signed 
on December 17,1976, between 
the company and M/s Metro- 
nex, Poland, 20,000 domestic 
gas meters are to be manufac¬ 
tured per annum. It is expect¬ 
ed that the project will go a 
long way to improve the domes¬ 
tic gas supply in Calcutta. 
The ready availability of gas 
meters is not only likely to con¬ 
siderably improve the working of 
the Oriental Gas Company at 
Calcutta, but also will be a 
major step towards arresting 
atmospheric pollution in 
Calcutta as well as in other 
parts of the country. 

News and Notes 

The Monopolies and Res¬ 
trictive Trade Practices Com¬ 
mission has initiated proceed¬ 
ings in respect of M/s 
International General Electric 
Company (India) Pvt Ltd of 
Bombay and M/s Elpro Inter¬ 
national Limited of Bombay. 
The respondents are engaged 
in the manufacture and sale of 


alleged to contain restrictive 
trade practices such as area 
allocation , ftill-line forcing, 
requirement as to deposit and 
other restrictions on stockists. 
The practices appear to relate 
to restriction of competition 
regarding which proceedings 
have been initiated. 

Jg Glass has almost doubled 
the sales turnover during the 
year ended June 30, 1976 as 
compared to the performance 
in the previous year. The 
installation of the third IS 
machine was delayed and the 
third machine was commission¬ 
ed only in March 1976. Now 
all the three machines are in 
operation and with the genera¬ 
ting set under installation, the 
power problem will cease to be 
critical factor soon. 

The demand for vials and 
bottles in the country is grow¬ 
ing by leaps and bounds and 
hence be the company looks 
forward to better and brighter 
prospects in the years ahead. 

A unique type of interna¬ 
tional industrial cooperation 


was ushered when the chair* 
man of the Industrial Develop¬ 
ment Bank of India, Mr Raghu 
Raj, signed a Rs 2 crore credit 
agreement recently with the 
representatives of Tanzanian 
small-scale industries. With 
this line of credit, Tanzania 
will be able to buy machinery 
and equipment for its small 
industries. The bulk of this 
will come from the small unit; 
in our country. The line of 
credit which is available to 
finance 90 per cent of the ship¬ 
ments is repayable in six years 
with an initial moratorium of 
two years. 

Bank of Baroda has been 
awarded a prize for its stall at 
the NAYE exhibition in Delhi 
displaying the various schemes 
for small borrowers/technicians 
and the products manufactured 
by them. 

New Issues 

Trackparts of India Ltd will 
be shortly entering the capital 
market to raise Rs 42.82 lakhs, 
all in equity shares of Rs 10 
each. A sum of Rs 5 per share 


will be payable on application 
and the balance in call or calls. 
The issue has been folly under¬ 
written by banks and financial 
institutions. 

The company has taken over 
the running concern of Track- 
parts of India, Kanpur, which 
is manufacturing crawler trac¬ 
tor under-carriage parts. This 
concern has earned a net pro¬ 
fit of Rs 31 lakhs and paid a 
dividend of 10 per cent for the 
year ended June 30, 1976. 

The company proposed to 
set up a closed die steel forg¬ 
ings plant at Panki, Kanpur. 
Construction of the factory 
building is in progress and the 
whole of imported machinery 
and the bulk of indigenous 
machines have been ordered 
and partly delivered at the site. 
The plant is expected to com¬ 
mence production by June 
1978. Besides good export 
potential, a significant part of 
the production of steel forgings 
will be utilised for the manu¬ 
facture of crawler tractor 
under-carriage parts. 


permanent/ferrite magnets. The 
notice alleges that the respon¬ 
dents have been indulging in 
price manipulation by varying 
prices of different types of 
permanent magnets in different 
proportions. Such a price 
policy appears to distort com¬ 
petition. The commission has, 
therefore, served notice on the 
respondents to appear before 
them regarding the trade prac¬ 
tice alleged in the notice of 



enquiry. 

The commission has also 
started suo motu proceedings 
in respect of M/s. Voltas Ltd 
of Bombay. The respondent 
is understood to have appoin¬ 
ted a number of stockists for 
marketing its pharmaceutical 
and consumer products on the 
terms and conditions contained 
in a standard form of agree¬ 
ment The said agreement is 


FOREVER AT THE 
SERVICE OF 
OUR COUNTRY 
AT NOME t ABROAD 

INDIA STEAMSHIP CO., LTD. 

•MNttU STEAMSHIP HOUSE", II. PIP COMET HOUSE ST.. CALCUTTA.I. 
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' Merchautfle Credit Corpora¬ 
tion proposes to issue shortly 
4,85,000 equity shares of Rs 10 
each and 200,000 (11 per cent) 
cumulative redeemable pre¬ 
ference shares ofRs 100 each 
at par. Of this, 48,500 equity 
shares have been reserved for 
the company’s employees. 
Promoted in November 1957 
by Mr M.A. Chidambaram, the 
company is engaged in provid¬ 
ing finance for the purchase of 
automobiles on hire purchase 
basis. The proceeds of the 
issue will be utilised for meet¬ 
ing the financial requirements 
for expanding its business 
activities. 

Considering the wider scope 
for its operations consistent 
with the growth of road trans¬ 
port industry, the directors feel 
that the profits will be adequate 
to declare a reasonable divi¬ 
dend on the enlarged capital. 

New Registrations 

One hundred and eighty-one 
companies were registered in 
the country under the Com¬ 
panies Act, 1956, during 
October 1976 as compared to 
218 in the previous month. Of 
these 181 companies, 180 were 
limited by shares and one was 
guarantee company. The total 
authorised capital of the 180 
companies limited by shares 
amounted to Rs 925.26 crores. 

Of the companies limited by 
shares, five were government 
companies, comprising four 
private limited and one public 
limited with an authorised 
capital of Rs 900.4 crores and 
Rs 1.0 crore respectively. The 
other 175 were non-government 
companies. Of the non¬ 
government companies, 13 were 
public limited and 162 were 
private limited with an autho¬ 
rised capital of Rs 17.34 crores 
and Rs 6.52 crores respectively. 

Among the government com¬ 
panies, there were three giant¬ 
sized steel companies. They 


were: Bhilai IspatLtd registered 
in the state of Madhya Pra¬ 
desh, Rourkela Ispat Ltd 
registered in the state of Orissa 
and Durgapur Mishra Ispat Ltd 
registered in the state of West 
Bengal. 

Among the non-government 
companies six companies were 
large-sized ones. They were: 
Mangalam Cement Ltd, 
Kanoria Wisconsin Centrifugal 
Ltd, Cosmo Films Ltd, Union 
Carbon Black Ltd, Paharpur 
Corporation Ltd and Kumaon 
Agro Chemical Industries Ltd. 

The largest number of com¬ 
panies registered during the 
month viz. 16 fell under the 
broad industrial group of 
“processing and manufacture”. 
The highest number of new 
registrations viz., 53 were re¬ 
ported from the state of 
Maharashtra followed by West 
Bengal and Delhi with 38 and 
29 respectively. 

Eight companies comprising 
three public limited and five 
private limited with a total 
paid-up capital of Rs 35.81 
lakhs were reported during 
October 1976 to have ceased 
functioning either by going 
into liquidation or by being 
struck off under section 560(5) 
of the Companies Act, 1956. 

Two companies each were 
liquidated/struck off in Maha¬ 
rashtra, Delhi and Kerala and 
one each in Gujarat and West 
Bengal. Among industrial 
groups the largest number of 
companies liquidated or struck 
off viz., four belonged to “Com¬ 
merce (Trade and Finance)”. 

Capital and Bonus 
Issues 

Consent has been accorded 
to eight companies to raise 
capital. The details were as 
follows. 

Sundaram Industries Limited 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 12 t <30fi00 of Rs 100 


each as bonus shares in the 
ratio of 4 bonus shares for 10 
equity shares held. 

The Dlnakusi Tea Company 
Ltd, Calcutta has been accord¬ 
ed consent, valid for 6 months, 
to capitalise Rs 9,46,800 out 
of its general reserve and 
issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of one bonus 
share for each equity share 
held. 

The Indian Cardboard Indus¬ 
tries Limited, Calcutta, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 201,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 10 each as 
bonus shares in the ratio of 
one bonus share for each 
equity share held. 

Mercantile Credit and Cor¬ 
poration Limited, Madras, has 
been accorded consent, valid 
for 18 months, to the issue of 
further capital of Rs 82.50 
lakhs, comprising of 625,000 
equity shares of Rs 10 each 
and 200,000 preference shares 
of Rs 10 each to be issued for 
cash at par. 

Francis Klein & Company 
Limited, Calcutta, has been 
accorded consent, valid for 


six months, to capitalise 
Rs 2,25,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of; 
three bonus shares for 10 equity 
shares held. 

Banswara Syntex Limited, 
Jaipur (Rajasthan), has com¬ 
municated to government of 
its proposal to issue capital 
under clause (5) of the Capital 
Issues (Exemption) brder, 1969, 
for Rs 122 lakhs, equity shares 
of Rs 10 each, to be utilised to 
meet a part of the project to be 
set up at Banswara, Rajasthan. 

Messrs Kabini Papers Limi-i 
ted, Bangalore, has communi¬ 
cated to the government of 
its proposal to issue capital 
under Clause (5) of the Capi¬ 
tal Issues (Exemption) Order, 
1969 for Rs 2,086,970, equity 
shares of Rs 10 each, to meet 
part finance for their kraft 
paper project being set up at 
Nanjangud (Mysore). 

Messrs Jyoti Limited, Baroda, 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 5 million out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
two equity shares held, 

(Per cent) ? 


Dividend 


Name of the Year ended Equity dividend 

company declared for 


Current Previous 
year year 


Higher Dividend 


Simpson & Co 

May 31, 1976 

14.0 

Nil 

Same Dividend 




.Perfect Circle Victor 

Aug 31, 1976 

15.0* 

15.0 

Suri and Nayar 

July 31,1976 

9.5 

9.5 

Parehuram Pottery 

July 31. 1976 

9.0 

9.0 

Madura Sugars 

Sept 30, 1976 

Nil 

Nil 

Reduced Dividend 




Jain Tube 

July 31, 1976 

10.0 

18.0 

♦On the enlarged capital. 
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Incentives for textile 
industry 


RECORDS 


AND 


STATISTICS 


The government has taken a 
number of major decisions to 
revitalise cotton textile 
industry. These decisions relate 
to the following aspects: (a) 
Controlled cloth, (b) Working 
capital, (c) Raw materials. 

As far as controlled cloth is 
concerned, the following deci¬ 
sions have been taken : 

(i) The total or partial 
exemption granted to National 
Textile Corporation mills and 
other financially weak mills 
from production of controlled 
cloth will be continued for a 
further period of one year. 

Scheme Initiated 

(ii) A scheme for production 
of dhoties and sarees in the 
handloom sector has already 
been initiated. This scheme 
will be accelerated so that, as 
quickly as possible, about 100 
million sq meters of production 
stands transferred to the hand- 
loom sector. The balance of 
about 300 million sq metres of 
controlled cloth will continue 
to be the obligation of the mill 
sector. 

(iii) For various varieties of 
controlled cloth, ex-mill prices 
were determined as far back as 
1968. Subsequently no price 
revision was allowed except ad 
hoc increase of 30 per cent in 
April 1974. The result has 
been that the obligation to pro¬ 
duce controlled cloth has been 
causing cash losses to the con¬ 
cerned mills. It has now been 
decided that, with effect from 
the quarter beginning January 
I, 1977, the ex-mill prices of 
controlled cloth will be increas¬ 
ed by 35 per cent This increase 


is being allowed taking into 
account the bare average cost 
of production (without any pro¬ 
vision for depreciation or 
return on investment) during 
the four quarters ending 
September 30, 1976. 

(iv) The retail prices of con¬ 
trolled cloth to the consumers 
will be kept unchanged at the 
present level. The effect of 
higher ex-mill prices of con¬ 
trolled cloth will be neutralised 
by government subsidy to the 
National Co-operative Consu¬ 
mers Federation and its affiliat¬ 
ed public distribution system. 

As regards working capital, 
it has been decided that the 
commercial banks would be 
advised while sanctioning work¬ 
ing capital loans to textile mills, 
that the following conditions 
should be kept in view: 

(i) If the applicant mill has 
any unencumbered block assets, 
their value may be taken into 
account; 

Non-Cotton Fibre 

(ii) The mills are being 
asked to use non-cotton fibres 
such as viscose staple fibre and 
polyester fibre. Unlike cotton, 
the prices of such fibres do not 
significantly fluctuate. This 
may be taken into account 
while determining the margin. 

(iii) The unit prices of 
polyester fibre is much higher 
than that of cotton. This may 
be taken into account while 
sanctioning quantum of credit 
limit. 

As regards raw materials, the 
government is taking the 
following measures: 

(i) The import of viacosic/ 


polynosic staple fibre is being 
permitted on a free licensing 
basis. Licences of the value of 
nearly Rs 940 million have 
already been issued to the 
industry. This represents 
licences covering 94,000 tonnes 
or above 500,000 bales equiva¬ 
lent of viscose staple fibre. This 
facility of duty free import of 
viscosic/polynosic staple fibre 
has been extended for the 
present upto October 31, 1977. 

Import of Fibre 

(ii) The import of polyester 
fibre has been decanalised and is 
being freely licensed. This 
facility has been for the present, 
extended upto October 31, 
1977. 

(iii) A decision has been 
taken to make it mandatory 
on the cotton textile industry 
to use at least 10 per cent non¬ 
cotton fibre. This compulsory 
use will apply to all cotton 
textile mills except in relation 
to their production which is 
meant for exports or production 
in very low coarse counts. The 
order hats been brought into 
force with effect from January 
1, 1977. 

(iv) The Cotton Corpora¬ 
tion of India has already con¬ 
tracted for import of nearly 
520,000 bales of cotton. Out 
of this quantity, 330,000 bales 
have already been received in 
the country. In addition, 
further funds have been sanc¬ 
tioned to the Cotton Corpora¬ 
tion of India to enable them to 
organise additional imports of 
cotton. These imported stocks 
of cotton are proposed to be 
used for partly augmenting the 


supply in the current season 
and partly for building a 
reserve stock. 

(v) The cotton imported by 
thfc Cotton Corporation is being 
sold to mills at prices currently 
prevailing for corresponding 
varieties of domestic cotton 
even though such sale price 
entails cash losses to govern¬ 
ment. The ceiling of such cash 
loss has beren kept at 20 per 
cent. 

Taking into account imports 
of non-cotton and cotton fibres 
and the domestic cotton crop, 
government is satisfied that the 
quantitative demand for fibres 
by the cotton textile industry 
during the current year would 
be fully met. In fact there 
should be, at the end of the 
season, a larger balance than 
was the position at the begin¬ 
ning of the current season. 

Unwarranted Rise 

In this context, the govern¬ 
ment considers that the present 
level of high cotton prices is not 
warranted. It is substantially 
arising out of a psychosis of 
shortage being deliberately fos¬ 
tered by cotton trade. Certain 
regulatory measures such as 
limits on stock holding of trade 
have already been introduced. 
If cotton prices do not get dis¬ 
ciplined, the government will 
not hesitate to take more strin¬ 
gent measures. 

With regard to controlled 
cloth, the government is 
anxious to ensure a steady 
availability of such cloth to the 
common people at the prevail¬ 
ing prices. It is in this context 
that the central exchequer has 
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agreed to provide cash subsidy 
to neutralise the enhancement 
in the ex-mill prices. The 
government proposes to ensure 
that the concerned mills which 
have obligation to produce con¬ 
trolled cloth observe this obli¬ 
gation scrupulously. 


These decisions represent a 
package of short-term measures 
for revitalisation of cotton 
textile industry. In addition 
the industry has certain long¬ 
term problems connected with 
obsolescence of machinery and 
uneconomic size of several 


units. The government has 
already announced its decisions 
to enable cotton textile mills to 
avail of soft loans from Indus¬ 
trial Development Bank of 
India for modernisation. The 
government hopes that the 
cotton textile industry will take 


full advantage of the short¬ 
term and long-term measures 
announced by the government, 
so that the premier industry is 
able to make effective contribu¬ 
tion to the industrial health of 
the country. 


* 

Further curbs on bank credit 


With a view to restraining 
credit expansion within accept¬ 
able limits, the Reserve Bank 
has decided to impound 10 per 
cent of the incremental deposits 
between January 14, 1977 and 
April 1, 1977. This was indi¬ 
cated by the governor Mr K.R. 
Puri, at a meeting he had with 
the chief executives of major 
banks in Bombay on January 13. 
The Reserve Bank has also 
advised banks to step up the 
margins on all types of 
advances against inventories 
(raw materials, goods in pro¬ 
cess and finished goods) and 
book debts by 10 percentage 
points with immediate effect in 
respect of existing accounts. 

Enhanced Norms 

In regard to new accounts the 
banks are advised to fix margins 

taking into account the enhanc¬ 
ed norms that have been sug¬ 
gested. The step up of margins 
by 10 per cent wherever appli¬ 
cable may, however, be' imple¬ 
mented in such a manner that 
the overall margin does not 
exceed 60 per cent. The 
enhanced margin will not be 
applicable (1) to advances 
against commodities covered by 
selective credit control direc¬ 
tives where the margins are 
already high and commodities 
specifically exempted from the 
minimum margin requirements, 
(2) advances to small scale 
industries, (3) all categories of 
advances exempted from the 
application of the minimum 
lending rate of 12.5 per cent, 


(4) export credit, and (5) sick 
units as per the accepted 
definition. 

In respect of existing 
accounts which are overdrawn 
in terms of new norms indicat¬ 
ed, the banks are advised to 
work out a phased programme 
for implementation of the new 
higher margins to avoid undue 
hardship to borrowers. 

Big Accounts 

The governor asked the banks 
immediately to undertake a 
scrutiny (at the head office) of 
all big borrowal accounts with 
limits exceeding Rs 50 lakhs 
and where the actual drawals at 
present have already reached 
60 per cent or more of the 
sanctioned limits. Sufficient 
care, he emphasised, will have 
to be taken to ensure that the 
drawals which have already 
taken place as well as the 
intended drawals in the 
immediate future are related 
to a concrete production 
programme. 

Mr Puri pointed out that the 
management strategy on the 
part of banks should be to 
bring about an adequate turn- 
round of funds. He said: 

“The Reserve Bank is aware 
that during the period between 
January and March the bank¬ 
ing system is usually called 
upon to meet several seasonal 
demands for credit specially 
from sugar, cotton textiles, oils 
and oilseeds, tea, etc. In the 
context of the large credit 
expansion which has already 


taken place, it would be easy 
to apply an inflexible yardstick 
for curtailing the flow of credit 
for meeting such seasonal 
demands. If this were to be 
done, it would be tantamount 
to a “management failure”, 
for there can be no substitute 
to a judgment of such issues on 
merit. What the banking 
system should really do is to 
ensure that there is a return 
flow of credit already extended 
in certain directions and which 
could be recycled for meeting 
the new seasonal demands”. 

Referring to the poor pro¬ 
gress made by banks in adopt¬ 


ing the new style of lending 
involving splitting the cash 
credit accommodation into loan 
component and demand cash 
credit, the governor underlined 
the importance of introducing 
meaningful system of credit 
planning and credit discipline 
and said: “It is imperative that 
the banks should adhere to 
this approach in the strictest 
possible manner. There should 
be a faster movement towards 
realising this objective”. The 
governor stressed that banks 
should evolve a better planning 
and control system to align 
credit expansion with output 
increases. 
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RECORDS A STATISTICS 


Revised index of wholesale prices 


The official index of whole- in the latest revision of the 
iale prices released by the index (with base 1970-71) 
office of the Economic Adviser relate to the wider coverage, 
o the government of India, changes in the weighting 
las been revised with 1970-71 pattern in the light of develop- 
is the base year in order to ments during the sixties, and 
:ake into account the structural the new system of classification 
changes in the Indian economy based Ion Standard Industrial 
luring 1961-71. The current Classification. The salient 
index had 1961-62 as its base, features of the revised index 
Fhe revised series replaces the are given below, 
existing series compiled by the The revised index includes 
office of the economic adviser, 360 commodities (consisting of 
md published in the monthly 80 primary articles, 270 manu- 
bulletin ‘Index Numbers of factured products, and 10 other 
Wholesale Prices in India’. articles in the Group ‘fuel. 
Periodic Revision power, light & lubricants*. On 

The Index Numbers of a comparable commodity defini- 
Wholesale Prices were first tion, the existing index, with 
issued in 1942. Since then, 1961-62 as the base, had only 
there have been three revisions 218 commodities. The number 
of the base year to take into of quotations in the revised 
iccount the changing structure index are 1275 as against 774 
of the economy. The last revi- in the existing index. In the 
sion was undertaken in 1969, revised index, the coverage of 
when the base year was updat- manufactured products, parti¬ 
ed from 1952-53 to 1961-62. cularly in the fields of‘chemicals 
The 1952-53 series had been and chemical products’, ‘basic 
in existence from 1955 to 1969. metals and metal products’ and 
Prior to that, for the period ‘machinery and transport 
1942-55, the base year of the equipment’ has been greatly 
index numbers was August enlarged. As far as possible, 
1939. all commodities with a value 

The latest revision in the of transaction of more than 
base year (from 1961-62 to Rs one crore, for which whole- 

1970-71) has been undertaken sale P rices are available on a 
pursuant to the report of the regular basis, have been repre- 
Working Group on Revision of ““ted in the index, 
the Index Numbers of Whole* Value of Transactions 
sale Prices in India submitted The weights for the revised 
to the Technical Advisory index have been worked out on 
Committee on Statistics of the basis of the value of trans- 
Prices and Cost of Living in actions of commodities during 
the Department of Statistics, the triennium ending 1969-70. 
government of India in August The revised weights are shown 
1976. The working group was in Table I. In order to reflect 
chaired by Mr V.V. Divatia, price trends in the economy as 
Statistical Adviser to the a whole value of transactions 
Reserve Bank of India and of non-selected commodities 
included representative of has been assigned or imputed 
central government, state to those selected commodities 
governments and industry. within the sub-group whose 
Improvements incorporated nature and price trends are 


likely to be similar to the been classified into three major 
former. In all, there are three groups: (i) primary articles; 

major groups and fourteen (ii) fuel, power, light and lubri- 

groups in the index. As far cants; and (iii) manufactured 

as possible, all identifiable products. The most important 
items which were treated as change resulting from the 
quotations in the existing index revised classification is that 
(without a separate weight) sub-groups such as edible oils, 
have been treated as separate sugar, gur and allied products, 
commodities in the revised and processed foods (which 
index, and weights have been involves some manufacturing 
allocated to each of them. process) would be shown under 

It may also be mentioned ‘Manufactured Products’in the 
that the grouping of commodi- revised series. In the 1961-62 
ties in the revised series is series, these were being shown 
according to the Standard under “food articles”. 

Industrial Classification and Table II shows revised (1970- 
not according to the Standard 71 = 100) monthly index 
International Trade Classifica- numbers of wholesale prices 
tion as was the case in the from April 1971 to November 
1961-62 series. This change 1976. The corresponding exist- 
has been made in order to bring ing index numbers shifted to 
about greater uniformity in the the new base 1970-71 by arith- 
classification system among metic conversion method arc 
wholesale price index, the agri- also shown side by side for 
cultural production index and purposes of comparison. At 
the industrial production all commodities level, the arith- 
index. Following the Standard metic conversion factor between 
Industrial Classification in the the revised and the existing 
revised series commodities have series is 1.811. 

Table I 


Index Numbers of Wholesale Prices—Distribution of Weights 
of Major Groups and Groups (Base 1970-71=100) 


Weights 

ALL COMMODITIES 

1000.00 

Primary Articles 

416.67 

Food articles 

297.99 

Non-food articles 

106.21 

Minerals 

12.47 

Fuel, Power, Light and Lubricants 

84.59 

Manufactured Products 

498.74 

Food products 

133.22 

Beverages, tobacco and tobacco products 

27.08 

Textiles 

110.26 

Paper and paper products 

8.51 

Rubber and rubber products 

12.07 

Leather and leather products 

3.85 

Chemicals and chemical products 

55.48 

Non-metallic products 

14.15 

Basic metals and metal products 

59.74 

Machinery and transport equipment 

67.18 

Mi$c$. products 

7.20 
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Years/ 

Months 


Table II 

Monthly Index Numbers of Wholesale Prices 
Revised (1970.71 = 100) and Existing Series (1961-62=100 shifted to 1970-71=100) 

1971 1972 1973 1974 1975 1976 

Revised Existing Revised Existing Revised Existing Revised Existing Revised Existing Revised Existing 


January 

— 

— 

107.0 

105.6 

118.5 

117.9 

149.3 

149.9 

176.9 

174.5 

166.4 

160.4 

February 

— 

— 

107.0 

105.6 

120.6 

120.2 

151.8 

152.0 

176.0 

173.1 

164.8 

159.2 

March 

— 

— 

108.1 

105.1 

121.9 

121.5 

157.5 

156.2 

174.6 

170.7 

162.6 

156.3 

April 

101.7 

100.6 

108.7 

106.2 

123.8 

123.0 

161.8 

159.6 

175.4 

170.7 

166.2 

159.3 

May 

102.3 

100.4 

109.7 

106.7 

128.3 

127.8 

166.4 

164.6 

178.2 

173.2 

169.3 

161.4 

June 

104.7 

102.3 

112.1 

109.3 

131.3 

131.7 

170.9 

168.6 

177.8 

172.6 

171.5 

163.6 

July 

106.0 

103.8 

114.6 

111.8 

135.5 

137.3 

176.6 

173.7 

176.0 

170.6 

177.6 

170.4 

August 

107.2 

105.7 

117.4 

114.6 

137.0 

138.6 

179.7 

178.1 

177.6 

172.0 

178.5 

171.2 

September 

107.5 

106.2 

117.1 

114.9 

136.5 

138.3 

182.0 

180.9 

177.5 

171.0 

179.5 

173.1 

October 

106.6 

105.5 

118.3 

116 2 

139.2 

140.9 

180.2 

178.8 

J77.2 

170.3 

177.7 

172.6 

November 

105.1 

103.8 

118.0 

116.3 

143.5 

143.6 

177.6 

176 2 

173 5 

167.4 

176.8 

172.2 

December 

103.9 

102.7 

118.4 

116.7 

143.0 

144.6 

176.5 

174.9 

169.1 

162.6 

— 

— 

Calendar year 
average 

105.0* 

103.4* 

113.0 

110.8 

131.6 

132.1 

✓ 

169.2 

167.8 

175.8 

170.7 

171.9** 

165.4** 


1971-72 


1973-74 


1975-76 


Financial year 

average 105.6 104.0 116.2 114.4 139.7 140.4 174.9 


172.8 173.0 167.2 


♦Annual average of nine months **Annual average of eleven months » 


ANOTHER MILESTONE BY ‘ISARC IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

& WROUGHT PR00UCTS : 

• Resistance Welding Electrodes & Dlscs-Rolled, heat-treated upto 650 mm In 
dia and 50 mm In thickness 

O Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 
Please send your enquiries to : 


THE INDIAN SMELTING ft 
REFINING CO. LTD. 



(Non-Ferrous Division) 

L.B. Shastri Marg, Bhandup, Bombay-400 Q78 


Cable: LUCKY, Bhandup, 
Bombay. 

Phone; 584381 
Telex : IS ARC 011-2384 
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Add a punch 
to your personality 
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to your collection 


Super suitings. The ultimate in 
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about-town. To set the style. 
Exot'C sarees. Mod and 
trad. To turn you on in 
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dress materials. A 
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Win she will 

The latest political developments have written a new scenario for the immediate 
course of economic policy-making by the government. Had the Lok Sabha not been 
dissolved and a general election decreed for March, the central budget for 1977-78 
would be presented to Parliament on February 28, initiating fiscal or other measures 
of economic management for the next financial year or beyond. Now, however, 
this government, in a manner of speaking, has been placed in the position of a care¬ 
taker. It is only after a new Lok Sabha has been elected and a new government 
installed in office that the government of the day will cease to be on this care-taker 
basis. This would take us to the fourth week of March. Even then it will not be 
until May that the new government would be able to go to Parliament with its budget 
proposals for the full year. It could therefore be argued perhaps that the country 
may not expect major economic policy decisions from the government for another 
three or four months. A different point of view, however, is not only possible but 
would probably be far more relevant to the needs of the nation. 

In the first place, although Lok Sabha has been dissolved and a general election 
ordered, there has been no breach in the continuity of the government in power since 
it is not a case of the prime minister resigning along with her cabinet colleagues and 
then being asked to “carry on” by the president. Mrs Gandhi’s administration, 
therefore, is fully entitled to continue to function with full authority and is indeed 
under an obligation to discharge effectively its responsibilities to the people as the 
government in office. Secondly, the economy is admittedly under pressure on various 
fronts and it needs to be ministered to continuously if its stability is not to be 
disrupted or its forward movement arrested. There is therefore a clear need for a 
steady flow of governmental policy decisions at the micro and macro levels. For 
Mrs Gandhi's administration to lock itself out of the business of economic policy¬ 
making for three or four months at the present stage would be to default on its 
service to the country at a time when its services are greatly needed. 

It may be asked whether what is for the good of the country would also be 
for the good of the prime minister and her party in their electioneering. The answer 
is emphatically in the affirmative. While it is proper to think and reasonable to 
expect that the electorate should return to Lok Sabha in sufficient strength a cohe¬ 
rent and constructive opposition, the ruling party is certain to be returned to power 
with a comfortable majority. The responsibility for managing the economy of this 
country on sound lines would consequently remain with Mrs Gandhi and her party 
in the period ahead. Their task would be easier if they would act all along in the 
full knowledge of these prospects and in accordance with the logic of this situation. 

If some of the decisions they will anyhow be taking after March could be taken now 
to the greater advantage of the economy, there is no reason for their not acting 
promptly. Incidentally, the spectacle of the prime minister and her colleagues func¬ 
tioning confidently as the leaders of a party which is certain to be voted into power 
again will be a tremendous electoral asset for them. 

The prime minister, moreover, has made it clear enough that her party will be 
campaigning not only on its record in stabilising the economy and improving its 
performance in the past 18 months but also on the strength of its declared intentions 
of enabling the country to achieve rapid economic growth for the welfare of the 
people. It would therefore be to her advantage and the advantage of her party if the 
government were to promote the credibility of these intentions by taking bold and 
imaginative decisions for speeding up economic expansion, without letting the elec¬ 
tion time-table interrnpt the process. The importance of such a forward thrust 
should be all the more easy to appreciate since the economy has lately been tending 
to falter and founder. 

& f 

Assuming that the Finance ministry has done its home work well, the central 



budget for 1977-78 should provide general 
relief to the economy from the burden 
of indirect taxation as well as substantial 
specific reliefs to a number of industries 
the production or sales of which have 
been affected by restrictive central excise 
duties. If the government were to wait 
for the presentation of the budget in 
May, this much-needed relief to industry 
and the public will be delayed for seve¬ 
ral weeks beyond the end of February. 
There is no justification for this with¬ 
holding or postponement. On the cont¬ 
rary, the fact that the central budget is 
being deferred from February 28 to some 
date in May should be taken advantage 
of by the government for extending imme¬ 
diately central excise duty reliefs to the 
more hard-pressed industries by gazette 
notification. Early action is indicated 
here as this remedial action would greatly 
assist in relieving the production process 
or the investment outlook of much of the 
gloom that surrounds it. Reduction in 
excises duties would also be relevant to the 
anti-inflationary purpose of regulating the 
price level and effecting a decline in the 
requirements of industry for bank credit. 

dismantling controls 

The speedy dismantling of controls is 
another legitimate claimant for immediate 
consideration by the government. In a 
recent publication, “Shortages and High 
Prices-The Way Out”*, Mr L.K. Jha 
has discussed with insight and an insider’s 
information the shortcomings of discre¬ 
tionary controls and has specifically ques¬ 
tioned the wisdom of industrial licens¬ 
ing being continued in any form or to any 
degree. He has convincingly argued that 
there is no recognized or worthwhile 
social purpose which is alleged to justify 
industrial licensing that cannot be better 
served by other forms of government 
intervention including those provided for 
in other existing legislation or adminis¬ 
trative regulations. Mr Jha places on 
industrial licensing or the way it works 
or has been worked a large responsibility 
for delays in production, high manufac¬ 
turing costs, underutilization of capacity 
and general distortion or frustration of 
investment intentions or* decisions. 


‘Published by Indian Book Co.. 36-C, 
Connaught Place, New Delhi-110001; Pp 1.73; 
Price Rs 27.00. 


Hitherto the government has been relying 
on liberalization of policy or relaxation 
of procedures for reconciling the philoso¬ 
phy or machinery of industrial licensing 
with the need for making the economy 
more open and introducing more compe¬ 
tition and dynamism into it. While this 
trend marks a welcome departure from 
the rigid positions of an earlier period, 
the process of change has been neither 
bold enough nor fast enough. As a result, 
there are heavy arrears of progress wait¬ 
ing to be cleared and this could best be 
done by the government doing away with 
industrial licensing lock, stock and 
barrel. It is not too early to tell ourselves 
that it is the continuance of any kind of 
restriction on production that needs to 
be specifically justified at the present lime, 
notits removal. 

primary objective 

The prime minister has indicated that 
the government intends making imagina¬ 
tive use of the substantial accretions to 
the foodgrain and foreign exchange 
reserves. The government has decided to 
import raw cotton for the needs of the 
cotton textile industry and it is also allow¬ 
ing imports of edible oils and oilseeds. 
Its primary and immediate objective is the 
maintenance of industrial production in 
the affected areas and the arresting of 
increases in the prices of the essential 
commodities concerned. But, surely, 
there is much more to be attempted than 
this through intelligent and vigorous uti¬ 
lization of our foreign exchange reserves, 
while a forward-looking policy for the 
management of the foodgrain reserves is 
yet to be formulated. Here, again, Mr Jha 
offers useful suggestions. He advocates 
more liberal allocation of foreign ex¬ 
change for imports of plant and machi¬ 
nery for all those sectors of production 
where early expansion of capacity is in 
the national interest. Power generation 
equipment, for instance, would qualify. 
In the case of foodgrain reserves, Mr Jha 
would like to see some*part of the current 
accumulation diverted from storage to 
the raising of the consumption levels of the 
under-fed sections of the population, the 
process being linked to production-oriented 
or socially desirable schemes for giving 
employment to these people. 

Mr Jha’s other suggestion that the 


government could draw on grain reserves 
with greater confidence if it would make 
forward purchases in world markets 
sounds attractive, but it has to be care¬ 
fully considered whether the trading 
expertise is available. Mr Jha believes that 
trends in world grain markets make it 
reasonably certain that there are no 
great risks in this trading and that, over 
a period, losses will be made good by 
gains or that the losses will not be more 
than what the nation may be losing in 
storage costs of large internally held 
physical reserves or by having to rush 
frantically to world markets in years of 
domestic crop failures. He would evi¬ 
dently look to an official agency such as 
the Food Corporation of India for hand¬ 
ling the forward purchases. Trading 
risks, however, may be reduced if suffi¬ 
ciently competent private trade is also 
allowed to participate. Incidentally, the 
concept of forward purchases, with nor¬ 
mal trade channels participating in these 
transactions, is one which is capable of 
being extended from foodgrains to other 
commodities such as, for instance, edible 
oils and oilseeds and a number of agri¬ 
cultural or mineral raw materials for 
industry where the most economic manage¬ 
ment of fluctuations in domestic produc¬ 
tion or total availability is called for. 

break with past 

Such thinking, of course, means a 
break with the past. At some unfortu¬ 
nate point in our economic history since 
Independence, we seem to have become 
prisoners of the belief that this country’s 
chastity needs to be protected by ensuring 
that its nationals do as little business as 
possible with foreigners or that foreigners 
do as little business as possible with our 
nationals, when the government is not 
there to act as a chaperon. Some dent has 
been made in this faith by a growing 
need of the economy to export which 
could not be indefinitely denied. But the 
fences we have put up around the 
nation’s cloistered virtue remain intact 
for the most part. This might con¬ 
ceivably prevent concepts such as forward 
purchases abroad, especially with private 
trade participating, being taken up for 
consideration without much twittering 
of timid minds. Ail the same, at this 
stage in the fortunes of our economy, 
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these and other 'such venturesome ideas 
need to be pressed on the attention of the 
government. 

This truth, fortunately, has not gone 
entirely unrecognized. Hence the bold¬ 
ness or even the rashness of men (very 
few in all conscience) such as Mr 
B.M. Birla who attempt to shock us into 
jumping out of the rut of what has be¬ 
come our conventional wisdom. Speaking 
recently in Bangalore, he declared that 
the country stood to benefit by permit¬ 
ting foreign aircraft manufacturers to set 
up plants in this country for producing 
the aircraft required by it for military or 
civilian purposes. He was making out a 
general case for the country unhesitatingly 
drawing upon foreign investments in 
order to supplement its own resources for 
its colossal production, consumption, 
employment and investment needs. 

objective circumstances 

The specific example of the aircraft 
industry which Mr Birla gave was 
apparently meant to bring out this 
point spectacularly, but it is quite 
valid in its own right. The objective 
circumstances are that this country 
does not have and is not planning to have 
native facilities for all the aircraft it needs 
for its defence or transport. It is there¬ 
fore spending large sums of money on 
their import and this expenditure is 
bound to increase manifold in the years 
to come. Is there not sense then in 
inviting aircraft manufacturers who are 
exporting to us to come and set up pro¬ 
duction facilities in our own country, 
thereby mobilising and making use of its 
human and material resources and contri¬ 
buting to its possession and development 
of sophisticated technology? The next 
question is : are there not many other 
industries of varying degrees of sophis¬ 
tication in which foreign investments 
could play a similarly fertilizing role? 

Mr Birla*s advocacy of an “open 
mind’* on foreign investments is of course 
a part of his larger thesis of building a 
truly prosperous India in less time than is 
generally thought possible. There is 
need for furious impatience with the 
notion that, because Indian poverty is 
aye-old, it must take at least several 
decades to remove or even reduce it 


measurably. This “go-slow* 9 mentality 
blindly ignores the tremendous advances 
made in technology and the organization 
of human resources which have made 
possible rapid generation of large inves- 
tible resources in economies allowed to 
exploit their full potential. The prime 
minister claims to have dedicated herself 
to a broad, frontal assault on poverty. 
This assault can proceed point by point 
only up to a limit. Beyond that there 
must be a break-through in our thinking 
and a take-off in our action. For Mrs 


During the last several years, the govern¬ 
ment of India has failed to make up its 
mind about the exact meaning and nature 
of bonus, and also under what circum¬ 
stances it should become payable to the 
worker. The latest decision to enforce 
the payment of a minimum bonus of 
Rs 100 per employee for the accounting 
year commencing in 1976 in the case of a 
unit making a net profit — irrespective of 
the fact whether the company has an 
allocable surplus or not — makes non¬ 
sense of the ordinance on bonus law issu¬ 
ed on September 25, 1975, whose central 
thesis was that no bonus would be pay¬ 
able if there was no surplus available for 
distribution. It seems that on bonus, the 
government has been shifting ground from 
time to time keeping in view the political 
and economic climate in the country. The 
latest revision in bonus law is an obvious 
concession to organised labour on the 
eve of the nation-wide election. Unfortu¬ 
nately, the new move of the government 
is likely to open a Pandora's box of dis¬ 
putes between workers and the employers 
threatening industrial peace which has 
been instrumental, to a large extent, in 
pushing up the level of industrial pro¬ 
duction in the country. 

The bone of contention is likely to be 
the profit and loss account because in¬ 
variably the workers would question its 
accuracy as well as its propriety. Whereas 
in the case of central or other taxes, its 
audited accounts are accepted by the 
government for fixing the - liability of a 


Gandhi, the winning of this general elec¬ 
tion is no doubt important business. Win 
it she will, but that alone cannot satisfy 
her. It will not satisfy the nation. Thejre 
is an immediate need for the restrictions 
on and the obstructions to the' growth 
processes of the economy being removed. 
Every day counts for the fulfilment of 
this imperative—including every one of the 
40 days between now and the general 
election or the 75 days or so that will 
elapse before the central budget for the 
next financial year. 


company, the liberty now given in regard 
to the questioning of the income and 
expenditure account of a unit in the fixa¬ 
tion of the bonus is likely to bring up an 
unending number of cases before the 
tribunals leading to increased bitterness 
in industrial relations. The tribunal 
looking into the case of a unit has been 
authorised to appoint another auditor 
for a fresh assessment of the balance 
sheet and the profit and loss account and 
this in itself is likely to prolong the pro¬ 
cedure of disposing of the cases. Bonus, 
after all, is a small part of the total 
wages of a worker and to allow it to 
become a sore point by the latest relaxa¬ 
tions may serve neither the worker nor 
the industrialist. 

If the government believes that by its 
new decision in regard to the payment of 
bonus, it could put an end to bonus dis¬ 
putes between the employer and the emp¬ 
loyee, it is sadly mistaken. Let it be re¬ 
called that the real mischief was done 
when the government started the practice 
of a minimum bonus of four per cent 
irrespective of the fact if the company 
made a profit or loss. The size of this 
mischief was enlarged when by an amend¬ 
ment of bonus law in 1972, the minimum 
payment was raised from four per cent 
to 8J per cent in all establishments. It 
was in 1975 that the “illogicality*’ of 
this step dawned upon the government 
and the bonus law was amended, as stated 
earlier, to make the availability of “alia- 
cable surplus’* a nv*st for the distribu- 
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tion of bonus. The latest move which 
marks a right-about-turn in policy is 
without doubt a political expediency 
without any economic justification. It 
takes this country back to the sixties 
when bonus was erroneously being des¬ 
cribed as a •‘deferred wage*’ and not as 
a share of the worker in the above- 
normal profit of a company. 

measurement of productivity 

According to Mr K.V. Raghunatha 
Reddy, union minister for Labour, the 
government is of the view that increasing 
emphasis should be put on agreements for 
payment of bonus based on production 
or productivity. He also believes that 
such agreements should be for periods 
ranging from four to five years. Similar 
views have been expressed by Mr Reddy's 
predecessors for more than two decades 
and it seems that no effort has been made 
by the government to find out as to why 
both the employers and the workers have 
not been very enthusiastic about it. It is 
usually forgotton that the rise in producti¬ 
vity is not a function of increased human 
input alone. It also depends, to a large 
extent, on the level of technology and 
the plant and machinery in use. Unless 
quality in these areas is improved and 
workers are trained to operate sophisti¬ 
cated machinery, any significant improve¬ 
ment in productivity is hardly feasible. 
Also, in many units the ’measurement of 
productivity from shop to shop is not an 
easy task. This is one of the important 
reasons why the concept of productivity- 
linked bonus has not become popular in 
this country. 

Mr Naval Tata, President of the Emp¬ 
loyers* Federation of India, stated recent¬ 
ly at a conference in Calcutta that there 
was virtually no easy method of measur¬ 
ing productivity which could be uniformly 
applied to different industries, and also 
it was difficult to achieve agreement bet¬ 
ween the employers and the trade unions 
on the variable factors involved. At the 
conclusion of this conference, there was 
almost a consensus on the evolution of a 
bonus formula which covered not only 
productivity but also such factors as 
good attendance, good behaviour and 
discipline. Till a satisfactory model in 
this regard is evolved, it will be necessary 
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to undo the mischief of the Illogical step 
taken by the government last week. In¬ 
stead of creating unnecessary tension 
over the question of payment of bonus 
between employers and employees the 
government had better devote more atten¬ 
tion to the maintenance of stability in 
prices. 

The steadily shrinking purchasing 
power of the rupee, especially since 
March 1976, has not a little to do with 
the current discontent among working 
classes. The continued neglect of the 
consumer goods industries has also 
brought about a situation of in-built 


inflation in the economy with the result 
that the controversial moves made by the 
government from time to time on peri¬ 
pheral matters such as the frequent 
revision in bonus law tend to divert the 
attention of the people from the real and 
basic issues. It has also been recognised 
by the government that the central point 
at issue is the incomes and wages policy 
which should be appropriately linked 
with production and prices. But no worth¬ 
while effort has been made in this regard 
during the past three decades. Frequent 
tinkering with bonus law seems to be no 
more than a diversionary tactic. 


Towards a national 

wage policy 


The fourth industrial relations confe¬ 
rence, held in Calcutta on January 
14 and 15 under the joint auspices of 
the Employers* Federation of India, the 
All-India Organisation of Employers and 
the Standing Conference of Public Enter¬ 
prises, recommended that the government 
of India should evolve and implement a 
national wage policy. Mr A.L. Dias, the 
governor of West Bengal, Mr Naval Tata, 
president of the Employers* Federation, 
and several other participants stressed the 
necessity for a national wage policy. But 
its implications and the difficulties in 
working it did not receive proper consi¬ 
deration at the conference. Mr Dias 
referred, in his inaugural address, to the 
gross disparities in income among workers 
in the organised, unorganised and agricul¬ 
tural sectors and to the ‘‘miserable exis¬ 
tence at the subsistence level" of a vast 
majority of the rural poor; and he 
suggested that while formulating a 
national wage policy the needs of this 
section should be kept in view and that 
the gains in productivity in the agricul¬ 
tural and industrial sectors should be 
equitably shared. # 

Mr Naval Tata stressed the need 
for a clear-cut and rational wage 
policy particularly for the industrial 
sector. He said that it should tackle 
some problems like “vast regional dispari- 
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ties, imbalances within and between 
industries, wide differentials between 
unscientific, occupational wages, automa¬ 
tic escalation of dearness allowance, 
unrelated link between effort and reward 
and the disparities between the organised 
and unorganised sectors and the rural 
and urban incomes". But neither Mr 
Tata nor the other participants in the 
conference clarified how exactly were 
these problems to be tackled. 

vague generalisations 

Many commissions and committees have 
examined in recent years the feasibility 
of evolving a national wage policy but 
most of them have merely stated their 
views in the form of vague generalisations 
which are hardly of any use to policy¬ 
makers as well as to those who are 
actively engaged in day-to-day labour 
problems. For instance, the National 
Commission on Labour had suggested 
that “the wage policy has 16 be framed 
taking into account such factors as the 
price level which can be sustained,, the 
employment level to be aimed at, require¬ 
ment of social justice and capital fomm-’ 
tion for future growth". The commis¬ 
sion had observed that the policy , should 
aim at a progressive increase in real wages 
and it emphasised that “any sustained 
improvement in real wages caanpt.be 



brought about without increasing produc¬ 
tivity” and that keeping living costs 
under check should form “an integral 
part of wage policy”. 

A paper presented to the Calcutta 
conference on behalf of Coal India 
Ltd stated that the broad objectives 
of a national wage policy should 
be avoidance of inflation, raising 
of output, a fair distribution of the 
national income, and improving the 
standard of living of the working class. 
There are also other aspects to be consi¬ 
dered such as the Unking of wages to 
productivity especially in commercial 
establishments, banks and insurance com¬ 
panies, merger of dearness allowance 
with basic wages, and the future of fringe 
benefits. 


practical difTIcultias 

Another paper presented to the confe¬ 
rence made the important point that 
though in the last few years many indus¬ 
tries were suffering from recession and the 
list of sick industries was lengthening, 
additions to the wage bills had been made 
through the Labour Welfare Fund Act, 
increase in provident fund contribution 
and coverage of workmen, employees 
deposit linked insurance scheme, house 
rent allowance and increase in the stipends 
to apprentices under the Apprentices Act. 
It seems clear, therefore, that a wage 
policy at the national level is not feasible 
at present because of the various practi¬ 
cal difficulties. Even so, effort should be 
made to improve the lot of workers by 
ensuring them the timely and adequate 
supply of essential commodities at fair 
prices, by providing houses and develop¬ 
ing infrastructural facilities such as water, 
roads, electricity and hospitals and by 
offering opportunities for education and 
recreation. 

But it is necessary to emphasise that 
the prosperity of workers is closely con¬ 
nected with that of industry and the 
economy. Labour legislation sometimes 
tends to ignore this fundamental aspect 
and imposes obligations on industry 
without any regard to its capacity to pay. 
For instance, a virtual ban has been 
introduced on lay-offs and retrenchment 
without prior approval of the government 
but has it really helped the workers to 


secure job security? Compared to two 
million mandays lost in the second half 
of 1975 due to lock-outs, the figure for 
the first half of 1976 was 4.30 million. 
It is estimated that about 80 per cent of 
the mandays lost in 1976 till September 
was on account of lockouts. 

How did this situation develop? As Mr 
Naval Tata said, “In dealing with cases 
of layoffs or closures, government should 
appreciate that managements would 
never in their wisdom like to commit 
industrial suicide in taking such action 
which would be more harmful to them. 
They are motivated by the desire at any 
cost to maintain the viability of opera¬ 
tions, which are assailed by high prices 
of raw materials, credit shortages, and 
other economic factors. It is my view 
that laws of demand and supply cannot 
be defied and it is impossible to seek 
legislative remedy for job security in 
defiance of economic forces. It may 


strangulate genuine industrial effort if 
bona fide causes, hurting the industry, 
are ignored out of respect for legislation. 
Legislation may suppress the symptoms 
but will not provide the cure. If labour 
law evolution and implementation is in¬ 
tended to be a fore-runner for eventual 
participation of labour in management, 
it has to be meaningful and not self- 
defeating”. 

Though the economic situation in the 
country has improved in many respects, 
several industries continue to be severely 
handicapped due to the lack of demand 
for their products. A large number of 
industrial units remains closed or sick and 
attempts to reopen and revive them have 
not met with much success. The fact that 
the overall industrial production has 
maintained an upward trend should not 
create complacency. Harmony in indus¬ 
trial relations cannot be achieved in 
isolation. 


— 

Eastern Economist Annual Number 1977 

The Eastern Economist Annual Number 1077, dated December 31, 
1976, analyaes the oalna made by indu8try since June 1975 and points out 
the Impediments which have tended to slow down Its onward march. 
Divided Into four sections, It discusses the general problems common to 
all Industries such as Investment, production, productivity, policies and 
procedures followed by detailed studies of basic, capital, intermediate and 
consumer Industries. Research analysts and experts in various fields 
have thrown light on the problems faced by each one of the major 
industries with emphasis on the prospects of growth in the light of the 
changes Initiated by the government in the past one year in particular. 

Priced at Rs. 20 per copy, it carries a series of charts and colour 
graphs. 

Regular subscribers are entitled to receive their copy without extra 
charge. 

Copies can be had from: 

The Manager 
The Eastern Economist Ltd. 

UCO Bsnk Building, Parliament Street, 

New Delhi-110001 
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CAPITAL'S 

CORRIDORS 


Commodity exports * 
Banking 

The three-day commodity outlook 
seminar, which was held here last week 
under the jo : nt sponsorship of the Indian 
Institute of Foreign Trade, the union 
ministries of Agriculture and Commerce 
and the Food and Agriculture Organisation 
(FAO), has expressed optimism about the 
export prospects of sugar, technical oils 
(castor and linseed oils) and oilcakes and 
tobacco. The seminar was the first to be 
organised in a developing country under 
the new FAO facility—assisting of the 
formulation of commodity policies at the 
country levels. 

Although the seminar viewed with con¬ 
cern the wide fluctuations in the inter¬ 
national prices of sugar, particularly the 
fall registered during the last 12 months 
from approximately 40 US cents per 
pound to just eight cents, it considered the 
medium and long-term prospects about 
world trade in this commodity not as 
bleak as they appeared to be. 

suitable understanding 

The seminar called for a suitable under¬ 
standing on international prices of sugar 
so that the producing countries like India 
were not put to undue strain and dis¬ 
advantage. It was revealed at the seminar 
that the FAO had estimated the world 
demand for sugar to grow to around 91 
million tonnes in 1980 and 105 million 
tonnes in 1985. The suitable understand¬ 
ing on sugar prices, the seminar felt, could 
be att lined through creation of a buffer 
stock. The need for a systematic approach 
to allocation of export quotas under the 
international sugar agreements was 
emphasised. 

The seminar stressed the need for utilis¬ 
ing modern research for improving sugar¬ 
cane yield and lowering cost of production. 
The sugar development scheme presently 
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Industrial licensing * 
targets 

being implemented by the government of 
India, it was thought, could improve the 
situation considerably in the coming years. 
The medium and long-term outlook for 
sugar exports from India, it was felt, 
would largely depend on the country’s 
ability to reduce its cost of production so 
as to make prices competitive in the world 
market. 

surplus production 

The FAO sugar specialist. Dr A. Viton, 
disclosed at a press conference after the 
conclusion of the seminar, that the new 
international sugar agreement was likely to 
be reached at Geneva in April. He attri¬ 
buted the sharp setback to the prices of 
sugar during the last 12 months to surplus 
world production—to the order of three 
to four million tonnes. The prices, he 
added, had improved slightly during the 
last few days as a result of large-scale 
purchases of the Philippines sugar by the 
Soviet Union and China. How far this 
trend would continue, however, yet 
remained to be seen? 

It may be mentioned here that as a 
result of the sharp fail in. the international 
prices, exports of sugar from this country, 
which touched the level of Rs 408 crores 
in 1975-76, have come down to just about 
Rs 90 crorcs so far this year. Despite the 
output during the current crushing season 
till lately being better than during the 
corresponding period last year, no alloca¬ 
tions have been made for export. The 
government is expected to make up its 
mind shortly when the international price 
situation prospects become clearer and 
also some firm estimate is available of the 
likely production this year. The latter 
has assumed significance in view of the 
fact that the drought in various sugarcane 
growing areas is understood to have 


affected the sucrose content of sugarcane 
and the earlier expectation of producing 
around five million tonnes of sugar may 
have to be revised downwards. 

Concerning castor oil, the seminar noted i 
that with the production of this technical 
oil in India expected to go up from about 
1.5 lakh tonnes at present to a level of 
nearly four lakh tonnes within a decade, 
India could aim at exporting at least 
40,000 tounes of castor oil per annum. | 
This year’s exports, however, are expected j 
to be higher around 60,000 tonnes in view 
of above-average output. 

market study 

The seminar recommended a market 
study of the end-uses of caster oil with aj 
view to bridging the information gap. It 
also laid a good deal of stress on the 
economies of scale and exploration of new 
markets. 

In respect of linseed oil, the seminar 
felt that although the world market had 
been shrinking over the last decade, the 
recent recovery in the demand for this oil 
was heartening. India, it was pointed out, 
could take advantage of the slow vacating 
of the area under linseeds by the United 
States as the other two main producers, 
namely, Argentina and Canada, appeared 
to be hesitant in extending the acreage 
under this crop. 

The seminar urged special treatment to 
be accorded to the increasing of the unit- 
area yields in the case of castorseeds and 
linseeds. It was pointed out that the 
opportunities for exporting castor oil 
derivatives, such as scbacic acid, were 
quite promising. It was emphasised that 
the problems associated with export deve¬ 
lopment of derivatives such as economies 
of scale of production, wide fluctuations 
m prices, high ocean freight and lack of 
marketing arrangements needed attention. 
A case for evolving a package incentive 
programme for promoting exports of techni¬ 
cal oils, it was felt, deserved consideration. 

The seminar also stressed that in view 
of the high unit-value of sal seeds, this 
industry should be encouraged. Sal seed 
fat, it was pointed out, was a good substi¬ 
tute for cocoa-butter and, thus, there was 
good export potential in this line. The 
export potential of mango kernels too was 
considered to be not insignificant It was, 
therefore, suggested that attention should 
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be paid to the problem oL organising 
collection of these kernels for progefttfng. 

The seminar was of the view that India 
might not lay any great emphasis on 
encouraging the production of spygbeans, 
for relative economics, specially in terms 
of vegetable oil yield, did not favour this 
production. Rice bran, it was felt, could 
be better utilised for augmenting the 
internal vegetable oil resources. 

In regard to exports of oilcakes, the 
seminar suggested a clear-cut ennunciation 
of the policy by the government for a 
rational coordination among the various 
sectors of the industry. 

In regard to tobacco, the seminar stres¬ 
sed the need for a close study of the deve¬ 
lopments in the demand structure and 
pattern abroad. The health hazards 
associated with cigarette smoking and 
vigorous search for alternative materials, 
it was pointed out, were likely to alter the 
demand pattern in none-too-distant a 
future. The current trend, it was empha¬ 
sised, was clearly for mild and low nico¬ 
tine tobaccos. India, therefore, could not 
depend wholly on black soil tobacco. 
Emphasis should be on fast development 
of light soil production ensuring high level 
of quality. The development of flue-cured 
Virginia tobacco in the light soils of 
Andhra Pradesh and the transition zone of 
Karnataka should be vigorously pursued. 

* * 

With the Secretariat of Industrial 
Approvals (SIA) having practically cleared 
the backlog of applications for letters of 
intent and industrial licences, the minister 
for Industry, Mr T.A. Pai, has expressed 
confidence that it will be able to continue 
its useful work more vigorously in the 
future. 

In an informal talk with the members 
of the consultative committee of Parlia¬ 
ment attached to his ministry (the talk 
had to be informal following the dissolu¬ 
tion of all consultative committees of 
Parliament as a result of the president 
dissolving the Lok Sabha on the night of 
January 18), Mr Pai disclosed last week 
that the nurabei of letters of intent issued 
during 19761 was 545 and that of industrial 
licences 662. He hoped that in view of 
the improvement in the economy in the 
recent past* about 1,000 ?letters *of intent 
'would beeonvertediflto^ndustrial licences 
during the current calendar year, This 


might involve capital resources to the tune 
of Its 10,000 erbres. He assured that 
following his discussions with the repre¬ 
sentatives of financial institutions, the 
necessary resources, would be found for 
all genuine entrepreneurs who were keen 
on going ahead with their projects. 

Mr Pai stated that the government was 
particularly interested in the expansion of 
the existing undertakings as this would 
involve relatively lower investment than 
going in for new projects. Another major 
thrust of industrial policy, he stressed, 
was encouraging of modernisation and 
standardisation of the existing plants so 
that production costs could be contained. 

Mr Pai also emphasised that the govern¬ 
ment was very keen on developing the 
backward areas. Out of the letters of 
intent and industrial licences issued in 
1976, 176 letters of intent and 160 indus¬ 
trial licences, he revealed, pertained to the 
backward areas. With a view to provid¬ 
ing further thrust to the development of 
these areas, the government, he indicated, 
had quite a few new incentive schemes 
under consideration. 

Mr Pai also dwelt upon the need for 
mobilising the available resources into 
desired directions. The aim, he observed, 
was directing of resources into areas in 
which scarcities were being felt so that 
shortages could be eliminated in the next 
couple of years. 

* * 

Several important decisions were taken 
at the meeting of the chief executives of 
public sector banks held here last week. 
These included: 

(i) While maintaining restraint on over¬ 
all credit in the interest of containing the 
prices spiral, bank advances should be so 
redeployed that the neglected sectors of 
the economy did not suffer. This will 
involve a certain measure of monetary and 
credit discipline on the part of industry 
and trade, especially in Tespect of credit 
for building up inventories. Banks were, 
however, asked in this connection to see 
that genuine productive endeavours and 
seasonal requirements of the units produc¬ 
ing mass consumption goods did not suffer 

"from inadequacy of credit facilities. 

(ii) No less than 60 per cent of the 
'deposits from the rural and semi-urban 
lareas-should be allocated for advances to 


productive projects in these areas itself by 
the x end of the current Plan period. 
Currently, this credit-deposit ratio is 
around 52 per cent. At the time of the 
nationalisation of the leading banks in the 
country, it was 37 per cent. 

(iii) Credit deployment to the neglected 
sectors should be fostered so as to achieve 
the objective of 33.34 per cent of the 
aggregate advances being made available 
to these sectors (including advances agianst 
foodgrains) by the end of March 1979. 
At present this percentage is around 25.5. 

(iv) District credit plan for all the dis¬ 
tricts in the country should he formulated 
by the end of March 1978. Such plans have 
been drawn up so far for 123 districts. The 
banks were asked to report their progress 
in this regard to the department of Banking. 

(v) In regard to branch expansion, 
banks were directed to open at least one 
branch by the end of June 1978, in each 
of the community development blocks in 
the country. At present, about 900 of 
these blocks do not have banking facilities. 

(vi) The implementation of the differen¬ 
tial interest rate scheme, which has made a 
tardy progress hitherto, should be expedit¬ 
ed in terms of the target of providing 0.5 
per cent of the overall bank advances 
under this scheme. Currently, this per¬ 
centage works out to about 0.38. Banks 
were told that the overall target did not 
apply to the aggregate banking advances; 
it was equally applicable to individual 
banks. They were, therefore, asked to 
achieve this target individually. 

(vii) The guidelines laid down for the 
processing of and grant of bank credit to 
small borrowers should be strictly adhered 
to. The applications of small borrowers 
for loans upto Rs 10,000 should be dis¬ 
posed of within a month. In the case of 
applicants desiring loans above Rs 10,000, 
the requests should be disposed of in not 
more than three months. 

(viii) The banking industry should 
make concerted efforts to improve further 
service to customers and implement the 
recommendations of the committee which 
went into this issue and made a large 
number of recommendations in its interim 
report submitted about a year ago. 

(ix) The banks should also expedite the 
recruitment of candidates from scheduled 
castes and scheduled tribes against their 
reserved quotas. 




-; 127 


JANUARY 28 , 1977 



Kudremukh : a dream comes true 


In a talk broadcast over tho Bangaloro stations! All India 
Radio, which is reproduced here, the chairman-cum-managlng director 
of the Kudremukh Iron Ore Company Limited, gives an informative 
account of a major mining and export project to which the country 
is committed. This scheme occupies a big place in Indo-lrdnian 
economic cooperation and could also mark a great technological 
advance in mining, processing and transportation of Iron ore, one of 
our principal mineral assets. 


For more than ten years, the Kudremukh 
Iron Ore Project has been in the public 
view. Tho iron ore deposits in 
Kudremukh, part of the Kudremukh- 
Aroli-Gangamula range, were discovered 
in 1913 by the late P. Sampath Iyengar, 
a renowned geologist of the then Mysore 
state. But the country began to take 
serious notice of it only in 1966. Then, 
the National Mineral Development Cor¬ 
poration started its pioneering investiga¬ 
tions. 

India abounds in high grade hematite 
ore. There are enough deposits to feed 
our own steel plants and export to other 
countries. The ore in the Kudremukh 
region with comparatively low iron con¬ 
tent would have remained unexploited 
but for the recent technological advances 
and certain favourable factors. 

What are these technological advances 
and what are the favourable factors? 

The process of purifying the iron ore, 
which we call benefication, was revolu¬ 
tionised by the development of techniques 
suited for low grade magnetite ores. 
There was also a great leap in the 
mechanism of transport of solids in slurry 
form. The development of Mangalore 
port, not far away from the ore body, 
was yet another important and decisive 
factor. 

promotion of trade 

Under the able leadership of the 
Shahanshah of Iran, the Imperial govern¬ 
ment of Iran has shown keen interest in 
promoting trade relations and technical 
cooperation with India. On November 
4 last year, the government of Iran 
entered into an agreement with the 
government of India, offering a credit of 
630 million US dollars for the develop¬ 
ment of the iron ore resources of 
Kudremukh. Simultaneously, the National 


Iranian Steel Industries Company entered 
into a contract for the purchase of 150 
million tonnes of concentrate over a 
period of 20 years, beginning from 
September 1980. This would earn for the 
country foreign exchange equivalent to 
about R$ 2900 crores. 

This contract is both a challenge and 
opportunity. Challenge because this leaves 
us with hardly four years to mine the 
iron ore, beneficiate it, transport to the 
new Mangalore port and ship the con¬ 
centrate to Iran, particularly when the 
technology to be used is entirely new to 
this country. There are constraints 
imposed by nature. This hilly and 
hazardous terrain receives about 7000 
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millimetres or 280 inches of annual rain¬ 
fall. the third wettest spot in the world 
and lashed by winds of ICO km per hour 
velocity. 

It is a peat opportunity because this 
project will open the gates of the country 
to vast strides of development in ore 
preparation and open up other mines in 
the region. Our engineers and techno¬ 
logists will have tremendous scope to 
work with new techniques and will be 
exposed to new technology practised in 
advanced countries. 

The undeveloped area of Malnad where 
Kudremukh is situated would soon hum 
with activities with die formation of- 
roads, communications and infrastructural 
facilities. The deepening and modernisa- 
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tion of Mangalore port will stimulate the 
export trade. 

Well. Now you may ask: ‘‘What is so 
special about die Kudremukh ore that it 
should wait for the latest technology to 
unearth it?" 

The known deposits of iron ore in 
north India which feed the steel plants of 
Bhilai, Bokaro, Burnpur, Durgapur, 
Rourkela and Jamshedpur are of 
hematite variety. Certain parts of south 
India are rich in magnetite iron ore. 
Kudremukh ore, though a predominantly 
magnetite ore also has hematite. 

There are two main ore zones: 

(1) The weathered ore which forms the 
upper weathered crust of the ranges. 

(2) The primary ore which constitutes 
the inner core of the ore body. 

zone of transition 

In between the two, there is a zone of 
transition which represents the interme¬ 
diate stage of weathering. The inner core 
of primary ore is very hard (only 
the soft weathered, transitional hard 
weathered ore and hard weathered ore 
estimated to be 610 million tonnes will 
be exploited presently.) 

The iron content of the ore is 39 per 
cent compared to the richer deposits of 
hematite ore elsewhere of plus 60 per 
cent. Kudremukh ore has, therefore, 
to be enriched to 66.5 per cent to make 
it a viable commodity for sale. 

How do we mine this difficult ore and 
enrich it? 

This is precisely ihe job of Kudremukh 
Iron Ore Company. Established in 
April 1976 our organisation has been 
entrusted with the task of mining, enrich¬ 
ing and transporting the ore as slurry to 
Mangalore and to ship it to Iran by 
September 1980. Our headquarters are in 
Bangalore, in Karnataka. Much of the 
design and backroom work are being 
done here. 

The complete project work, including 
planning, design, engineering, procure¬ 
ment, project management, supervision as 
well as operation of the plant for the first 
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three years, under the overall supervision 
of Kudremukh Iron Ore Company, has 
been entrusted to Canadian Met-Chem 
Consultants. They are our mining asso¬ 
ciate and engineering constructor. Being 
a subsidiary of the US Steel Corporation, 
Met-Chem bring to their work a great 
wealth of experience and expertise and 
the technical back-up of some of the 
finest talejits in the western hemisphere. 

Now to acquaint you with the opera¬ 
tion of this project. 

The ore will b^ drilled, blasted and 
crushed to small lumps. The crushed pro¬ 
duct will go to the concentrator plant. 
Here it will be fed with water to auto¬ 
genous grinding mills which are being 
used for the first time in the country. 
These are large rotating drums where 
hard ore and weathered soft ore parti¬ 
cles tumble around and grind each other 
down to small particles. The material is 
concentrated by magnetic separator first 
and then by gravity spirals. The process 
is repeated to achieve a product of about 
66 per cent iron content. 

prevention of pollution 

Every year, nearly 20 million tonnes of 
ore will be mined of which 18.5 million 
tonnes will be fed in the concentrator 
plant. Nearly 7.5 million tonnes of ore 
concentrate will be recovered and the 
balance disposed of as tailings w th 
water. The tailings will be conveyed to 
two earthen dams built across Singsara 
and Lakya rivers, tributaries of the 
Bhadra. This will prevent pollution of 
Bhadra river. The concentrate is pumped 
with water through a 70-km long pipeline 
to Mangalore. Here the slurry, as the 
ore and water mixture is called, will be 
dewatered and made into concentrate 
cakes and stored. This concentrate will 
be exported to Iran in special ship* of 
30,000 to 60,000 DWT capacity. 

We are taking every precaution to 
prevent ecological disturbance and en¬ 
vironmental pollution. The ore body 
itself, stretching to a length of six kilo¬ 
metres and laterally about 800 metres, is 
absolutely bald. The only trees are along 
the Bhadra river and in the valleys. 

We are planning an exhaustive affores¬ 
tation programme on the grassy slopes 


of the mining area; under the expert 
advice of a Forestry and Ecology Adviser. 
Suitable species of trees will be planted 
adopting the latest soil and moisture con¬ 
servation techniques. Due to the heavy 
moisture of the area atmospheric pollu¬ 
tion will be minimal. The township plan¬ 
ned along the natural contours of the 
hills will have all the modem facilities. 
The Bhagawathi forest and the adjoining 
areas are proposed to. be declared as. 
reserve area and will be protected from 
unauthorised cutting of trees. 

resettlement problem 

Fortunately we are not faced with any 
big problem of resettlement ofdisplac:d 
persons. There are hardly 66 displaced 
families and with the help 'of the govern¬ 
ment of Karnataka, houses are being 
built to accommodate these families. We 
also hope to provide job at least for one 
member of each of these families. 

It is not merely in the fi id of construc¬ 
tion of houses the Karnataka govern¬ 
ment is helping us. The entire govern¬ 
ment machinery has extended to us its 
unstinted cooperation. The state PWD 
are constructing the approach road and 
also houses for the displaced families. 
The Karnataka State Electricity Board 
has provided us with the initial power 
requirements for construction. I am ex¬ 
tremely grateful to the chief minister 
and the Industries minister for their con¬ 
tinuous and consistent help, encourage¬ 
ment and guidance. Besides the state 
PWD, another agency which has helped 
us a great deal is the Military Engineering 
Service, who assist us in bull ling bridges 
and houses. 

The Post and Telegraphs authorities 
have been and are very prompt in offering 


their services. Communication facilities 
from Bangalore to Kudremukh, Manga¬ 
lore, Delhi and Montreal have been 
established and are functioning smoothly. 
We are getting equally good cooperation 
from all central government depart¬ 
ments and agencies. T am indeed grateful 
to them. 

Though the overall construction res¬ 
ponsibility for the project rests with 
Met-Chem, Indian experience and skills 
are fully utilised. Hindustan Steelworks 
Construction Company, a public sector 
organisation, is entrusted with major 
civil engineering and stru tural work. 
MECON, a public sector consultancy, is 
closely associated with the detailed engi¬ 
neering of the project. More Indian 
public and private sector organisations will 
find opportunities as we go along in our 
swift stride. 

earnest endeavour 

We are constantly reminded of our 
obligations to the country which has 
entrusted us with this project on a “War- 
footing". I am borrowing a cliche. But 
then if you look at our adherence to time 
schedule, system and adoption of modern 
methods and the devotion of every 
engineer, every man and woman in our 
team, you will appreciate our earnestness 
in achieving the goal. 

The select band of Kudremukh team 
with proven expertise in special fields has 
taken to this project in the spirit of the 
crusaders. Their goal is September 1980 
when the first shipment of Kudremukh 
iron ore concentrate will leave the Indian 
shores for the ports of Iran. 

When it does, the first act of the sag? 
would be over. 

The exciting saga will go on. 


Attention Subscribers; 

All subscribers are requested to notify the non¬ 
receipt of a particular issue within a month of the date * ' 
of publication failing which it may not be possible to 
provide replacement copy : ; •;;; f , • • V 
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FOtNTOF VtlW 

prone areas K . R . P , 

Tha author hat made a study of tho drought-prana districts of 
Panehmahals and coma, to the conclusion that as the area undsr forest 
doe linos the incidanca of drought incraasas. Ha racommands various 
spsclas suitabla for planting in different soils in the area. 


Afforestation in drought 


It is common knowledge that there has 
been denudation of forests and indiscrimi¬ 
nate felling of trees during the last few 
years. The result is that the country is 
affected by climatic changes and recurrent 
drought and floods. For the drought prone 
areas of the country, the implementation 
of scientific afforestation policy therefore 
assumes great importance. An attempt 
has been made in this article to study the 
role of afforestation in a drought prone 
district of Panehmahals, Gujarat state. 
Though it is a case study, the inferences 
arrived at may fairly be generalised. 

Drought Prone Areas Programmes 
covers eight Talukas out of 11 Talukas 
of the district. It essentially aims at the 
development of agriculture and subsidiary 
sources of income so as to mitigate the 
severity of the effects of drought. The 
soil in the project area is generally shallow 
and its fertility is reduced due to poor and 
sparse covering and scattered tree growth. 
There are large blank patches and there is 
an absence of natural regeneration in the 
forests. Hence artificial regeneration by 
afforestation is necessary. Ecological 
balance can only be re stored by having 
adequate tree cover over a soil protected 
against erosion. 

declining area 

The area under forests in the Pancha- 
mahals is quite high (29 per cent of total 
area) as compared to state area (9 per 
cent of the total area). But year after 
year the area under forest is declining and 
leading to frequent occurrence of scarcity 
and drought conditions in the region. 
Table I provides the data about the area 
under forest and incidence of drought in 
the recent past. 

Table I reveals that as area under forest 
decreases the incidence of drought 
increases. In other words, there is a posi¬ 
tive relationship between area under forests 
and incidence of drought. Between 1966- 
67 and 1972*73 the net decline in area 
under forest was 36,200 hectares in the 
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Panehmahals district. It was observed 
that while villagers, farmers, cattle grazers 
and children do cut a few twigs and small 
trees to meet their domestic needs, the 
timber contractors and their clients are 
mainly responsible for vast denudation of 
forests in the region without employing 
scientific methods. 

A proper afforestation programme will 
serve the dual purpose of giving Adivasis 
suitable employment and increasing the 
soil fertility by raising subsoil water table. 
It will prevent erosion and limit the 
frequent occurance of scarcity and drought 
conditions. In any scheme of afforestation 
in the drought prone area it is essential to 
study in detail ths types of soil, avail¬ 
ability of water etc. before recommending 
suitable trees and other forest plants. 


Area under forests (’000 hectares) 
Incidence of drought 

1. No. of talukas affected 

2. No. of villages affected by scarcity 
(Total villages—1903) 

3. Population affected 

4. Area affected in sq kms 
(Total area » 8,866 sq kms) 


Generally *in the drought prone areas 
trees such as Ber, Babul, Sitapal, Neem 
etc. may be planted. Table II recommends 
the names of trees with their preference to 
soil types for scientific afforestation. 

In drought prone areas, as far as possible, 
short duration and quick growing trees 
must b: included in the afforestation pro¬ 
gramme. It is learnt that Eucalyptus can 
be felled 7-8 years after planting which 
fetches a net income between Rs 350 and 
400 per acre in the region when planted 
on field borders and bunds. 

A programme of afforestation work has 
alreidy been taken up by the DPAP autho¬ 
rity. But no programme, however brilliantly 
conceived, can succeed without getting the 
local .support. This can be secured 
by directly employing rural labour and 
payment of wages to them directly. In this 
context the following recommendations 
merit consideration for an effective 


Table I 

Area under Forest and Incidence of Drought 
Year 1966-67 1968-69 1972-73 

257.6 239.2 221.0 


1,503 1,650 1,757 

NA 10,44,373 11,00,000 


6,273.0D 7,051.00 8,031.45 



Table 11 

Recommended Species 

Type of soils 

Trees 

Alluvial and sandy soils 

Bamboo, Eucalyptus, Mulberry, Ber, Jackfruit, 
Accacia etc. 

Red and loam soils 

Casuarina, Bamboo, Ber, Eucalyptus, Neem, 
Teak, Tamarind etc. 

Black and brown, soils 

, Mango. Babul, .Mulberry etc. . 
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afforestation programme in the drought 
prone district. 

It will be appropriate to know the 
land use pattern of the district before plan¬ 
ning afforestation programme to be carried 
out. The present land use pattern of 
Panchmahals for which data are available 
is as follows: 

Hectares 


Total geographical area of 


the district 

8,94,000 

Forest 

2,21,000 

Barren uncultivable land 

59,000 

Land put to non-agricultural 


uses 

17,000 

Cultivable waste 

31,000 

Permanent pastures and other 


grazing lands 1 

38,000 

Land under miscellaneous tree 


crops and groves 

— 

Current fallows 

37,000 

Other fatlow land 

6,000 

Total cropped area 

5,55,000 


The above land use pattern reveals that 
ttifere is vast scope in the Panchmahals 
district for afforestation* It is interesting 
to note that there is no land in the district 
under miscellaneous tree crop and groves. 
There is in addition vast barren and culti¬ 
vable waste land in the district. Such areas 
should be brought under trees and other 
forest plants. 

A comprehensive Panchmahals district 
afforestation plan based on the available 
type and texture of soil survey is necessary 
for scientific afforestation. 

Afforestation scheme should have the 
following objectives: 

(a) More production of fuel wood for 
replacing cowdung. The bulk of rural 
population virtually depends upon the 
trees on farm and community land as well 
as from reserved and protected forests to 
meet their growing requirements of fuel 
wood and small timber for agricultural 
implements and rural housing. 

(b) Fodder supply. 


(c) Protection of agricultural land/ 
fields against wind; and 

(d) Recreational needs. 

Indiscriminate felling of trees should 
be prevented by enacting necessary legis¬ 
lation. Intensive propaganda is necessary 
to prepare the villagers to accept the idea 
of afforestation. In this direction NSS f 
Planning Forum, Social Service League 
and NCC volunteers may be drafted. 

Farmers should be motivated for 
farm forestry or social forestry to meet the 
demands of the fuel wood, fodder, etc. 
Institutions such as agricultural colleges, 
agricultural research station and forest 
department may be engaged in this work. 

Afforestation association/tree lovers' 
club may be formed in each village involv¬ 
ing the rural youth and farmers in the 
village, with the sarpanch as its chairman. 

Village forestry on the village common 
land, banks, bunds of tanks, roads etc. 
may be established with needed assistance 
in cash and kind. 


ANOTHER MILESTONE BY MSARC IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 
& WROUGHT PRODUCTS: 

• Resistance Welding Electrodes & Dlscs-Rolled, heat-treated upto 650 mm in 
dla and 50 mm In thickness 

• Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 

Please send yo ur enquiries to : __ 

THE INOUN SMELTING * 

REFINING GO. LTD. 

Cable: LUCKY, Bhandup, 

(Non-Ferrous Division) Bombay. 

Phone: 584381 

LB. Shastri Marg, Bhandup, Bombay-400 078 Taler : ISARC 011-2384 
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New courses: differing 

E. B. Brook directions 


The contrasting methods of Britain and the USA getting their economies 
right serves to point to the extreme complexity of modern state planning 
and to the almost equal influence of outside criticism and local 
requirements , says the author. 


: Two major states in what is generally 
I known as the ‘West’ are off on a new 
economic course. Britain, recipient of 
both an IMF loan of $ 3.9 billion over 
three years and of a medium-term credit 
1 facility of a further S3 billion from Basle’s 
Bank of International Settlements has 
like a sinner partly forgiven, started on a 
course of spending cuts that is already 
producing squeals from local authorities 
and the public as education plans have to 
be abandoned, new houses threaten to 
become scarcer by the spring and food 
prices to rise as subsidies are withdrawn. 
While the British are out to save $1 billion 
this year from their spending programmes 


mounting unemployment at the risk of 
adding up to $16 billion, more to the 
fiscal deficit of about $ 75 billion, the 
British, watched by the IMF and their 
Market partners, will be undergoing an 
uncommon exercise in almost painful 
economy combined, in all probability, 
with some increase in worklessness. 

The two contrasted methods of getting 
two democratic economies right serves 
to point to the extreme complexity of 
modern state planning and to the almost 
equal influence of outside criticism and 
local requirements. They highlight, also, 
the differing, almost opposite, problems 
of statesmen trying to right the economic 


there is a feeling in the air that Britain 
is past the trough in its a&irs and mov¬ 
ing slowly back uphill, although still un¬ 
comfortably near its lowest-ever point. 
The experiences of the last few years, 
and especially of 1976, may have done 
the British no little good in impressing on 
them that real effort is still necessary for 
success and that Market partners are part¬ 
ners and not subjects. It is to be hoped 
that as their prosperity slowly revives 
none of their previous illusions return. 

next evil day 

No one seriously wants recovery in 
Britain to be too sudden or to develop 
too quickly. A too-quickly recovering £ 
could remove from Britain its present 
benefit of sending out cheap exports that 
sell readily. Such a development could 
smother the great overseas selling 
campaign. The Bank of England is likely 
to drop its sales of foreign currency 
reserves and, instead, buy pounds to pre¬ 
vent falls in the slightly improved rate. 
Pounds will be spent no longer to slow 
a slide in its value but to stockpile once 
again stocks of US dollars and other 
hard currencies to build reserves afresh 
against the next evil day. 


WINDOW 

ON 

THE WORLD 


and a further 51.5 billion next year, the 
new American president, Mr Carter, has 
outlined an almost opposite type of pro¬ 
gramme. For the next two years, if he 
can get his ideas past Congress, the US 
public will enjoy extensive tax cuts while 
embarking on a public-works programme 
which will cost something like $30 billion. 
President Carter's economy-recovery 
package spreads this heavy spending 
almost equally over the same two years in 
which the British will be cutting back 
their expenditure to meet the requirements 
of the International Monetary Fund’s loan 
terms. 

While the basic American aim is to 
create jobs and fight back seriously- 


situation of a country depending heavily 
on foreign trade for its well being and 
those of another whose basic economy is 
so strong that foreign trade concerns 
less than 10 percent of its economic 
consideration. 

Contrasting, also, are the current reac¬ 
tions of the two peoples. While the 
Americans watch with some concern new 
experimentation with their fiscal and eco¬ 
nomic position, the British, despite com¬ 
plaints, are feeling definitely more reas¬ 
sured than they were only one month 
ago. Government stocks have been the 
most popular ‘buy’ with the money-minded 
for some weeks; the international value 
of the £ has improved moderately and 


One result of the feverish falls and 
rises in values of currencies almost every¬ 
where has been a marked increase in 
smuggling. The West Germans have 
just decided to tighten up their already 
fairly draconian regulations and penal¬ 
ties; the British Customs and Excise 
collected 25 per cent more duty last year— 
approaching £ 10,000 million—partly in 
fines from unsuccessful smugglers. Far 
more was smuggled than was detected. 
Currency smuggling from Britain was 
probably about £ 10 million, three parts 
of which is suspected to have been suc¬ 
cessful. Nearly two million cigars evaded 
the customs. Of total world move¬ 
ment of various forms of tobacco manu¬ 
factures it is estimated by comparing 
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manufactured totals and export figures 
that more than a quarter of all such 
manufactures reach the consumer clandes¬ 
tinely. Often popular cigarettes are 
illegally exported and then reimported to 
become the most serious competitor in 
sales of those cigrettes offered in normal 
trading. 

Only when national economies and cur¬ 
rency values have recaptured their rela¬ 
tively norma! levels is it probable that 
more rational trading methods will be 
resumed. Not only is smuggling wide¬ 
spread at great profit to the operators in 
ldgh trading areas such as Europe and 
North America; figures and other forms 
of statistics suggest that up to at least a 
quarter and sometimes considerably more 
of the trade in all forms of more expen¬ 
sive commodities or popular luxuries 
pass illegally also in Asi&, Africa and 
Latia America. 

The slow progress of world trade talks 
through GATT in Geneva in the form of 
the almost forgotten so-called ‘Tokyo 
Round’ is not deterring governments 
from taking or, at least, seriously discus¬ 


sing, sizeable efforts in protective legis¬ 
lation. One such is the International 
Trade Commission’s recommendation to 
the US Administration to restrict imports 
of footwear. A quota of 265 million 
pairs of shoes has been suggested as the 
maximum that should enter the USA at 
current duty rates. All imports in excess 
should be subject to much higher duties. 
This would mean a modification of the 
1974 US trade law. Restrictions would 
hit non-communist and communist states 
and a sizeable number of industrially 
developing countries. These would in¬ 
clude Taiwan, South Korea and Brazil 
and, to a lesser extent, India, Hong Kong, 
Mexico and Spain. Shoes imports have 
also been a source of complaint in 
Britain where some shoe factories have 
closed. In the USA 274 shoe factories 
have closed in tfc lalt six years and 
65,BOO workers have lost their jobs. 

The USA is worried also because such 
social movements as the British Trade 
Union Congress’s commitment to hold 
pay increases to a 4.5 per cent ceiling as 
part of its ‘social contract’ and similar 


relatively low wage increase agreements 
in such large-output states as Italy and 
Japan has made the USA a high-rate 
wage increase area once again by compa¬ 
rison. Its wage-increase rate last year j 
was 8.1 per cent compared with one of < 
only five per cent in Japan and of seven 
per cent even in West Germany. Higher . 
wage rate increases elsewhere have since 
moderated and the shift towards parity 
between the United States and European 
basic wages, exclusive of fringe benefits, 
is being halted. With a president com¬ 
ing in with an employment-intensive pro¬ 
gramme, unemployment as his first 
target for improvement and a fast-spend¬ 
ing plan for industrial and social develop¬ 
ment any unfavourable contrast with 
either west Europe or Japan is most un- , 
welcome. The new man in White House 
will be in too much of a spot-light posi¬ 
tion in his first twelve months to have 
time for such marginal matters but, if 
the trend continues, the wages question 
may become strong enough to cause him : 
political discomfort as time goes on j 
and moves towards the next presidential ! 
election. 


US Commission on stockpiling 

Sam Burks 


Limited economic stockpiling of critical imported materials—-whether 
incorporated in existing strategic stockpiles or in a separate public 
reserve—can be “an appropriate tool" to help protect the 
nation's economy from abrupt and severe supply disruptions . 

This is the conclusion arrived at by a special US study on shortages . 


In a report to Congress made public on 
January 10, the National Commission on 
Supplies and Shortages noted that all 
available ’‘geologic, economic and demo¬ 
graphic evidence” indicates that no 
physical lack of resources or cartel 
action is likely to “seriously strain our 
economic growth for the next quarter 
century and probably for generations 
thereafter.” 

The report warns, however, that longer 
lead times, larger capita requirements for 
plant construction and product develop¬ 
ment-together with possible short-term 
cartel pricing actions and embargoes— 
require a stronger US government role 
in interpreting and supplementing market 
activity. 


The commission said that no stockpile 
should be used to stabilise domestic prices 
for raw materials. But it found that “a 
public stockpile of certain imported 
critical materials is a worthwhile insurance 
against sudden and servere supply disrup¬ 
tions and that domestic economic stock¬ 
piles held in cooperation with major 
consuming nations could deter cartels of 
foreign producers.” 

Even this limited recommendation was 
opposed by three Ford administration 
officials on the commission, chairman 
Alan Greenspan of the President’s Council 
of Economic Advisers, Secretary of the 
Treasury William Simon, and James 
Lynn, Director of the Office of Manage¬ 
ment and Budget. In a dissent filed as 

134 * 


part of the report, they suggested that 
stockpiling by private business would be 
sufficient to cushion the impact of any 
sudden supply disruption. They said 
that “private firms tend to stockpile on 
the basis of the perceive-do risk of supply 
interruptions,” and questioned whether 
the government could do a better job of 
estimating suck risks. 

The rest of the commission, made up 
largely of members of Congress, private 
economists, and representatives of busi¬ 
ness and labour, argued that “if stock¬ 
piling is considered desirable as protec¬ 
tion against future supply disruptions or 
short-term market imbalances, public 
stockpiling will have to be undertaken.” 

The commission said that an economic 
stockpile aimed at stabilising world 
prices would have to be much larger and 
more expensive than the type they 
recommended. 

The National Commission on Supplies 
JANUARY 28, 1977 
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and Shortages is :: att' v - executive agency 
created by Congress to address growing 
public concerns over resources availabi¬ 
lity, dependence on imported materials, 
and the ability to deal effectively with 
shortages. 

In its reprot, the commission indicates 
its opposition to several aspects of the 
Ford administration’s announced plans 
for restructuring the national strategic 
stockpile. These new requirements are 
based on estimates of US defence and civi¬ 
lian needs over a three-year full war-time 
mobilisation period. Targets established 
imply a stockpile that will be worth about 
S 10,700 million at 1975 prices, as com¬ 
pared with $ 6,900 million worth of inven¬ 
tory in December 1975 and t 1,100 
million worth in 1973. 

Under the new targets the US govern¬ 
ment will become a major buyer of 
alumina, copper, cobalt, cadmium, 
platinum, zinc, lead and nickel. Large 
existing inventories of chromium and 
manganese will be retained; existing 
stocks of bauxite will be refined into 
alumina, and sizeable quantities of silver, 
tin, bismuth, mercury and antimony will 


be sold. The restructuring is to be 
carried out over lffio 15 years and will' 
require Congressional approval. 

If the stockpile is enlarged as proposed 
by the Ford administration, the commis¬ 
sion recommends that authorising legis¬ 
lation be amended to permit use of the 
strategic stockpile for “economic” pro¬ 
gress in the event of a “severe disruption” 
in the supply of critical material. 

The commission supports the creation 
of a separate economic stockpile if Con¬ 
gress does not permit the strategic stock¬ 
pile to be built up to the levels presently 
contemplated or if economic use of its 
materials is denied. 

In the food area, the commission favours 
creation of a national grain stockpile to 
be used for both humanitarian and price 
stabilising purposes. It recommends that 
the United States take the lead in nego¬ 
tiation of a series of multilateral grain 
stockpiles to be held in other producer 
nations around the world. 

The commission was skeptical about the 
possibilities of commodity agreements. 
It did favour policies to reduce non¬ 


commercial risks for foreign investments in 
raw materials production and an increase 
in the capital of the International 
Finance Corporation. 

Regarding the widespread concern over 
supply availability and the dependability 
of imports, the commission said: 

“Our review of the evidence convinces 
us that resource exhaustion is not a seri¬ 
ous possibility within the foreseeable 
future. Though estimates of world resources 
of most commodities seem to indicate 
that only a few years supply is on hand, 
those figures should be viewed in their 
proper context. To the vaning industry, 
reserves are like food in the pantry. They 
no more represent the ultimate stock of 
raw materials available than does the 
stock of food in a pantry represent the 
ultimate quantity available to a family. 

“However, we should not be uncon¬ 
cerned about the world-resource picture. 
If population growth is not checked and 
if our energy supplies are not made more 
adequate and more secure, serious prob¬ 
lems will eventually result. Issues such 
as these, not worries about the current 
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quantity of raw materials in our •pantry’ 
should occupy our attention. 

‘•With regard to import dependence, the 
commission believes that the growth in 
petroleum imports has helped to foster, a 
misconception. Except for petroleum, our 
dependence has increased only modestly. 
Unless we decide for environmental 
reasons to limit the growth of minerals 


production in this country or to increase 
our self-sufficiency through major govern¬ 
ment support programmes (a policy this 
commission does not favour), the outlook 
is for a continued gradual growth in Our 
imports. It should be pointed out, how¬ 
ever, that this country’s level of depen¬ 
dence presently is substantially below that 
of most other industrialised countries. 


“Rather than become overly worried 
about dependence, we should consider 
the issues recently raised by the Third 
World countries concerning the produc¬ 
tion and sale of raw materials and work 
with them toward viable solutions. And 
we must also be prepared to protect our¬ 
selves against the effects of actual or 
threatened supply disruption.” —USJS 


Investments in Dutch 

industry and research 


In 1974 private enterprises In the Netherlands spent over f 2090 million 
on research work, which represents a rise of almost 17 per cent 
over 1973 . 


The Central Bureau of Statistics in 
Voorburg, The Hague, has published 
figures relating to investments in Dutch 
industry in 1975, 1976 and 1977. The 
data for 1975 have been obtained from 
a comprehensive survey of 14,000 con¬ 
cerns with 10 or more employees. The 
figures for 1976 and 1977 relate to expected 
investments and are based on a random 
survey conducted in May 1976. All 
amounts are in actual prices. 

Investments in the chemical industry 
rose by eight per cent in 1975, and further 
increases of 53 and 18 per cent respec¬ 
tively are expected for the. two subse¬ 
quent years. The metal industry willrecord 
the following changes for the three years 
in question: 1975: + 2 per cent 1976: — 
12 per cent and 1977: — 13 per cent. 

In 1974 private enterprise in the Nether¬ 
lands spent over f 2,090 million on 
research work (by its own employees); 
this represents a rise of almost 17 per cent 
over 1973. As in previous years the metal 
and chemical industries together accounted 
for more than 80 per cent of this expendi¬ 
ture. These data have been derived from 
the results of an annual survey conducted 
by the Netherlands Central Bureau of 
Statistics. Personnel costs totalled f 1,247 
million in 1974, 60 per cent of total 
expenditure. The number of employees 
involved in research (expressed in man- 
years) had dropped from 29,989, in 1971 
to 27,775 in 1974. 

There has been little change in the 
quantitative relationship between the 


various sectors in recent years. Expendi¬ 
ture on research and development work 

Table I 

Investments in Dutch Industry 


by private euterprise in the Netherlands 
(in the ‘‘B” disciplines—mathematics, 
natural science, technical and medical 
disciplines and agricultural science) during 
the period 1970-74 was as given in Table 
II below. 


(in millions of guilders) 



1975 

fixed assets 
1976 

1977 

(estimated) 

Extraction of minerals* 

1,350 

970 

— 

Manufacturing industry 

6,177 

6,108 

6,231 

of which: 




Food, drink and tobacco industry 

1,441 

1,067 

1,207 

Textile industry 

165 

139 

144 

Petroleum industry 

227 

184 

176 

Chemical industry 

1,359 

2,082 

2,452 

Metal industry 

1,992 

1,753 

1,521 

Other industry 

993 

882 

731 

Building industry 

626 

— 

— 

Public utilities 

2,826 

2,931 

2,979 

of which: 




Electricity undertakings 

1,961 

2,024 

2,038 

Gas undertakings 

359 

404 

430 

Water supply undertakings 

506 

504 

512 

Total industry 

10,979 

— 

— 


‘Including investments in the Dutch sector of the Continental shelf. 

Table 11 

Research and Development Expenditure by Private Enterprises in Netherlands 

(in millions of guilders) 



1970 

1971 

1972 

1973 

1974 

Metal industry 

621 

750 

924 

943 

1 094 

Chemical industry 

483 

525 

537 

553 

668 

Food, drihk and tobacco industry 

92 

99 

99 

113 

127 

Other industries 

3!* 

35 

38 

43 

41 

Non-industrial sectors 

105 

116 

123 

138 

160 

All enterprises 

1.335 

1,525 

1,721 

1,790 

2,096“ 
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The latest political deve¬ 
lopments have come as a breath of fresh 
air. We must all see to it that the air 
remains fresh and not turn stale, giving 
out a stench. It is really very important 
that die election should be free and fair. 
This is a common responsibility and its 
due discharge must be a shared function 
of all political parties, the mass media 
and each and every official, semi-official or 
non-official agency having anything at all 
to do with the election. The ruling party 
and the administration, however, have 
certain special and specific obligations. 
Among them is the scrupulous avoidance 
of the use of government resources or the 
abuse of public resources for the promo¬ 
tion of the party’s fortunes at the polls. A 
sincere effort should be made to impart 
a non-partisan character to the coverage 
of news or presentation of views by 
SAMACHAR and ALL INDIA RADIO 
(and TV). The feasibility of panels of 
non-party public personalities being 
attached to these institutions for the 
duration, so that an eye may be kept on 
their functioning, is worth being looked 
into. In any case, no interlopers—what¬ 
ever may be their public role or official 
designation—should be allowed to interest 
themselves in or influence the day-to-day 
functioning of SAMACHAR or ALL 
INDIA RADIO or TV in partisan 
directions when it is dealing with election 
news or activity in the. country. 

Press consorship has been lifted by the 
central government. The word has gone 
to state capitals to give effect to this 
decision immediately. This directive 
should be honoured in letter and spirit. 
Journalists and their organizations should 
interest themselves in ensuring that local 
administrations do not drag their feet. 
Apart from censorship various methods 
have been used to pressurise the press. 
We should be able to assume that these 
coercive exercises will also stop. There 
is no reason to believe that the cause or 


the case of the ruling party will. net 
receive adequate coverage or fair treat¬ 
ment in the pages of newspapers or 
periodicals in the normal course; and it 
should certainly be no part of the aim 
of the party in power to put up obstacles 
in the way of the opposition being simi¬ 
larly served. 

Doubts have boon ex- 

pressed about the election being held in 
a clean and impartial manner. Opposi¬ 
tion politicians are under a professional 
obligation to express such doubts. At the 
same time, it cannot be denied that large 
numbers of citizens are genuinely appre¬ 
hensive. This is because of the political 
history of the past 18 months. They may 
however allow themselves to be reassured 
by the fact that there is no great need 
for the party in power to go out of its way 
to secure a verdict in its favour. It has 
been suggested in some quarters that the 
prime minister’s election decision is a 
gamble. This could be true only in the 
sense that she is gambling on a certainty* 
It is as certain as anything in politics or 
life could be that her party would be 
returned to Lok Sabha with a comfortable 
majority. Its leadership, therefore, has a 
clear interest in not courting charges of 
election-rigging. The credibility of a vote 
returning it to power will be in direct 
proportion to the demonstrable cleanliness 
of the polling process. In this sense, 
Mrs Gandhi is bound to be more con¬ 
cerned with the quality of this vote than 
its quantity. There are definite prospects 
then of the election being conducted, by 
and large, in a manner consistent with the 
proprieties normal to this event or 
process. 

The short notice at which the election 
will be held, it is generally believed, ought 
to restrict the role of money in the 
wooing of voters by candidates or their 
parties. The argument is somewhat 
as follows. Since opposition parties do 
not have enough time to build up their 


MOVING 

FINGER 


war cheats, they may have to operate on 
shoe-string budgets and this would mean 
that there would be less temptation for 
or pressure on the ruling party to loosen 
its own purse-strings much. Incidentally, 
it is also being said in this connection that, 
even if opposition politicians are given all 
the time in the world, they would still not 
be able to attract really big money to their 
party coffers for obvious reasons. For the 
party in power, of course, money has never 
been a problem and it must be even less 
of a problem in the present circumstances. 


Since it is dear enough 

that the ruling party will get back to Lok 
Sabha with a good enough majority, the 
practical aim of the main opposition 
complex should be to put up as impres¬ 
sive a show as possible so that the con¬ 
cept of a plausible constitutional alterna¬ 
tive to the Congress party of Mrs Gandhi 
becomes less nebulous and the possibili¬ 
ties of a viable two-party parliamentary 
system can be taken more seriously by 
the citizens of this country. 

Ft is of course too early for either side 
to count its chickens. A reasonably clear 
picture will emerge only after the ruling 
party has been able to nominate its candi¬ 
dates with a minimum of internal dissen¬ 
sions or factional infighting or the opposi¬ 
tion complex has been able to coordinate 
policy, strategy and above all the perso¬ 
nality factor at individual and group 
levels with a minimum of mental reserva¬ 
tions on the part of its top leaders. 


We must be grateful for 

whatever tickles our sense of humour 
these days. Addressing the sadhus at the 
Kumbh Mela , Mrs Gandhi advised them 
to work among the people to remove 
superstitions. This is rather like exhort¬ 
ing Casanova to preach against the viola¬ 
tion by women of their marriage vows. 
I must confess, however, that I am not 
amufced by her government’s action in re¬ 
incarnating its chief censor into its chief 
press adviser. What is its principal infor¬ 
mation officer meant to be? A QMS post 
pillar? If the idea merely was to reward 
Mr D’Penha for services rendered, a Re¬ 
public Day award 
should have suffic¬ 
ed. His “advice” 
ought to be vigi¬ 
lantly watched. 
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Central Ordnance Depot Delhi Cantt-IIOBIO 


The Commandant invites sealed tenders addressed to Commandant 
COD, Delhi Cantt for supply of the following stores from approved con¬ 
tractors on the list of DGS&D and those registered with the other Govt. 
Departments including Ordnance Supply will fee made according to the 
drawings and specifications obtainable from the Chief Inspectorate of 
Vehicles, Ahmednagar/Jabalpur for MT items, Chief Inspectorate (Bngrs. 
stores) DIGI PUNE-15 for machinery items on payment of Rs 6 per 
drawing or at the price f\s specified by them by remitting the amount in 
advance. Samples of the items can be seen in this depot on any working 
day between 0900 to 1300 hrs. Inspection: Inspection of pilot sample/bulk 
supplies will be carried out by tjhe following inspectors: 


ITEM SERIAL NUMBER 
10, 16 . 18 to 22 & 25 
1 to 5, 9, 11 to 15, 23 & 2S 
6. 7, 8, 17. 24, 26 & 27 
29 


INSPECTING AUTHORITY 
CIV AHMEDNAGAR 
IV JABALPUR 
CIE DIGI PUNB-15 
CIM KANPUR 


GENERAL INSTRUCTIONS : Tender forms and conditions govern¬ 
ing the supply can be had from the Local Purchase Office, COD, Delhi 
Cantt on payment of Rs 2 for each item payable by MRO for local firms 
and by crossed postal order for outside firms addressed to Commandant 
COD Delhi Cantt in adv mce which is not refundable. Money Order will 
not be accepted. Issue of MRO’s/Tcnder forms will be stopped three days 
prior to the opening of quotation. While applying for tender form, firms 
are required to give their vegis'ration number and date if registered with 
any Govt, agency for supply of stores. Request for tender forms should be 
made separately for each item through a separate letter. 

While applying for tender form, firms are requested to enclose self- 
addressed envelope consisting of Rs. 2.33 for one tender form and 0.25 
paise stamp for each additional tender forms. 


OPENING DATE OF QUOTATION 

ITEM SERIAL NUMBER DATE AND TIME OF OPENING 

1 to 15 8 March. 1977 

16 to 29 11 March, 1977 


9. 16961-4-LV7-NSN-DP LV7/NSN Assy cushion asset seat. For 
V/86350- Truck 1 Ton D4W73N Qty 370 Nos 
44700 Sample is available. 

10. 16704-219-MT7- LV6/MT7 Brg ball single thrust 5202 

76-DP 3110-000816 90.48$ x 20.498mm. In HOFT 

3042, SKF/400196. Lorry 4 Ton 

4x4 GS DODGE. Qty 370 Nos. ’ 

11. 16961-47-NSN- LV7/NSN Wire£' Truck 1 Ton 4x4 NISSAN 

DP-76 XOWF3- D4W73N. Qty 338 Nos. 

00149 Sample is available. 

12. 16901-LV7-NSN- LV7/NSN Lining friction. For Truck 1 Ton 

82/PROV-77-DP 2520- 4x4 NISSAN D4W73N. Qty 150 

000832 Nos. Sample is available. 

2520-000333 Facing friction. Applicability as above. 
Qty 3600 Nos. Sample is, available, 

13. 16961-LV7-NSN- LV7-NSN AsSy spring front. For Car Patrol 

82-PROV-76.DP 54010- 60 Qty 400 Nos. Sample is available. 

45700 

14. 16961-LV7-NSN- LV7/NSN Distributor Ignition system. For Truck 

5-77-PROV-DP 2920- 1 Ton 4x4 NISSAN D4W73N Qty 

000048 135 Nos. Sample is available. 

15.16961 -03-LV7-NSN LV7-NSN Shock Absorber Front. For Truck 1 
PROV-76-PD 2840- Ton 4x4 D4W73N. Qty 400 Nos. 

000095 Sample is available. 

2540- Shock Absorber Rear. Applicability as 

000097 above. Qty 430 Nos. Sample is 
available. 

16. 16704-332-MT7 LV6/MT7 Brg Ball JNL S/ROW 85mmx!5Cmm 

DP-75 3110- X 25mm 00 Fit. Inf HOFF/185, RAM- 

000384 LJ 85, SKF-6217 FBC-6217 and poll 

185. Qty 455 Nos. Sample is available. 

17. 17003-W3-56-76-DP WX-0239 Machine Grinding plain Cylindrical 

Hydraulic precision 250mm dia swing 
over table 900mm between centres 
415 VAC. SpnNo IND/ENG/PROV/ 
0532 Qty I Nos. 

18. 16704—152- LV6/MTJ3 Bonnet cover and Radiator Muff. 

MT 13-DP 76 IA-130294 For Truck 1 Tun 4x4 DODGE 


SI. Case/File No. Section/ 
No. P-irt No. 


(1) (2) 

(3) 

1. 16961-LV7/TMB- 
60-PROV-76-DP 

LV7/TMB 
000 389 0703 

2. 16961-LV7-NSN- 
58 PROV-76-DP 

LV7/NSN 

2510.000180 


55023-45700 

55020-44720 

3. 16961-01-LV7- LV7/NSN 

NSN PROV-77-DP LU 4I4-I2V 

4 16961-LV7-MAN- 
68 PROV 76-DP 

LV7/MAN 
VFJ/13/0503 

5. 16961 48-NSN-76/ 
PROV/76 DP 

LV7-NSN 
2530 0)0670 

6. 17003 W3 82-76- 
PROV-7S-DP 

W3-NIV 1- 

2930 

7. 17003-W3126 
PROV-73 DP 

W4 0144 

8. 17003-W4-64- 
76 DP 

W4/WX- 

6239 
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Designation! 

Dsscription/Spn. 


(4) 


Special wrench for fuel line 
17 x 19mm opening. Qty 480 Nos 
For all TMB Models. Sample is 
available. 

Spring leaf No 3 rear spring 
For Truck 1 T&i 4x4 NISSAN. 
Car Patrol 60. Qts 465 Nos. Sample 
is available. 

Assy spring rear LH. Applicability 
as above. Qty 200 Nos. Sample is 
available 

Bulb TVs (Lucas) 12 Volts 48/50 
For NSN TRUCK 1 Ton and Car 
Patrol 60S CWI\ Qty 8%00 Nos. 
Sample i; avail’.bb. 

0.8 ATM Radiator Cap For Ly 3 
Ton 4X4 GS Shaktiman 415KIAR 
Qty. 2000 Nos. Sample is available. 

Sh*»e lined leading “For NISSAN* 
One Ton D4W73N. Qty 500 Nos, 
Samphis available. 

Industrial furnace box type hori¬ 
zontal rectangular electric. Qty J 
No. Specification will be provided 
at the time of issue of tender form. 
Accessorics/Literature required. 

Pros* straightening screw hand 
operated 60 Ton 1220mm (“48*’] 

mteawsii ns 

sories/Litcrature required as per 
specification. 

Wheel wire scratch brush steel 
crimped steel shed 300mm (12 # l 
disx50mm (2*) widthX31* 8mm(lf 
bore x 0.254mm (33 medium WG! 
D gNo 1332-C (Canning) Qty 390 
Nos. Sample is available. 


Power Wagon Qty 110 Nos. Sample is 
available, 

LV6/MT2 Extractor pully rivet Motor Cycle 
5120- chain. Common user item. Qty 3120 
000743 Nos. Sample is available. 

LV6/MT2 Socket spanner 820 in As Drg No. 
5120-99- CHEME(V) 1092/2. Qty 1620 Nos. 
$03-0256 Sample is available. 

LV6-MT4 Commulator Assy for Lorry 3 Ton 

2920- 4 x 4 SHAKTIMAN Lorry 3 Ton4x4 

000422 TMB Qty 450 Nos. 

22. 16704-LV6-MT3- LV6-MT3 Lamp filament 12 Volts 3.6 Watt MCC 
206-76-PROV-DP 6240-99 Clear. Qty 69000 Nos. Sample is 

995-1248 available. 

23. I6961-LV7-NSN- LV7-NSN Assy vane shaft. For Truck 1 Ion 4x4 

9-PROV-DP 21020. NISSAN D4W73N. Qty 1100 Nos. 

55101 Sample is available. 

24. 17003-W3-68- W3-L/NIV- Hydraulic Test set consisting of one 

75-DP 2979 Double acting Air. Hydro pump Radio 

1-256 mounted on a framework com- 
pleto with reservoir and connection 
pipe work single pressure stop valve 
and hydraulic gauge (10") dia 3-40000 
Psi. Qty 1 Nos. 

Specification will be provided with 


19. 16704-201-MT2- 
76-DP 

20. 16704-197-LV6- 
MT2-76-DP 

21. 16704-256-LV6- 
MT4-DP 


25. 1696LLV7.TR. CIM(B) 

100-PROV-76- 1101-37 

D* 

26. 17003-W3-55- WX-0358 

74-DP 


27, r7003-W3-97- WX-0181 
76-DP 


28. 16961-57-LV7- 
NSN76-DP 

29. 17003-L3-16- 
76-DP * 


LU-414- 

12V 

NIV 


Tender Form. 

Cover canvas 2438 mmxl701. 8mm 
Trailer I Ton Whld GS Qly400Nus. 
Sample is available. 

Detector crack magnet with 760mm. 
longx 43.755 C42 maximum sectional 
area 240 HAC Acccssories/Liteiature 
Required as per Spn No IND/HNG/ 
PROV 0102. Qty 1 Nos. Sample js 
available. 

Drill electric portable light duty 6.35mm 
dia MS 240 VAC. Qty 40 Nos. Sample 
is available. SpnNo IND/ENGJPROV) 
G603 

Bulb TVS (Lucas) 12 Volts 40/50 Qty 
17409 Nos. Sample is available. 

Electro analyser. Qty 1 Nos.JSpn, stfU 
be provided along wi fh the lender wtm 
dftvp 684(11 l)/l6 
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TRADE 

WINDS 


State Plans 

The Planning Commission 
has finalised annual Plan out¬ 
lays of Punjab, Karnataka, 
Haryana, Nagaland, Tripura 
and North-Western Council 
for 1977-78 in discussions with 
state leaders. The outlays 
will be: Punjab Rs 257.50 
crore, Karnataka Rs 230 
crore, Haryana Rs 148.40 
crore, Nagaland, Rs 19.27 
crore, Tripura Rs 15.78 crore 
and North-Lastern Council 
Rs 26.78 crore. 

Punjab 

Punjab's outlay finalised at 
a meeting with chief minister 
Mr Zail Singh, has been fixed at 
Rs 257.50 crore—Rs 35.50 crore 
more than the current year’s 
annual Plan. The state’s fifth 
Plan outlay is Rs 1,013.49 
crore. Actual expenditure 
during 1974-75 was Rs 137.05 
crore and in 1975-76 Rs 167.25 
crore. The approved outlay for 
the two terminal years of the 
fifth Plan (1977-79) is Rs 500 
crore. 

Punjab will provide adequa¬ 
tely for the steeply increased 
outlay on Beas power and 
irrigation project. It will also 
meet the needs of the accele¬ 
rated growth for the rural 
electrification, elementry edu¬ 
cation and communications. 

Nagaland 

Nagaland governor MrL.P. 
Singh attended the meeting 
to finalise the states annual 
Plan at Rs 15.78 crore. Mr 
S. Sengupta, chief minister of 
Tripura attended the meeting 
on behalf of Tripura. The 
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fifth Plan outlay for Nagaland 
is of the order of IU> 83.63 
crore. The actual expenditure 
was Rs 14.67 in 1974-75 and 
Rs 15.82 crore in 1975-76. 
The approved outlay for 
1976-77 is Rs 17.70 crore, and 
for the two terminal years of 
the fifth Plan Rs 36.09 
crore. 

Tripura 

For Tripura, the actual ex¬ 
penditure was Rs 10.18 crore 
for 1974-75. Approved outlay 
for 1977-79 is Rs 32.65 crore. 
Greater attention would have 
to be paid to the development 
of rubber and possibly coffee 
and tea. Its immense poten¬ 
tialities for growing these 
items were stressed. 

North-Eastern Council 

The outlay for the annual 
Plan 1977-78 for North-Eastern 
Council is Rs 26.78 crore 
including Rs 4.80 crore for 
agriculture and allied pro¬ 
grammes. A provision of Rs 83 
lakh has been made for foun¬ 
dation of seed potato farms 
in Manipur, Nagaland, Aruna- 
chal Pradesh, Meghalaya and 
Mizoram and for regional 
ginger station, Mizoram. 

Karnataka 

The outlay of Rs 230 crore 
for Karnataka is Rs 14.07 
crore more than provided in 
the current year’s Plan. Chief 
minister Mr Devraj Urs and 
state Finance minister Mr M. Y. 
Ghorpade attended the meet¬ 
ing. The annual Plan takes 
care of the priority sectors 
ensuring that the high invest¬ 


ment on Kftlanadi and Cauvery 
project is maintained without 
affecting the progress in the 
social services sector. Karna¬ 
taka’s fifth Plan is of the 
order of Rs 997,67 crore. 
The actual expenditure was 
Rs 121.52 -crore in 1974-75 
and Rs 176.13 crore in 1975-76. 
The approved outlay for the 
two terminal years of the 
fifth Plan is Rs 495 crores. 

Haryana 

The Planning Commission 
has sanctioned Rs 148.40 crore 
for Haryana’s annual Plan 
1977-78. The outlay was 
finalised at a meeting between 
deputy chairman of the Planning 
Commission Mr P.N. Haksar, 
and state chief minister Mr B.D. 
Gupta. The meeting was also 
attended by minister of state for 
Planning, Mr Sankar Ghose. 
The sectoral allocation is: 
agriculture and allied services 
Rs 10.83 crore; cooperation 
Rs 22.75 crore; water and 
power development Rs 104.61 
crore: industry and minerals 
Rs 2.56 crore; transport and 
communication Rs 10.63 crore; 
and social and community 
services Rs 15.87 crore. 

Haryana has allocated nearly 
70 per cent of its current and 
next year’s planned allocation 
to irrigation and power. In 
absolute terms, out of the 
total of Rs 137 crore and 
Rs 148.40 crore in 1976-77 and 
1977-78, Rs 95.58 crore and 


Rs 104.6 crore will be under 
this head. 

LIC Business 

The Life Insurance Corpora¬ 
tion of India has recorded an 
increase of 7.3 per cent in its 
individual business during the 
nine months, from April to 
December last calendar year 
over the corresponding period 
of 1975. Its business went up 
from Rs 1253 crores to Rs 1380 
crores, including foreign busi¬ 
ness ofRs 10.28 crores. The 
number of policies also in¬ 
creased from 1,273,230 to 
1,385,925 during this period. 

The southern zone with 
completed business of Rs 388 
crores and 423,764 policies 
emerged on the top followed 
by the western zone with a 
business of Rs 335 crores and 
345,207 policies. The eastern, 
the central and the northern 
zones recorded business of 
Rs 225 crores; Rs 224 crores 
and Rs 198 crores, respectively. 
The number of policies booked 
by these zones stood at 
247,379; 208,032 and 159,147. 
The number of foreign policies 
was 2,396. 

Economic Sea Zone 

This country has notified a 
200-mile exclusive economic 
zone into the seas from the 
coastline. India will have ex¬ 
clusive jurisdiction to exploit 
fishery resources, petroleum 
and natural gas, minerals, 
chemicals and plants and set 


For Sale from Ready Stock/Ex-Manufacture 

(1) Sulphuric Acid 98% (2) Oleum 20% 

Delivery: Normally within 30 days of Firm's Prepaid 
order. 

Price : Will be intimated on enquiry- 

interested parties/firms may contact the General 
Manager, Ordnance Factory, Bhandara, Bhandara 
Ordnance Factory, PO Bhandara-3 (441 906) for further 
detail*. 

•davp 68J (26*) 76 


139 


JANUARY 28, i97? 




up offshore terminals and make 
other economic uses of the 
zone. 

The government has issued 
two notifications—first, under 
the Maritime Zones Act 
1976 (the territorial waters, 
maritime continental shelf. 


a network o| farm informa¬ 
tion centres-cum-depots and 
through organisation of 
demonstration meetings, semi¬ 
nars and conferences in the 
rural areas. 

Hindustan Lever Ltd has 
won the award for develop¬ 


ment of indigenous technology 
in processing and harnessing 
of non-traditional oils such as 
castor oil and rice-bran oil as 
also other minor oils like 
neem, karanja and kusum sal. 
The company has succeeded 
in upgrading these non-edible 


oils to laundry soap grade raw 
materials and in some cases even 
to toilet soap grade materials, 
without recourse to capital- 
intensive process such as fatty 
acid distillation. 

An award for the export of 
technology has been conferred 


exclusive economic and other 
Maritime Zones Act 1976) and 
the second, a notification 
specifying the limits of historic 
waters of India in the Palk 
Strait, Palk Bay and the Gulf 
of Manaar. No person, includ¬ 
ing a foreign government will 
explore or exploit the resources 
of the economic zone without 
obtaining a licence or letter of 
authority from the government 
of India according to the noti¬ 
fication. 

Awards for Chemical 
Manufacturers 

The Indian Chemical Manu¬ 
facturers Association has an¬ 
nounced the names of six 
winners of P.C. Award for 1976. 
The awards will be handed 
over to the winners at the 
annual meeting of ICMA in 
March next. 

Gujarat State Fertilizer Com¬ 
pany Ltd (GSFC) has won two 
awards; one for the develop¬ 
ment of forward technology 
and the other for social progress 
in the chemical industry. GSFC 
has the distinction of being 
the first in adopting steam- 
naphtha reforming process 
for the production of ammonia 
and also double contact— 
double absorption system in 
the sulphuric acid plant. The 
company is also a pioneer in 
the development of a process 
for the removal of phosphate 
and fluorine from effluent 
waters and evolving special 
techniques for combatting air 
pollution. The second award 
has been given to the company 
for its massive effort to educate 
farmers and spread the gospel 
of scientific cultivation through 
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SAFE MANNERS 
AND 

ELECTRIC TRAINS 


The section from Mughalsarai to New Delhi/Delhi of the Northern 
Railway has been electrified. 

All passengers travelling over the section are requested in the 
interest of their personal safety, to observe the following 
precautions: - 

* Oo not stand near the edge of a platform when an electric train is 
coming in. 

* Do not cross the tracks when an electric train is approaching. 

* Do not travel on the roof I You run the danger of being struck by 
overhead wires. 

* Do not cross before a moving electric train. It is difficult to guess 
the speed. 

* Do not come within a range of 2 metres of traction wire and 
do not carry anything which might infringe the safety radius. 

* Do not lean out of the carriage doors or windows lest you strike 
against electric installations. 

* Do not touch bare-handed any person who is in contact with live 
wire. A wooden stick, rubber or paper or paper or any other non¬ 
conductor of electricity should be used, if need be. 

The railway will not be responsible for the loss to person or 
property caused by negligence on their part to abide by the general 
electricity rules. 

ISSUED IN THE INTEREST OF 
SAFETY OF TRAVELLING PUBLIC 


NORTHERN RAILWAY 
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upon Gwalior Rayon 'Silk Mfg 
(Wvg) Co Ltd. The company 
has exported to the Republic 
of Korea technology for the 
manufacture of viscose staple 
fibre. It has also supplied the 
entire plant for the Korean 
project. 

The award for process 
designing and process engineer¬ 
ing of chemical plants goes to 
two companies namely, 
Larsen Sc Toubro Ltd. and 
Engineers India Ltd. Larsen 
gets this award for the manu¬ 
facture of highly sophisticated 
equipment in India for 
nuclear and thermal power 
plant projects, petrochemical 
and fertiliser projects and 
other allied industries. It 
has also carried out the 
process designing and process 
engineering of a number of 
important chemical plants. 
Engineers India Ltd—another 
winner of this award—has 
contributed to the indigenous 
growth of petrochemicals, 
fertilisers and allied industries. 

Relaxations in 
Emergency 

In a broadcast to the 
nation on January 18, 1977, 
the prime minister while 
announcing the holding of 
elections in March 1977, had 
stated that “the rules of emer¬ 
gency are being further relaxed 
to permit all legitimate activi¬ 
ties necessary for the recognis¬ 
ed parties to put forth their 
points of view”. Accordingly 
the state governments were 
advised to: (a) expedite the re¬ 
lease of political detenus held 
under Maintenance of Internal 
Security Act and also review 
the cases being proceeded 
against under the Defence and 
Internal Security of India 
Rules; (b) that public meetings 
for normal political activity 
and electioneering purposes 
should be allowed freely; (c) 
Section 16A of MIS A may 


not be invoked except against 
members of the banned or¬ 
ganisations. If any exception 
is at all required to be made 
the same may be done with the 
prior approval of the central 
government. The central go¬ 
vernment has further decided 
to withdraw powers enjoyed by 
the state governments under 
the Defence and Internal 
Security of India Rules regard¬ 
ing restrictions and control of 
movement of persons and vehi¬ 
cles, punishment for prejudical 
acts, control of meetings etc. 

Press Censorship 
Withdrawn 

In keeping with the assurance 
given by the prime minister 
in her broadcast on January 
18, 1977 and the statement 
made by the minister of Infor¬ 
mation and Broadcasting, Mr 
Vidya Charan Shukla, on 
January 20, 1977 not to enforce 
censorship on the press, the 
government has issued orders, 
according to which, the organi¬ 
sation of the chief censor will 
cease to function with effect 
from January 21. Instructions 
were being issued to revoke 
pre-censorship orders wher¬ 
ever they had been imposed. 
Instructions were also issued to 
withdraw all orders for for¬ 
feiture of printing presses and 
deposit of security for viola¬ 
tion of censorship orders. 

Bright Bars and Wire 
Drawing industries 

The ministry of Industry 
has decided to permit manufac¬ 
turers of bright bars and mild 
steel products to diversify 
their production up to 25 per 
cent of their licenced capacity. 
The units producing bright 
bars will now be able to diver¬ 
sify into the production of 
mild steel wires, while wire 
drawing units producing mild 
steel wire products can diversify 
into^the production of bright 
bars. This facility will be 


available to all undertakings 
coming under the above cate¬ 
gories. The above decision 
was taken by the ministry of 
Industry in pursuance of 
the government’s policy to 
permit fuller utilisation of 
existing installed capacity and 
to allow flexibility in produc¬ 
tion for improving the econo¬ 
mic viability of industrial units 
engaged in the manufacture 
of industrial machinery, 
machine-tools,electrical equip¬ 
ment and steel castings, etc. 

Bright bar and mild steel 
wire products units wishing to 
diversify may submit their 
application in Form 1L along 
with a photostat copy of 
their industrial licence. Details 
of installed capacity with 
actual production during the 
previous 12 months and the 
production achieved by them 


during the previous three finan¬ 
cial years should be mentioned. 
The estimated production of 
bright bars and mild steel wires 
after diversification may also 
be stated. 

IDBI Operations 

The main highlight of the 
operations of the Industrial 
Development Bank of India 
IDBI during the first half (July- 
Dccember 1976) of the current 
accounting year was a sub¬ 
stantial step-up of 30 per cent 
in both sanctions and uti¬ 
lisation of assistance as com¬ 
pared with the correspond¬ 
ing period of the previous 
year. The total assistance san¬ 
ctioned aggregated Rs 245.9 
crores as compared to 
Rs 176.3 crores during July- 
December 1975, the number of 
applications sanctioned having 
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gone up impressively from 
4,569 to 5,950. The assistance 
utilised was higher at Rs 160.1 
crores as against Rs 115.2 
crores in July-December 
1975. 

Direct industrial assistance 
sanctioned rose from Rs 38.4 
crores in respect of 40 pro¬ 
jects during July-December 
1975 to Rs 66.2 crores cover¬ 
ing 78 projects in July-Decem¬ 
ber 1976—an increase of about 
82 per cent in the number of 
projects assisted and 72 per 
cent in value of sanctions. Of 
73 projects, 44 were located/ 
will be located m the specified 
backward districts, concessional 
assistanced sanction to such 
projects being Rs 31.9 crores. 
Around 44 per cent of direct 
assistance was claimed by 28 
projects belonging to five high 


priority industries viz., ferti¬ 
lizer, paper, sugar, textiles and 
cement. The balance sanctions 
were in respect of other core 
sector industries such as basic 
and miscellaneous chemicals, 
iron and steel, industrial machi¬ 
nery etc. 

Sanctions under the machi¬ 
nery bills rediscounting scheme 
increased by 57 per cent from 
Rs 40.8 crores during July- 
December 1975 to Rs 64 crore 
during July-December. 1976. 
Around 33 per cent of the 
assistance' during July-Dccem- 
ber 1976 was availed of by pub¬ 
lic sector utility undertakings 
such as state electricity board 
and state road transport 
corporations as compared to 
only 14 per cent during the 
corresponding period of the 
previous year. 

IDBI Assistance- 


Sanctions under refinance of 
industrial loans at Rs 103.9 
crores were higher by 36 per 
cent compared to Rs 76.3 crores 
in July-December 1975. The 
number of sanctions also went 
up from 3.937 to 5,269. About 
61 per cent of the refinance 
in terms of value and 91 per 
cent in terms of number of 
applications was in respect 
of small-scale industries and 
small road transport operators. 
In the field of export finance, 
sanctions under refinance of 
export credits increased from 
Rs0.5 crore on five applica¬ 
tions to Rs 2.6 crores on seven 
applications; the sanctions 
under direct participation credit 
were Rs 5.9 crores on four ap¬ 
plications as compared to 
Rs 12.2 crores on seven appli¬ 
cations in July-December 1975. 
Sanctioned and Utilised 


The sanctions were mainly in 
respect of export of railway 
wagons and coaches, sugar 
mill machinery and bus chassis 
to Uganda, Kenya and Sri 
Lanka. 

The total effective sanctions 
since inception of IDBI till the 
end of December 1976 
amounted to Rs 1978.4 crores 
(excluding guarantees for 
Rs 34.3 crores). The total 
utilisation of assistance aggre¬ 
gated Rs 1389.8 crores. The 
table below : (i) compares 

the assistance sanctioned/ 
utilised under different sche¬ 
mes of lending during the half 
year July-Decembcr 1976 with 
that in the corresponding 
period of 1975; and (ii) gives 
the total assistance sanctioned/ 
utilised since the IDBI com- 

(In crores of rupees) 


Assistance sanctioned (effective) Assistance utilised 



July- 

Type of assistance December 

1975 

July- 

December 

1976 

July 1964- 
Decembcr 
1976 

July- 

December 

1975 

July- 

December 

1976 

July 1964- 
December 
1976 

1 . 

Direct loans to industrial concerns 
(other than for exports) 

36.65 

55.69 

491.73 

14.74 

35.70 

296.01 

2. 

Underwriting of and direct subscriptions 
to shares and debentures of industrial 
concerns 

1.72 

10.46 

87.33 

3.18 

2.69 

42.86 

3. 

Refinance of industrial loans 

76.26 

103.88 

580.89 

42.76 

58.64 

408.37 

4. 

Rediscounting of bills 

40.78 

64.01 

560.50 

31.57 

47.35 

452.24 

5. 

Subscriptions to shares and bonds 
of financial institutions 

7.10 

3.36 

75.03 

7.09 

2.64 

71.49 


Total project assistance 

162.51 

237.40 

1975.48 

99.34 

147.02 

1270.97 

6. 

Direct loans for exports 

12.18 

5.89 

99.74 

7.66 

10.14 

64.11 

7. 

Refinance of export credits 

0.47 

2.60 

50.46 

6.76 

0.43 

43.59 

8. 

Overseas buyers’ credit 

1.18 

— 

12.21 

— 

1.51 

1.81 

9. 

Foreign lines of credit 

— 

— 

20.50 

1.39 

1.04 

9.33 


Total of 1 to 9 

176.34 

245.89 

1978.39 

115.15 

160.14 

1389.81 

10. 

Guarantees for loans and deferred payments 

— 

... 

26.73 



19.5* 

11. 

Export guarantee 

1.99 

2.90 

7.57 

0.45* 

2.77* 

7.43* 


♦Guarantee executed. 
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menced its operations in July 
1976. 


Rupee-Dollar Rate 

The floor/ceiling rates for 
purchase and sale of US dollar 
currency notes by authorised 
dealers and money-changers 
froxn/to the public have been 
revised, with effect from 
January 19, the Reserve Bank 
announced recently. The new 
rates for buying and selling 
one US dollar are: Rs 8.60 
and Rs 9.00, respectively. The 
previous rates were: buying 
Rs 8.50 and selling Rs 8.90. 

Marketing Awards 

The Institute of Marketing 
and Management-Toshiba 
Anand Batteries Limited 
“ Marketing Man of the Year” 
gold award for 1977 has been 
won by Dr A. Das Gupta, 
General Manager, Interna¬ 
tional Division, Engineering 
Project India Ltd (EPI) a public 
sector undertaking, headed by 
Mr Mohd Fazal. The company 
bagged several contracts over¬ 
seas including building of cities 
from scratch. Dr A. Das Gupta 
also delivered the annual 
lecture on Marketing Horizons 
on January 25, 1977 under the 
chairmanship of Syed Mir 
Qasim, union minister of 
Civil Supplies and Coopera¬ 
tion. 

The two silver awards were 
won by Mr B.R. Bhandari, 
group executive, State Trad¬ 
ing Corporation of India Ltd. 
and Dr M.D. Shukla, mana¬ 
ger (marketing), Bharat Heavy 
Electrical Ltd. These awards 
are also a recognition of top 
class performance in market¬ 
ing by these companies. The 


Directorate of Purchase 
and Stores 

Department of Automlc Energy 
Palton Road, Bombay-400001 


, Tender No: DPS/NAPP/ 
(PP£D)/EEQ/33 to he opened 
on 10-1-77 for KV, 10000 Amps, 
Insulated phase bus duct, has 
been extended - - 


P*R>'). 


upto 10-3-77 
davp §40(370)76 


awards were handed over at 
a special ceremony by the 
President of India on 
January 24, 1977. A panel of 
judges' headed by Brig. B.J. 
Shahaney, Secretary, Technical 
Development, ministry of 
Industry, considered nearly 
40 enteries. 

Capacity Utilisation in 
Engineering Industry 

The Engineering Export 
Promotion Council (EEPC) has 
identified 11 industries in which 
substantial unutilised capacity 
exists. With some support 
from the government that vast 
capacity could be fully utilised 
resulting in raising the export 
earnings from engineering 
goods by another Rs 100 crores 
over the next two years. The 
11 industries are : steel tubes 
and pipes, wire ropes, com¬ 
mercial vehicles, castings and 
forgings, textile machinery, 
batteries, bicycles, power- 
driven pumps, electric motors, 
wagons and coaches, as well as 
wires and cables. 

The EEPC has identified 
these industries having, on an 


average, 50 per cent unutilised 
capacity after discussing the 
subject with individual com¬ 
panies both in Bombay and 
New Delhi. This micro-level 
approach will continue and 
EEPC may identify more sec¬ 
tors where unutilised capacity 
could be used for raising 
exports. The Industry minister, 
Mr T.A. Pai, is keen that the 
engineering industry should 
make full use of the present 
unutilised capacity to raise 
both production and exports. 
The EEPC’s efforts in locating 
areas where substantial un¬ 
utilised capacity exists and 
which can be exploited for 
stepping up exports with mimi- 
mum of government support 
and import of equipment, are 
a follow up of official interest 
shown in the subject. 

Engineering Exports to 
West Asia 

The government has decided 
to adopt a multipronged 
strategy to bridge the infor¬ 
mation gap in west Asian and 
north African countries in 
regard to India’s engineering 


capabilities. The Secretary, 
department of Heavy Industry, 
Mr Mantosh Sondhi, disclosed 
recently that an intensive 
publicity campaign would be 
launched in this region and 
foreign exchange would be 
made available for this pur¬ 
pose. Films on specific indus¬ 
tries were already being made 
and the commentaries would 
be dubbed in a number of 
foreign languages initially 
English, French and Arabic. 
He was speaking at a seminer 
on engineering exports to these 
countries organised by the 
Association of India Engineer¬ 
ing Industry (A1EI) to coin¬ 
cide with the visit of Indian 
envoys to this region. About 
20 ambassadors from Saudi 
Arabia, Iran Iraq, Morocco, 
Kuwait and Libya among 
other countries participated 
in discussions, along with 
representatives from both pri¬ 
vate and public sector under¬ 
takings. In this context AIEI 
president, Mr. F.A.A. Jasdan- 
walla announced that the 
association had decided to set 
up an office in Saudi Arabia. 


£aitetn Hconomiit 30 If eat* 

JAN. 31, 1347 



Courtesy at the international level would appear 
to be declining from the war-time level when it 
reached nobler heights, than normally, if the 
report appearing in the press that "the USA is 
determined to start collection of reparations from 
Japan immediately, even without full agreement 
on the terms with Russia and other war-time 
allies" is true. The news report gives this message 
a* from the announcement by the US State and 
War Department officials in a broadcast in 
Washington. It appears also that the Director of 
the State Department Office for Far Eastern 
Affairs has announced that an intent instruction 
to General Mac-Arthur is under consideration 


to start early removal of Japanese industrial 
plants and equipment. It might be conceded that 
in so far as the USA has contributed most 
towards the overthrow of the Japanese in the 
Bast, its part of thejapanse reparations win be 
the heaviest; but it is rather difficult to under* 
stand the haste and ungentlemanly manner on 
which USA seems to be made up in taking her part 
of the reparations. It may be mentioned here 
that at the German Reparations Conference 
where there were a larger number of countries 
whose claims for reparations were recognised, 
substantia] satisfaction seems to have been 
obtained by most of the allies. 
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COMPANY 

AFFAIRS 


Kirloskar Brothers 

After meeting all expenses 
and making provisions for 
depreciation and taxation and 
other adjustments Kirloskar 
Brothers Ltd has earned 
during the year ended July 31, 
1976 a profit of Rs 58.44 
lakhs. The directors have 
recommended an equity divi¬ 
dend of eight per cent for 
1975-76. Though this means 
a drop of two points compared 
to the previous year, the 
amount Rs 16.35 lakhs to be 
disbursed by way of equity 
dividend will be one-third 
more than in 1974-75 since 
the bonus shares issued in 
July 1976 will rank for divi¬ 
dend. 

Direct Sales 

The company has terminat¬ 
ed the distribution agreement 
with Kirloskar Tractors Ltd 
for sale of tractors from Sep¬ 
tember 1, 1976. This decision 
became unavoidable owing to 
the change in conditions in 
the last three years. The 
remuneration on sale of trac¬ 
tors was very meagre and did 
not bear a fair relationship to 
the investments required to be 
made and the costs required to 
be incurred for promoting the 
sale of tractors and rendering 
adequate service to customers. 
Moreover interest rates also 
increased in the last three 
years. This business, there¬ 
fore, had become unremunera- 
tive to the company and its fur¬ 
ther continuance would have 
only resulted in an erosion in 
the profits of the company. 

In the first four months of 


the current year sales have 
continued to increase as com¬ 
pared to last year and the 
flow of incoming orders for 
company’s products except 
for machine tools is quite 
satisfactory. 

MICO 

Exports of Motor Industries 
Co Ltd (MICO) reached a 
record level of Rs 117.8 mil¬ 
lion in 1976, an increase of 
more than 30 per cent over 
the 1975 figures. The export 
earnings of the company were 
considerably higher than the 
value of imports and other 
outgoings. The net foreign 
exchange earnings of the com¬ 
pany amounted to Rs 70 million 
in 1976. 

While the bulk of MICO’s 
exports goes to West Ger¬ 
many, France, Italy, Spain, 
Brazil, Argentina and the 
USSR, there has been a signi¬ 
ficant improvement in MICO’s 
exports to Sri Lanka, Thai¬ 
land, Malaysia, Singapore 
and Bangladesh. 

Enfield India 

A new popular model “En¬ 
field 200” incorporating very 
many new features was intro¬ 
duced in the market by Enfield 
India Ltd early last week. 
The new motor cycle has been 
so designed that it competes 
with popular foreign brands 
in overseas markets. The salient 
features of the new model are 
that it has the economy of the 
earlier popular model crusader 
and gives 38 km per litre of 
petrol. It is elegant and has 
a better brake system than the 
previous models. Moreover it 


has been made possible to 
change the wheel in a matter 
of minutes after a puncture 
which is not possible in any 
other motorcycle. 

The production of Enfield 
200 during February would be 
of the order of 500 units and 
would be raised to 800 vehi¬ 
cles per month from March 
onwards. 

Enfield India besides meet¬ 
ing the country’s needs has 
entered foreign markets for 
the sale of its motorcycles. It 
has received orders from 
Nigeria and have enquiries 
from Holland, the UK, West 
Germany, Kenya and Uganda. 

Calico Mills 

The turnover of Calico 
Mills has almost quadrupled 
in the last 10 years and has 
now reached about Rs 100 
crores as a result of the rapid 
implementation of the scheme 
of expansion and diversifica¬ 
tion in its three major opera¬ 
ting divisions — Textiles and 
Garments at Ahmedabad, 
Chemicals and Plastics at 
Bombay and Synthetic Fibres 
at Baroda. Expansion of the 
Polyester Fibre Plant to twice 
its present production capacity 
and the setting up of a modern 
textile processing plant are 
under active consideration. 

In view of the increasing 
magnitude and complexity of 
the task of management, 
therefore. Mr Gautam Sara- 
bhai and Mr Suhrid Sarabhai 
have recommended to the 
board of directors that the 
operating management of the 
company should henceforth 
the entrusted to managing 
directors. Accordingly, Mes¬ 
srs H.T. Bhavnani and B.V. 
Bhatt, until now general 
managers, will be appointed 
managing directors, subject 
to the approval of the share¬ 
holders and government. As 


Mr Bhavnani wishes to be pos¬ 
ted at Bombay due to perso¬ 
nal reasons, the Chemicals ft 
Plastics Division will be look¬ 
ed after by him and the Synthe¬ 
tic Fibre Division by Mr 
Bhatt. 

As an interim measure, 
Mr Kher, director, has con¬ 
sented to look after the Tex¬ 
tile Division up to March 
1978, after which it will be 
handed back to Mr Bhatt. 
Thus, each major operating 
division will receive concen¬ 
trated attention of a top exe¬ 
cutive of the company station¬ 
ed at the principal centre of 
activity of the division. 

Calico has more than 52,000 
shareholders and Mr B.U. 
Balsari, until now General 
Manager, Finance and Jt. 
Secretary of the company, 
will be appointed a whole- 
time director, subject to the 
approval of the shareholders 
and government and will be 
in charge of company affairs 
and Internal Management 
Audit. 

The board of directors will 
be assisted in its task of gene¬ 
ral supervision and control 
of the affairs of the company, 
by a standing committee of 
directors taking joint respon¬ 
sibility, with Mr Suhrid Sara¬ 
bhai as Honorary Chairman, 
Mr S.A. Kher as Deputy 
Chairman, and the Managing 
Directors and wholetime dir¬ 
ectors as members. 

Automobile Products 
of India 

The turnover of Automobile 
Products of India during the 
first five months of the current 
year has improved to Rs 8.6 
crores from Rs 8.1 crores in 
the same period of last year. 
Production was 18 per cent 
higher than in the correspon¬ 
ding period of die preceding 
year. The company has earn¬ 
ed a gross profit of Ra 34 
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lakhtaad after depreciation 
the net profit would be in the 
region of Rs 10 lakhs. 

The hike in oil prices coup¬ 
led with credit restraint had 
disturbed the operations of the 
company. The company, how¬ 
ever, hopes to return to the 
dividend list within the shor¬ 
test possible time. 

The machinery, stores and 
other assets of the Lucknow 
division have been shifted to 
the Aurangabad plant and 
commercial production of the 
rod ends is expected to start 
there shortly. 

Indian Oxygen 

Indian Oxygen Ltd has 
reported impressive improve¬ 
ments in its working results 
during the year ended Sep¬ 
tember 30, 1976. The com¬ 
pany’s turnover at Rs 44.39 
crores inclusive of transport 
and other recoveries, was 14.8 
per cent higher than in 
1974-75. The higher turnover 
reflects mainly increased 
volumetric sales of almost all 
products. A much improved 
industrial relations climate in 
the company and reduced 
power constraints enabled 
better utilisation to be made 
of production facilities during 
the year. 

The sales of the gases divi¬ 
sion at Rs 21.73 crores were 
Rs 2.91 crores more than in 
the preceding year. Higher 
volumetric sales were achieved 
despite increasing competition 
especially in major products. 
The special gases centre com¬ 
missioned during 1975 had a 
satisfactory year and its pro¬ 
ducts served vital and techni¬ 
cally advanced industries which 
were hitherto dependent upon 
imports for their requirements. 
Arrangements are in a advanc¬ 
ed stage to implement the 
letter of intent for the manu¬ 
facture of argon at its Jam¬ 
shedpur factory. A further 


letter of intentwas also reciev* 
ed in September 1976 permit¬ 
ting installation of manufac¬ 
turing facilities for hydrogen 
at its Asansol factory. Steps 
to implement the project have 
been initiated. 

Electrode and equipment 


division's sales at Rs 16.55 
crores were Rs 2.40 crores 
higher than in 1974-75. The 
division continued with vigour 
its development programmes. 
New electric welding equip¬ 
ment introduced includes semi¬ 
automatic and automatic weld¬ 


ing equipment, micro plasma 
welding equipment and a new , 
air cooled torch, A variety of 
new electrodes was introduced 
in the market, including spe¬ 
cial electrodes for pipe weld¬ 
ing, for welding medium and 
high tensile steels and for a 
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variety of hard facing appli¬ 
cations. The company has 
also received the government’s 
approval to manufacture 
plasma cutting equipment and 
this will be put in hand short¬ 
ly. In the field of medical 
equipment a ward vacuum 
unit and an advanced anaes¬ 
thetic machine — the Boyle 
Major — were launched and 
initial customer response is 
encouraging. 

Sales of liquid oxygen explo¬ 
sives at Rs 78 lakhs were the 
highest for several years and 
exceeded the previous year’s 
figure by Rs 25 lakhs. 

The plantand manufacturing 
department’s sales at Rs 1.58 
crores were Rs 64 lakhs lower 
than in 1974-75. However it 
is encouraging that an export 
order for an oxygen plant has 
recently been secured with the 
assistance of BOC. Incidentally 
this is the first export order 
won by our country for an 
oxygen plant. Moreover the 
technical collaborations agree¬ 
ment with Cryoplants Ltd, 
London, for the manufacture 
of low pressure air separation 
plants and nitrogen generators, 
has also been finalised recently. 


Exports sales at Rs 90 lakhs 
were 34 per cent larger than 
in the preceding year. Most 
of the sales were of the com¬ 
pany’s own products, although 
there was an increase in the 
sale of non-traditional. pro¬ 
ducts manufactured by others, 
mostly small scale units. 

The profit for the year before 
taxation amounted to Rs 4.80 
crores as against Rs 3.40 cfores 
while the profit after tax stood 
higher at Rs 1.72 crores as 
against Rs 1.45 crores in the 
preceding year. The directors 
have declared an equity divi¬ 
dend of 18 per cent for 
1975-76. 

At the annual general 


meeting of the company 
to be held *on February 9, 
proposals will be made to raise 
the authorised capital of the 
company from Rs 8 crores to 
Rs 1 i crores. The directors 
will also recommend at this 
meeting a proposal for increas¬ 
ing the subscribed capital by 
the issue of 20,53,333 new 
ordinary shares of Rs 10 each 
as a bonus scrip issue in the 
ratio of one share for every 
three shares held. As a result 
the paid-up capital of the com¬ 
pany would stand at 
Rs 8,21,33,300. These obser¬ 
vations arc contained in the 
chairman, Mr K.D. Moore’s 
annual statement circulated to 
the shareholders of the com¬ 
pany. 

Unit Trust 

The sale of units of the 
Unit Trust of India for the 
half year ended December 31, 
1976 amounted to Rs 21.09 
crores against Rs 12.88 crores 
in the corresponding period 
last year. The repurchases 
declined to Rs 4.11 crores 
from Rs 7.95 crores. As a 
result, there has been an 
increase in net inflow to 
Rs 16.98 crores from Rs 4.93 
crores. 

Of the half year’s total 
sales, Rs 33.56 lakhs were 
invested by non-residents 
under 312 applications as 
against Rs 11.39 lakhs under 
112 applications during the 
corresponding period of last 
year. 

Sales under the Children's 
Gift Plan, which is a part of 
1964 scheme, aggregated 
Rs 34.72 lakhs during the 
half year as against Rs 27.63 
lakhs in the same period of 
last year. 

As at the end of December 
1976 units of the face value of 
Rs 175.75 crores under 1964 


Department of Atomic Energy 

On behalf of the President of India, the Director, Directorate of 
Purchase and Stores, Department of Atomic Energy, Bombay invites 
tenders as detailed below: 

(1) Tender No. DPS/VEC/ENO/418 due on 21-2-77. Spherical Steel 
Shots 3 mm and 5 mm sizes, as per tender specification, for V.B.C. Pro¬ 
ject at Calcutta. Qty: 20 Tonnes. 

(2) DPS/NFC/ENG/275 due on 23-2-77. Fabrication and supply of 
Stainless Steel Pipe Rack as per drawings and tender specifications for 
Nuclear Fuel Complex, Hyderabad. Qty. 2 Nos. 

(3) DPS/RAPS/O&M/ENG/190 due on 28-2*77. Manufacture, 
inspection, testing, tropical export packing, suppiy and guarantee of 
Inconel x 750 compression Springs as per drawing and specification in 
various sizes and large quantities for Rajasthan Atomic Power Station, 
Kota. Import licence will be provided by Purchaser if necessary. Qty: 
4,600 Nos. 

(4) DPS/HWP/PPF/581 due on 4-3-77. Supply of Stainless Steel 
Slipon Type Flanges as per purchaser's tender specifications. 

(5) DPS/M APP/MTL/82 due on 17-2-77. Copper Sheets conforming 
to IS 19721.6mm and 3.15 mm. Qty: 5,360 kg. 

(6) DPS/BARC/ENG/9774 due on 28-2-77. Munufacture and supply 
of precision pins and pulleys as per Purchaser's specifications and draw¬ 
ings in various sizes and large quantities. 4500 Nos. 

(7) DPS/BARC/CAP/2392 due on 14-2-1977. Supply, installation, 
testing and commissioning of centrifugal pump sets, capacity 3650 litres per 
minute against total head 130 metres as per purchaser's specification. 3 Nos. 

(8) DPS/AM D/CAP/263 due on 17-2-77. Power shearing machine, 
shearing length 2000 mm, etc., as per purchaser's specification 1 No. 

(?) DPS/PPED/PPF/943 due on 25-2-1977. Stainless Steel Fittings as 
per Purchaser's tender specifications. 

(10) DPS/BARC/CAP/2393 on 3-3-1977. Canned motor centrifugal 
pump mounted vertically or horizontally with a suitable electric on-line 
starter, discharge capacity 15 Ltrs/Mnt. as per purchaser's specification. 

I No. 

(11) DPS/NFC/CAP/433 due on 14-3-1977. Universal nibbling 
machine, capacities in mild steel /stainless steel straight cutting 8 mm th;/ 

5 mm th. p figure cutting 2.5mm/2mm, louvre cutting 4 mm/3mm, nibbling 
6mm/4mm, etc. with accessories, attachments end tools as per purcha¬ 
ser's specification. 1 No. 

(12) DPS/NFC/CAP/435 due on 25-3-77. Design, manufacture, 
supply, supervision of erection and commissioning of circular saw blade 
sharpeners complete with electrical equipment and accessories, as per pur¬ 
chaser's tender document. 2 Nos. 

(13) DPS/HWP/ENG/923 due date 22-2-77. Supply of alloy stee» 
Studs/Nuts conforming to ASTM A193 Gr 7 and A 194 Gr 2H, as per 
tender specification for Heavy Water Project at Kota, Rajasthan. Qty: 
8,700 Nos. 

(14) DPS/BARC/PPF/R-5/150 due on 7-3-77. Supply of Stainless 
Steel Needle Valves with Tube fittings with Back and fiont ferrules as per 
purchaser's tender specification. 

(15) DPS/BARC/PPF/2684 due on 8-3-77. Preparation of shop 
drawings, manufacture. Inspection, Assembly, testing and guarantee of 
Interconnecting piping alongwith support etc. with purchaser’s free issue 
material as per tender documents. 

(16) DPS/PPED/FAB/288 due on 22-2-1977. Manufacture, inspection 
testing, packaging, supply and guarantee of Shield Plugs as per Purchaser's 
specification and drawings. Qty: 18 Nos. 

(17) DPS/BARC/R-5/FAB/32 due on 25-2-1977. Preparation of shop 
drawings, manufacture, inspection, crating and delivery at R-5 Project 
Site, Bhabha Atomic Research Centre, Trombay of Calandria Support 
Structure as per Purchaser’s tender document and drawings. Qty. 1 Assy. 

(18) DPS/BARC/R-5/EEQ/43 due on 4-3-1977. Design, manufacture, 
testing, inspection, supply, delivery, installation and commissioning at 
site of 415 volts, 35 MVA, Indoor metal clad switch Gear Assembly units 

6 set as per specification. 

Tender documents priced Rs 5/- for items at S. No. 1, Rs 10/- each for 
items at S.No. 2 to 4, Rs 15/- for items at S.No. 5 Rs20/- for items at 
S.No. 6, Rs 25/- each for items at S.No. 7 to 12, Rs 30/- each for items 
at S. No. 13 to 15, Rs 100/- each for items at S.No. 16&17 and Rs 300/- 
for items at S.No. IS and General conditions of contracts priced Rs 0,50 p 
each except for items at S.No. 16 & 17 can be had from the Finance and 
Accounts Officer, Department of Atomic Energy, Directorate of Purchase 
and Stores, 3rd floor, Mohatta Building, Palton Road, Bombay-400 001 
between JO a.m. to 1 p.nr. on all working days except on Saturdays. Tender 
documents and General conditions of contracts will however be issued 
upto 9-2-77,14-2-77.25-2*77, 10-3-77 A 21-3-77 for items « S.No. 7,8,10, 

II A 3 2 respectively. Import Licence will be provided except for items at 
S.No. 5, 16,17 & 18 only if the items are not available indigenously. 
Tenders will be received upto 3 p.m. on the due date shown above and will 
be opened at 4 p.m. on the same day. The right is reserved to accept or 
reject lowest or any tenders in part or full without assigning any reasons. 

davp 645(374)76 
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scheme were outstanding under 
more than six lakh accounts. 

The unit-linked insurance 
plan under unit scheme 1971 
continued to make fairly good 
progress. As many as 1,693 
applicants joined the plan for 
a target business of about 
Rs 1.53 crores as against 1,018 
applicants for about Rs 87 
lakhs in the similar period of 
last year. 

Punjab United 
Pesticides 

Punjab United Pesticides 
and Chemicals is setting up 
* a Rs 1.75 crore project at 
Derabassi in Patiala district 
of Punjab for manufactoring 
600 tonnes per annum of 
Malathion. This joint ven¬ 
ture has been promoted by 
Excel Industries and Punjab 
State Industrial Development 
Corporation. Excel Indus¬ 
tries is providing the techni¬ 
cal know-how, besides giving 
detailed engineering required 
for the project. The project 
cost will be met by share capital 
of Rs 75 lakhs and term loans 
of Rs one crore rupees. Punjab 
and Haryana are predomi¬ 
nantly agricultural states, and 
| therefore will provide a good 
market for the proposed com¬ 
pany’s product — Malathion, 

; which is widely used as an 
insecticide, pesticide and also 
for public health programme 
in the eradication of malaria. 

News and Notes 

The Monopolies and Restric¬ 
tive Trade Practices Commis¬ 
sion passed ‘Cease and Desist* 
orders in the case of M/s 
Muller and Phipps (India) Ltd 
of Bombay and other respon¬ 
dents in December last. The 
orders related to the agree¬ 
ments entered by M/s Muller 
and Phipps (India) Ltd with 
M/&< Unique Beauticare Pro¬ 


ducts Pvt Ltd of Bombay, 
M/s Paramount Products Pvt 
Ltd, M/s. Hakeem Chichi 
Pharmacy, M/s Bombay Trad¬ 
ing Corporation . of Bombay 
and M/s. T.T. Blades of 
Andheri, Bombay; an order 
was also passed in respect of 
its standard form of agreement 
for appointments of stockists. 
These arrangements mainly 
relate to distribution and sale 
of products manufactured by 
M/s Muller and Phipps (India) 
Ltd and also products of other 
manufacturers. 

The respondent is a public 
limited company engaged in 
manufacturing and marketing 
inter alia Cuticura ointment, 
talcum powder and soap and 
it also distributes the products 
of several other manufacturers 
such as tooth brushes, sprayers, 
safety razor blades, gripe water, 
kum kum, kajal etc. 

New Issues 

Punjab Scooters Limited is 
a company in the state public 
sector, promoted by the 
Punjab State Industrial Deve¬ 
lopment Corporation Ltd 
(PS1DC) to manufacture Vijai 
Model 150CC scooters under 
the brand name of “Vijai 
Kesri”. The licensed capa¬ 
city of the company is to 
manufacture 24,000 scooters 
per annum. The technical 
know-how and consultancy are 
being provided by the Scooters 
India Limited, Lucknow, a 
government of India under¬ 
taking, manufacturing Vijai 
DL 150 CC scooters. 

The Vi jay Kesri 150 CC 
scooter is based on design 
and know-how which was pro¬ 
cured by the Scooters India 
Limited from the world renow¬ 
ned scooter manufacturers— 
M/s Innocenti of Italy. The 
scooter has various elegant 


features which distinguish it 
from other scooters of its 
class. 

The factory is located at 
village Kakrala, near Patiala. 
The factory location is well 
connected by rail and road 
with other major towns in 
Punjab viz., Ludhiana, Gobind- 
garh, Patiala etc. and will 
enjoy the benefits of focal 
point. 

The company proposes to 
go into trial production during 
the first quarter of 1977 and 
commercial production shortly 
thereafter. The cost of the 
project is estimated at 
Rs 340 lakhs and it will be 
financed by term loans of Rs 
220 lakhs and equity capital of 
Rs 120 lakhs. Out of the equity 
capital, the Punjab State 
Industrial Development Cor¬ 
poration Ltd has taken up 
shares worth Rs 61.20 lakhs. 
The remaining 5,88,000 equity 
shares of Rs 10 each arc now 
being offered to public for 
subscription. The issue opened 
on Janury 27. It will close on 
February 7 or earlier but not 
before January 29. 

The company will be launch¬ 
ing an effective sales promo¬ 
tion campaign in the near 
future. The effective sales/after- 
sales service, customer recogni¬ 
tion and product improvement 
through an appropriate feed¬ 
back .and effective research/ 
development programme will 
form the basis of company's 
sales promotion strategy. 

With an assured demand for 
the scooters, the company 
expects to have a fairly good 
future and barring unforeseen 
circumstances, will be in a 
position to declare dividends 
within a reasonable period 
after the commencement of 
commercial production. 


Capital and Bonus 
Issues 

Consent has been accorded 
to 10 companies to raise capital 
of over Rs 6 crores. The details 
are: 

Cominco Binani Zinc Limi¬ 
ted, Calcutta, has been accor¬ 
ded consent, valid for six 
months, to capitalise Rs 1.68 
crores out of its general 
reservc/capital reserve and 
issue fully paid equity sha es 
of Rs 10 each as bonus shares 
in the ratio of four bonus 
shares for five equity shares 
held. 

The Printers House Private 
Limited, New Delhi, has been 
accorded consent, valid for 
six months, to capitalise 
Rs 700,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
one bonus share for two equity 
shares held. 

New Standard Engineering 
Company Limited, Bombay, 
has been accorded consent* 
valid for six months, to capi¬ 
talise Rs 29.33 lakhs out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
three equity shares held. 

Albright, Morarji and Pandit 
Limited, Bombay, has been 
accorded consent, valid for 
six months, to capitalise 
Rs 70 lakhs out of its general, 
development rebate reserve and 
issue fully paid equity shares 
of Rs 50 each as bonus shares 
in the ratio of one bonus share 
for two equity shares held. 

Jay Shrec Tea an! Industries 
Limited, Calcutta, has been 
accorded consent, valid for 
six months, to capitalise 
Rs 54,66,650 out of its capital 
redemption reserve and issue 
fully paid equity shares of 
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Rs 10 each as bonus shares in 
the ratio of one bonus share 
for four equity shares held. 

Rainbow Ink and Varnish 
Manufacturing Company Private 
Ltd, Bombay, has accorded 
consent, valid for six months, 
to capitalise Rs 10,43,800 out 
of its general reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in 
the ratio of one bonus share 
for every one equity share 
held. 

T. V. Sundram Iyengar and 
Sons Limited, has been ac¬ 
corded consent, valid for 
six months, to capitalise 
Rs 64 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of two bonus shares for nine 
equity shares held. 

Herbertsons Limited, Bom¬ 
bay, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 14,28,000 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 


the ratio of one bonus share 
for each eqitity share held. 

Tata-Robins-Fmser limited, 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 16.25 lakhs out of its 
general reserve and issue fully 
paid equity shares ofRs 100 
each as bonus shares in the 
ratio of one bonus share for 
four equity shares held. 

Colonr-Chem Limited, Bom¬ 
bay, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 1,54,68,700 out 
of its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of three bonus shares 
for eight equity shares held. 

Maharashtra State Seeds 
Corporation Limited, Akola, 
has communicated to govern¬ 
ment its proposal to issue capi¬ 
tal under Clause (5) of the 
Capital Issues (Exemption) 
Order, 1969, for Rs 85 lakhs, 
equity shares of Rs 100 each 
to meet a part finance for its 
project for production, pro¬ 
cessing and marketing of seeds. 

tnd 

(Per cent) 


Name of the 
company 

Year ended Equity dividend 

declared for 

Current Previous 
year year 

Higher Dividend 




Unichem Laboratories 

Sept 30,1976 

14.0* 

5.0 

Ravalgaon Sugar 

Sept 30, 1976 

16.0 

Nil 

Laxmichan Bhagaji 

June 30,1976 

5.0 

Nil 

Peirce Leslie & Co 

Sept 30,1976 

12.0 

9.0 

Same Dividend 




Porrits and Spencer (Asia) 

Sept 30, 1976 

16.0 

16.0 

Shree Gopal Industries 

June 30, 1976 

Nil 

Nil 

First Leasing Co of India 

Nov 30, 1976 

18.0 

18.0 

Reduced Dividend 




Precision Bearings 

August 31, 1976 

8.0 

12.0 

Tribeni Tissues 

Sept 30, 1976 

14.0* 

15.0 


*On the enlarged capital. 


MINISTRY OF DEFENCE 
INDIAN ORDNANCE FACTORIES 

The General Manager of the following factories invites scaled tenders 
for supply of the following items:— 

ORDNANCE FACTORY: MURADNAGAR (U.P.) 

Heating Element suitable for Pit type furnace as per our spen — 1 Set 
of 30 element. 

Closing date 24-2-77. Tender forms available @ Rs. 10/- by M.O/ 
Postal order/Bank Draft on application upto 12-2-77. 

ORDNANCE CABLE FACTORY: CHANDIGARH-160002 

Rolling of full length Electrolytic Copper wire bare vertically cast into 
Copper wire rod 7.9 mm ± 0.35 mm. City 23000 M/Tons. Tender forms 
available @ Rs 3/- payable by cash as M.O. upto 7-3-77. Closing date 8-3-77. 
ORDNANCE FACTORY: KATNI 

1. TENDER NO. 1563/PV/LP/Advt/525: Rack for Rack Draw Press. 
Drg. No. 35M/118—Qty. 1 No. 

2. Tender No. 1563/PV/Advt/523: Slitting cutter for G Type slitting 
M/L, Drg. No. 58/2A—Qty. 1 Set (8 Nos.). 

3. Tender No. 1563/PV/LP/Advt/524.: Bench Lathe centre height 
80 mm to 100 mm centre distance 500 mm complete with motor, starter and 
1 No. 3 Jaw self centering chuck and 1 No. of 4 Jaw chuck of 150 mm 
holding capacity. —Qty. 1 No. 

Tender forms available @ Rs 5/- each item by cash or P.O. upto 
11-2-77. Closing date 11-2-1977. 

ORDNANCE FACTORY: TIRUCHIRAPALLI—620016. 

Die Block, size 330 x 165 x 115 mm to OFT. Drg. No. SK 1162. Speci¬ 
fication. BS 224/3 or 224/5 (Oil hardened and tempered condition—>16 Nos. 

Closing date 2-3-77. Tender forms available @ Rs 5/- by cash or 
crossed Indian Postal Order upto 8-2-77 on application. 

GUN CARRIAGE FACTORY: JABALPUR 

1. T.E. No. 76/406/56 B. Canvas Cotton 24 Ozs. OG. WP 0.91 
Metre wide to specn: INu/TC/0221 (C) : 1234 Metres. 

2. T.E. No. 76/411/56 B.: M.S. Hoop 0.80 mm thick x 19 mm wide x6.20 
Metres or its multiples long to specn : IS 5872/Grade I : Qty 9000 Kgs. 

3. T.E. No. 76/436/56. B. : Wooden Fitter's Bench size 12’ x 3' x 3’ 
(365.75 x 91.44 x 91.44 Cms.) As per GCF SK 492 : 10 Nos. 

4. T.E. No. 76/750/56 A : NIV M.S. Screws Wood Slotted CSK Hd. 
No. 10 x 35 mm long to specn : IS 6760-1972 : Qty 5.00,000 Nos. 

5. T.E. No. 76/749/56 B: Indexable Face Mills (R.H) with throw¬ 
away Inserts in Grade P-30 to sizes 400 mm dia x 60 mm Bore x 20 Ins 
rts similar to R-265—2—400-24 -S4,: Qty 2 Nos. 

6. T.E. No. & 76/751/56 A : Steel Billet 125 mm to specn: IS- 
4367-40Cr. 1 MO 28 with TS-883 MPa Mix 1 ZOD+54 J with Elonga¬ 
tion (5.65/A) + 15 % Min. The quality Billet will be subject to ultrasonic 
tests to ensure soundness of material: Qty 6500 Kgs. 

7. T.E. No. 76/56—B/VP : Thinner for use with synthetic paint 
specn : IS 1872/1961 : Qty. 4580 Litre. 

Closing date 10-2-77. Tender forms available @ Rs 5/-each by postal order. 
ORDNANCE FACTORY VARANGAON 
Box HIB 

Painted internally and externally with paint ready mixed Air drying 
Matt, finish for general purpose. Brushing/spraying Olive Green to ISC— 
220 of IS 5-1961 to specn. IS: 168-1973 (As applicable for defence use.) 

Drg. No. ISV297-A Sheet 1 DC(I) H295-A 

Drg. No. ISV 297-A Sheet 2 DC(I) 31268-A 

Specn. IA I169(i) DC(I) 31188-A Specn. IA 1279(a) DC(I) 31094-A 

Aide MemoirC'P II : Qty. 70,000.00 Nos. 

Closing date 29-3-77. Tender forms available @ Rs. 32/-by postal 
order (cheque/M.O. will not be accepted) upto 25-2-1977. 

ORDNANCE EQUIPMENT FACTORY KANPUR 

1. T. NO. PV/778 Paint P.F.U. Ammunition Air Drying Brushing Matt. 
Finish O.G. ISC No. 220—(4000 Litres). (Specification No. JSS—16302. 

2. T. NO. PV/801 Supply of Myrabolum Nuts.—1644000 Kgsm. 
(Specification No. Copy of Specn. will be issued along with Tender Form.) 

3. T. NO. PV/833. Supply of Rivets Copper Hose Tinned 16 MM x 
3.15 MM Dia. 575 Kgms. (Specification No. BS: 641-1951) 

Closing date 17-3-77. Tender forms available @Rs 5/- each by postal order. 
AMMUNITION FACTORY: KIRKEB. Poona-3. 

1. Tender Enquiry No. 3753/34/E: (a) Steel sheet 2500 x 1000 x 2.5 

mm thick Specn. BS 1449 pt. 2 B-1964 En 2C OR Specn. IS 1079-1968 gr 
ST 42-1979— Qty. 14,700 Kas. t „ __ , J „ 

(b) Steel sheet 2500 x 1000 mm x 2.5 mm thick Specn. BS 1449 
(latest issue) Pt. 2 B En 2 D. Qty. 27,000 Kgs. 

2. Tender Enquiry No. 3753/27/E: Supply of 16,000 Nos. of fc>x 
a 70 Mk. 1 with packing fitments phosphated and painted with paint 
ready mixed air drying brushing/spraying/dipping matt. finish for general 
purpose for use in defence services, olive green ISC 220 of 15-5-1961 to 
IS 168-1973 or paint stoving to Specn. J.S.S. 16302. 

Closing date 15-2-77. Tender fonns available @ Rs 5/- for item 1 and 
Rs 58/- for item 2. Applications should reach by 31-J-77. _ 

Note: Other details and specification etc. will be supplied alongwith 
tender forms. Tender fees are non-refundable. Further datails ouudso 
be seen in Indian Trade Journal. davp 685(270)76 
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COMPANY MEETINGS 

Sudarsan Trading Company Ltd. 

Registered Office : Calicut-673011 

Speech delivered by Major-General D.C. Misra, M.C. (Retd.), Chairman, at 
the 17th Annual General Meeting of the Company held at the Conference 
Hall, Sudarsan Building’, Chakkorathukulam, Calicut on Thursday the 
27th Day of January, 1977 at 10.30 A.M. 


Gentlemen, 

1. I have great pleasure in 
welcoming you to this 17th 
Annual General Meeting of 
your Company. The report of 
the Directors, incorporating 
the salient features of our per¬ 
formance during the year 
under review, together with the 
audited statement of accounts 
for the year ended 31st July, 
1976, have already been in 
your hands for some time. 
With your permission, I will 
take them as read. 

2. It will be recalled that 
last year I invited your atten¬ 
tion to certain significant events 
and developments that had 
taken place and which in turn 
led to political stability follow¬ 
ed by a visible increase in pro¬ 
duction and an all round eco¬ 
nomic well-being. This favour¬ 
able climate was further im¬ 
proved by the enunciation of 
the 20-point economic pro¬ 
gramme by our Prime Minister. 
This programme has set out 
firm guidelines for an effective 
implementation of sound agri¬ 
cultural and industrial policies 
aimed at a rapid pace of com¬ 
prehensive and balanced deve¬ 
lopment. It is encouraging to 
note that a realistic approach 
has also been made in regard 
to policies affecting wages, 
prices and demands in confor¬ 
mity with professed political 
objectives. The fiscal and taxa¬ 
tion measures have also been 
suitably tailored to suit the 
needs of the hour. In addition 
significant efforts are being 
made for controlling the 
growth of population and keep¬ 
ing inflation in check. The 
Prime Minister’s recent an¬ 
nouncement of the elections 
and the appropriate steps taken 


to restore normalcy in a dis¬ 
ciplined manner would now 
prove beyond any doubt to all 
our critics and pessimists with¬ 
in the country and abroad 
that India is still the largest 
democracy in the world. It 
would, therefore, be reasonable 
for us to view the future with 
renewed optimism. I need 
hardly assure you that your 
Directors will, on their part, 
always endeavour to imple¬ 
ment our Government's 25 
point programme, both in 
letter and in spirit. 

3. Reverting to our own 
sphere of business activity, I 
am happy to report that your 
Company has once again 
made a satisfactory profit of 
Rs. 14.13 lakhs after providing 
for operational expenses and 
depreciation. Considering that 
ours is a comparatively young 
company, learning while it is 
earning, you would agree that 
the overall performance of the 
Company has indeed been com¬ 
mendable. This will be appa¬ 
rent when I refer to the work¬ 
ing of our various subsidiaries/ 
units during the year under 
review. 

4. Sudarsan Chits (India) 

Limited 

The first reference that 
has ever been made officially 
about Chit Funds or Kurics is 
in “Logan’s Manual”, which 
was a chronicle compiled by 
an erudite Britisher and who 
was the Collector of Malabar 
a long time ago. Mr. Logan 
traces the origin of this system 
to the credit needs of the an¬ 
cient village economy of Kerala 
when trade was in terms of 
barter and grain, as a commo¬ 
dity, was used instead of cur¬ 


rency or coins. Later, through 
a process of evolution, the 
system acquired its present 
form with all its attendant con¬ 
tractual obligations between 
the participants and the fore¬ 
man, who assumes responsibi¬ 
lity to run it satisfactorily, 
efficiently and honestly. The 
system caters for the “‘saving 
instinct” and “borrowing 
needs” of the various strata of 
our society. 

5. Past experience has 
established, beyond any reason¬ 
able doubt, that the Chit Fund 
system has played an effective 
role in the economy of the 
country in meeting those credit 
needs of our people which are 
not normally provided for by 
commercial banks or other 
financial institutions. It has 
thus, to a certain extent, assist¬ 
ed in reducing the reliance of 
credit seekers on professional 
money lenders with their often 
impossible terms. It has, in 
addition, assisted in providing 
a degree of financial viability 
to agriculture, trade, com¬ 
merce and industry. 

6. As for our “Sudarsan 
Chits”, it is now common 
knowledge that they owe their 
remarkable success and popu¬ 
larity to their able and ingeni¬ 
ous architect, Shri M. 
Velayudhan, who has over a 
period of years and through 
his personal efforts given them 
the pride of place amongst the 
Non-Banking Financial Institu¬ 
tions in the country. 

7. In this context, it would 
be relevant to mention here 
that despite the substantial ser¬ 
vices rendered by the Chit 
Funds to the society, there 
still exist certain unfortunate 
misunderstandings and/or mis¬ 


conceptions about them; these, 
in turn, have led to piece-meal 
and at times drastic legislation 
being enforced by certain State 
Governments. We, on our 
part, have been representing 
since 1968, for the introduction 
of an All-India legislation 
relating to the control, conduct 
and growth of the Chit Funds. 
Keeping in view the area of 
operations of your Company 
which covers the entire count¬ 
ry, we welcome the proposed 
Central Legislation which 
would result in a uniform all- 
India control of these financial 
institutions and would put an 
end to the regulations that exist 
at present, but vary from State 
to State. We further pray that 
the proposed legislation be 
drafted in a manner where 
principles of equity and natural 
justice may prevail to protect 
the interests of the “Lender”, 
the “Borrower” and the 
“Promoter”. 

8. Sudarsan International 

Limited 

Before I report on the work¬ 
ing of this subsidiary, I wish 
to place on record the out¬ 
standing service rendered by 
the late Colonel Chandran, 
General Manager of the Hotel, 
whose tragic death, along with 
his wife, in the ill-fated air 
crash at Bombay on the 12th 
October, 1976, deprived your 
Company of a dedicated and 
capable Senior Executive. It 
would be no exaggeration to 
state that the foundation of the 
Hotels Division of your Com¬ 
pany was well and truely laid 
by Colonel Chandran and its 
subsequent growth was largely 
due to the zeal and energy dis¬ 
played by him. 

9. The overall performance 
of Hotel Sudarsan Internation¬ 
al has been entirely satisfac¬ 
tory. Their forecast of antici¬ 
pated profitability has been 
borne out to a large extent. 
The hotel continues to enjoy 
an excellent reputation for its 
service, cuisine and other ame¬ 
nities. There is every reason 
to believe that the Hotel will 
continue to do well in the 
future, certain difficulties such 
as loan liabilities notwithstand¬ 
ing. Incidentally, with the 
completion of phase two of the 
Hotel project, the addition to 
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Fixed Assets of the Company 
during the year has been ap¬ 
proximately Rs. 33 lakhs, mak¬ 
ing the total Rs. 1,88,81,677/-. 

10. In their plans for the 
expansion of the Hotel sub¬ 
sidiary, your Directors’ aims 
and objectives are essentially 
realistic and practical, prefe¬ 
rence is being given to those 
Hotels Yvhich require minimum 
of capital outlay to provide 
clean, comfortable rooms, 
wholesome food, personalised 
service, a pleasant environment 
and basic amenities at a reason¬ 
able tariff to suit the various 
income groups. 

11. Since the Hotel Indust¬ 
ry in our country is inextri¬ 
cably linked up with tourism, 
covering both foreign and 
indigenous fields, the develop¬ 
ment of tourism, based on a 
national coordinated plan, 
would undoubtedly provide 
important incentives for the 
expansion of and improvement 
in hoteliering. Tourism has 
yet to develop fully in the 
South to secure its rightful 
place in the tourism map of 
India. There is vast scope for 
its development once the 
historical monuments, the cul¬ 
tural heritage, the wild game 
sanctuaries combined with the 
natural scenic beauties of 
places like Bangalore, Trivand¬ 
rum, Goa, Cochin, Mangalore 
and Hyderabad have been 
fully exploited. Thereafter 
these attractions would have to 
be sold to the tour operators/ 
travel agents in Europe, Gulf, 
U.S.A. and Japan. In antici¬ 
pation of these developments, 
your Company has taken steps 
to acquire substantial interests 
in the share capital of East 
West Hotel Limited. Bangalore. 
This is being done with a view 
to convert it eventually asa link 
in the Sudarsan International 
chain. 

12. Sudarsan Clay Products 
Limited 

Although the sales have 
recorded an increase of Rs. 2 
lakhs for the year ended 31st 
March, 1976, the working 
results have not measured upto 
our expectations. The inevi¬ 
table expenditure on power and 
fuel alone has recorded an 
increase from Rs. 12.90 lakhs 
to Rs. 18.42 lakhs. Neverthe¬ 


less, expenditure on other items 
has been strictly controlled. 
Reasonable increase in prices 
are being contemplated. They 
would, however, be in confor¬ 
mity with the demands of the 
market and in tune with jthe 
avowed policies of the Govern¬ 
ment. During the current 
year the tempo of production, 
marketing and sales has been 
accelerated and this subsidiary 
is expected to show better 
results. 

13. Anchor Breweries Limited 

Your Directors have al¬ 
ready reported that at the 
time of acquisition of this Unit 
they were confident of utilising 
the plant's capacity to the 
maximum so as to cater for 
both internal and external 
markets. However, with the 
reintroduction of Prohibition 
in the State of Tamil Nadu, 
this has not been possible. 
Therefore, the possibility of 
diversifying the scope of its 
activities is being examined 
with a view to formulating 
specific proposals in the near 
Future. 

14. Feroke Tile Works 

The stoneware pipe unit at 
Feroke is functioning on a 
“lease arrangement” in a satis¬ 
factory manner. Likewise, the 
Tile Unit at Feroke Tile Works 
had a satisfactory performance 
on a lease arrangement with 
the Eastern Clay Works Ltd. 
The Stoneware Pipe factory at 
Rajhamundry has since been 
transferred to Sudarsan Clay 
Products Limited with the ob¬ 
ject of bringing such manufac¬ 
turing activities under the same 
Company for productive effi¬ 
ciency and administrative con¬ 
venience. 

15. Standard Furniture Company 

Sales have shown a dec¬ 
rease mainly due to the fact 
that optimum production 
could not be maintained as 
timber, the main raw material, 
was not available in adequate 
quantities. During the year 
under review, the allocation of 
Government timber, particular¬ 
ly for the Chalakudi Unit, was 
further reduced drastically, 
based on a new formula adop¬ 
ted by the Government for 
this purpose. This indeed has 
been a severe blow to the pro¬ 


fitability of our plywood manu¬ 
facturing operations.* A few 
years back non-availability of 
adhesives, a bi-product of petro¬ 
leum, was a problem, How¬ 
ever, even though the prices 
are high, this item is available 
in sufficient quantities, the 
basic raw material which is 
timber, continues to be scarce. 
Your Company has repeatedly 
represented to the Government 
of Kerala for an increased allo¬ 
cation of timber. Our requests 
have been based on the assur¬ 
ance given to the Company by 
the erstwhile Cochin Govern- 
, ment (now Kerala Govern¬ 
ment) that adequate quantities 
of timber for running the 
Chalakudi Unit would always 
be made available to us by the 
Government. Still, your Direc¬ 
tors earnestly hope and pray 
that the State Government 
would view our plight in a 
sympathetic manner and 
sanction the allocation of 
timber atleast in terms of the 
above mentioned agreement. 
Once this has been done, the 
Unit will be able to show sub¬ 
stantial progress and what is 
equally important, ensure emp¬ 
loyment to the workers engag¬ 
ed by the Standard Furniture 
Company. Your Company 
has also started a new Wood 
Working Unit in Madras to 
cater for the showrooms at 
Madras, Bangalore and Cochin 
which arc at present marketing 
the various products of the 
Company. 

16. Sudarsan Liners Limited 

In conformity with the deci¬ 
sion taken by the Members 
in the past your Directors have 
promoted Sudarsan Liners 
Limited as a fully owned Sub¬ 
sidiary. The Company com¬ 
menced business by acquiring 
a Cargo Vessel “s.s. Sudarsan 
Shakti”. Although a modest 
beginning, the vessel has al¬ 
ready completed two fully 
laden voyages to the Gulf. 

17. Despite the international 
recession in the shipping 
trade, indigenous shipping con¬ 
tinues to make laudable pro¬ 
gress, helped in a considerable 
measures by the fact that ex¬ 
ports from our country have 
shown an extremely encourag¬ 
ing and sustained upward 
trend. 


IS. Our Gbvernmerftls offe¬ 
ring very generous incentives 
to foster the case of Indian 
Shipping, of which your Com¬ 
pany proposes to Jake full 
advantage. 

19. I may add that apart 
from the points enumerated 
above, an additional advantage 
of this newly formed subsidiary 
lies in the fact that a portion 
of the shipping space available 
on our vessel can be car-mark¬ 
ed for the export of your 
Company’s products, a facility 
the advantages of which are 
obvious. 

20. Conclusion 

As a we are all aware, your 
Company has shown an 
impressive growth over the 
last decade. Diversification 
has become an acknowledged 
policy. No efforts, therefore, 
will be spared to ensure that 
the necessary infra-structure is 
created to continue all future 
expansions on productive and 
profitable lines. 

21. May I conclude by say¬ 
ing that the greatest asset your 
Company has built up in the 
past is the unbounded confi¬ 
dence reposed in us by our 
associates. On behalf of my 
colleagues on the Board and 
on my own behalf, I wish to 
convey my sincere thanks to 
all our valuable constituents, 
customers and subscribers for 
their unqualified support. Our 
thanks are also due to the 
able professional service ren¬ 
dered by our Auditors, Legal 
Advisers and Bankers. I wish 
to congratulate all our emp¬ 
loyees, agents, staff, officers 
and Executives for their credi¬ 
table performance during the 
past year. 

22. Lastly, I would like to 
convey my deep sense of grati¬ 
tude to my colleagues on the 
Board, in particular to our 
dynamic and far-sighted Mana¬ 
ging Director , Shri M. Velay- 
udhan, for their most ^valuable 
contributions in the service 
of the Company. 

Thanks, 

Jai Hind. 

(MAJ. GEN. D.C. MISRA, 
M.C., RETD.) 
CHAIRMAN 

Note: This does not pur¬ 
port to be the proceedings of 
the Meeting. , ; 
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Mr. K. D. MOORE 


(The following is a slightly 
abbreviated version of the Statement 
of Mr K D Moore. Chairman. 
Indian Oxygen Limited. The full text 
has been circulated to the share¬ 
holders along with the Company’s 
Annual Report for the year ended 
30 September 1976.) 

It gives me great pleasure to 
present this statement for the first time 
as Chairman of IQL. Mr R C Hesketh- 
Jones relinquished the office of 
Chairman because of the pressure of 
his other commitments; I would like 
to record our thanks for the valuable 
guidance and advice given by him 
regarding the Company's affairs. 
Mr Hesketh* Jones will continue to be 
a member of the Company’s Board. 

The year under review witnessed a 
remarkable change in the economic 
end industrial climate of the country 
in the wake of the 20 Point Economic 
Programme announced by the Prime 
Minister soon after the declaration of 
national emergency in June 1975. 
The inflationary curve which had 
begun to flatten out actually began to 
register a decline. There was a new 
sense of economic discipline and a 
concerted effort to improve produc¬ 
tion. The industrial relations climate 
also underwent a remarkable change 
for the better. 

Not unexpectedly the economy be¬ 
gan to show distinct signs of improve¬ 
ment. The GNP at market prices for 
the fiscal year ending 31 March 1976 
showed impressive growth at about 
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6.5%. The resurgence on the econo¬ 
mic front continued unabated during 
the second half of the year under 
review. Industrial production in June 
quarter 1976 was 16% above the 
corresponding period last year Exports 
during the same quarter registered a 
growth of over 28% whilst imports 
during the same period declined by 
about 16%. The favourable balance 
of trade account and inward remit¬ 
tances swelled the exchange reserves 
by Rs 516 crores between end March 
and end August 1976. The food 
situation with a record buffer stock of 
17 million tonnes has continued to 
remain comfortable. The decision of 
the Central Government to step up 
public sector investment by some 
31 % during the current fiscal year is 
likely to give a further fillip to 
industrial growth. 

The only disquietening note in this 
otherwise. encouraging economic 
situation has come from the recent 
trend in price movements. The index 
of wholesale prices has started rising 
steadily after April 1976. Although 
action has been taken by the Govern¬ 
ment to check the rise, prices are 
continuing to move up even if at a 
considerably slower rate than in the 
1972/74 inflationary period. 

The Company's performance over 
the past year has reflected this back¬ 
ground. 

OPERATIONS 

Turnover for the year at Rs 44.39 
crores inclusive of transport and other 
recoveries was 14.8% higher than the 
previous year's figure. The higher 
turnover reflects mainly increased 
volumetric sales of almost all products. 
A much improved industrial relations 
climate in the Company and reduced 
power constraints enabled better 
utilisation to be made of production 
facilities this year. 

The activities of the Product Divi¬ 
sions and Departments ere dealt with 
separately below. 

GASEsMI DIVISION , 

Gases Division sales at Rs 21.73 
crores were Rs 2 31 crores greeter 


than in the previous year. Higher 
volumetric sales were achieved des¬ 
pite increasing competition especially 
. in major products. 

.' The Special Gases Centre commls- 
' sioned during 1976 had a satisfactory 
t year and ita products sewed vital and 
4 technically advanced industries which 
$ were hitherto dependent upon imports 
for their requirements. Priority has 
2 been given to development of new 
$ applications for gases and improve- 
•’ ments in technology to meet customer 
needs in sophisticated industries. 

Arrangements are in advanced stage 
to implement the Letter of Intent 
received last year for the manufacture 
of argon at our Jamshedpur factory. 
A further Letter of Intent was received 
in September 1976 permitting instal¬ 
lation of manufacturing facilities for 
hydrogen at our Asansol factory. 
Steps to implement the project have 
been initiated. 


ELECTRODE 

EQUIPMENT 

DIVISION 

Electrode £t Equipment Division 
sales et Rs 16.55 crores were Rs 2.40 
crores higher than the previous year. 
Higher sales of welding consumables 
and gas welding and cutting equip¬ 
ment were achieved despite growing 
competition. Availability cf equipment 
improved substantially duo to the 
highest ever production achieved in 
the Equipment Factory. Sales of elec¬ 
tric welding equipment were satisfac¬ 
torily ahead of last year. 

The Division has continued its 
development programme to satisfy the 
growing need for higher productivity 
in welding and higher quality welds. 
The programme is also directed 
towards satisfying the requirements of 
those sectors of the meiket who ei i 
looking for higherwelding technology. 
New electric welding equipment in¬ 
troduced includes semi automatic and 
automatic welding equipment, micro 
plasma welding equipment and a new 
air cooled torch. A variety of new 
electrodes was introduced in the 
market, including special electrodes 
for pipe welding, for welding medium 
and high tensile steels and for a variety 
of hard facing applications. Since tha 
end of the year under review Govern¬ 
ment approval has been received to 
manufacture plasma cutting equip¬ 
ment and this will be put in hand 
shortly. 

In the field of medical equipment a 
ward vacuum unit and an advanced 
anaesthetic machine—the Boyle Major 
—were launched and initial customer 
response is encouraging. 
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LOX'DEPARTMENT 


Sales of liquid oxygen explosives at 
Rs 78 lakhs were the highest for 
several years, and exceeded the 
previous year's figure by Rs 25 lakhs. 




Export sales atRs90 lakhs were34% 
higher than the previous year. Most 
of the sales were of the Company's 
own products, although there was 
an increase in the sale of non-tradi- 


FINANCIAL HIGHLIGHTS 

1976 

Rs 

1975 

Rs 

Sales 

44,39,25,000 

38,67,19,000 

Profit before Taxetion 

4,80.32,000 

3.40,04,000 

Profit after Taxation 

1,72,32,000 

1,45.04,000 

Dividend subject to 
deduction of Tax 

1,10,88,000 

92,40,000 



MANUFACTURING DEPARTMENT 

The department's sales at Rs 1.58 
crores were Rs 64 lakhs lower than 
the previous year. A number of cus¬ 
tomers who had previously placed 
orders with us found it difficult on 
account of the credit squeeze to 
organise the finance necessary to 
proceed with their projects. Against 
this background, it is encouraging 
that an export order for an oxygen 
plant has recently been secured with 
the assistance of BOC. This is the 
first export order won by India for an 
oxygen plant. 

The technical collaboration agree¬ 
ment with Cryoplants Ltd.. London, 
for manufacture of low pressure air 
. separation plants and nitrogen gen¬ 
erators—mentioned in the Chaiman's 
Statement last year—has recently 
been finalised. 
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tional products manufactured by 
others, mostly small scale units. 

PROFIT. TAXATIOhL-^^fc^ 
AND DIVIDEND 

The profit for the ydar before taxa¬ 
tion amounted to Rs 4,80,32,071 as 
against Rs 3,40,03,677 last year, 
after providing for depreciation 
of Rs 98,27,000 (previous year 
Rs 93,07,000) and interest charges 
of Rs 73,28,433 (previous year 
Rs 50,56,317). The increase in profit 
was mainly due to the higher sales 
and improved operational performance 
arising from the better industrial 
relations climate in the Company 
and reduced power constraints. 

Tax provision for the year amounted 
to Rs 3.08.00,000 (previous year 
Rs 1,95,00,000) ' leaving a net 
profit of Rs 1,72,32,071 as against 
Rsl ,45,03,677 last year. After transfer- 
ing Rs50.000tolnvestmentAllowance 
■Reseryeand bring ing back Rs21,00.000 
(previous year Rs 11,00,000) from 

i 


Development Rebate fleeSrVe-end 
v f taking info account Rs 14,63,677 
- brought forward from previous yeer 
this amount available for appropriation 
was Rs 2,07,46,748 as against 
Rs 1 >61,03,677 last year. After 
; careful consideration your directors 
have decided to transfer Rs 81,50,000 
to General Reserve and to recommend 
payment of dividend at the rata of 
18%, subject to deduction of tax, 
leaving Rs 15,07,748 for carry forward 
to next year. 



FINANCE AND 
SHARE CAPITAL 


At the Annual Genera I Meeting off 
the Company to be held on 9 February' 
1977, proposals will be made to 
raise the authorised capital of the 
Company from Rs 8,00,00,000 to 
Rs 12,00,00,000 made up of 
1,20,00,000 shares of Rs 10 each. 

At the end of the year the share 
capital of the Company stood at 
Rs 6,16,00,000 against total capital 
employed of Rs 16,89,56,000 and it 
was felt that the share capital should 
be brought into better relation with 
the capital invested in the business. 
The directors have therefore recom¬ 
mended, subject to the approval c f 
the members at the Annual General 
Meeting of the Company to be held 
on 9 February 1977 and necessary 
approval from the Controller of Capi¬ 
tal Issues and The Reserve Bank of 
India, that the subscribed share 
capital of the Company should be 
increased by the issue of 20,53,333 
new Ordinary Shares of Rs 10 each 
as a bonus scrip issue in the propor¬ 
tion of one share for every three 
shares held on such date as the 
directors may determine hereafter. 
This scrip issue would be made by 
capitalisation of Rs 2,05.33,330. out 
of General Reserve. As a result of 
this operation, the paid up capital of 
the Company would stand at 
Rs 8,21,33,330. 

DEVELOPMENT & EXPANSION 

Certain development projects have 
already been mentioned in the review 
above of the activities of the Product 
Divisions and Departments. 

As to the Company's major diverse 
fication project, we were hoping that 
the necessary approval would be 
received before the end of the year 
under review. This was not to be; 
questions relating to certain aspects 
of the project—which had been rained 
before and we thought had been settl¬ 
ed satisfactorily-* have been reopened. 
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These touts art stUI under discussion 
with the Government. One can only 
hope that the long delayed approval 
will be accorded before developments, 
especially in other countries, jeopard¬ 
ise the viability of this almost totally 
export-oriented project. 

The Company's Research and Devel¬ 
opment establishment in Calcutta 
was accorded recognition by the 
Department of Science & Technology, 
Government of India, in September 
1976. 

During the year two pilot plants 
were installed at the Technical Centre 
at Beliaghata, Calcutta for the manu¬ 
facture of chemicals and pigments 
from industrial wastes on the basis of 
process know-how developed by our 
R & D Department. Arrangements for 
commercial exploitation are proposed 
to be made shortly. 

MANAGEMENT 
ft PERSONNEL 

Industrial relations in the Company 
remained calm throughout the year, 
in line with the generally peaceful 
atmosphere prevailing in the country. 

In line with the Prime Minister's 20 
Point Economic Programme, steps 
were taken to set un Joint Councils, 
Shop Councils or Productivity Com¬ 
mittees at some of the units. It is 


hoped that this move will gather 

momentum during the current year. 

The scheme for training of appren¬ 
tices was considerably extended so 
that the Company might discharge 
fully its wider obligations under the 
Apprentices Act as recently amended. 

This year's improved results could 
not have been achieved without the 
untiring commitment and enthusiasm 
of our senior management and our 
officers. The increased cooperation 
and efforts of our workers are again 
gratefully acknowledged. 

PROSPECTS 

With industrial production for the 
second half of the fiscal year prom¬ 
ising to show a continuation of the 
vigorous growth pattern already estab¬ 
lished during the first half-year and 
with a high level of planned public 
sector investment, we anticipate that 
demand for our products will remain 
buoyant. Given continued cooperation 
from our employees which we shall 
earnestly seek to secure through their 
increased involvement and participa¬ 
tion in productivity and allied matters, 
a further improvement in turnover and 
profits may be reasonably expected 
for the coming year. 

As to the longer term, the require¬ 
ment to reduce the percentage of 


foreign shareholding Is fully recog* 
nised by the present majority share* 
holder BOC International Ltd and this 
will be achieved as soon as possible 
in the most appropriate way. 

With the final outcome of our major 
diversification project still to be de¬ 
cided, the precise pattern of our future 
development is as yet unclear. We 
continue to hope that Government 
approval will finally be given on terms 
which will enable us to proceed with 
this important project on a technically 
sound and economically viable basis, 
nevertheless the Company's future 
growth and prosperity does not de¬ 
pend solely or predominanty on this. 

The Company's existing business is 
soundly based and has for many years 
played a prominent role in the eco¬ 
nomic life of the nation. Both in these 
present spheres of business and in 1 
new areas which are likely to emerge 
in the years ahead, it is difficult to- 
conceive that the future national 
interest will not be seen to lie in 
making full use of lOL's very consid¬ 
erable technological resources and 
links and of its management expertise 
to help meet the fast growing industrial 
needs of the country. 

CALCUTTA 26 November 1976 

Indian Oxygen Limited 


JiVkl 


ONCE BUILT LASTS EVER 
USE 

FOR ALL CONSTRUCTION WORK 
BJM CHETAK BRAND PORTLAND CEMENT 


With beat compliments from : 

BIRLA CEMENT WORKS 

P.O. Camant Factory—312021, CHITTORGARH (Raj.) 

(Ute Pin Code, It Help$ Speed Up Your Mail) 
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Wholesale prices 


RECORDS 


AND 


STATISTICS 


The official wholesale prices 
index of "all commodities* 9 
(base 1970-71 — 100) stood at 
178.2 during the week ended 
January 8, 1977 as against 
177.0 for the immediately 
preceding the week. Com¬ 
pared with the previous week, 
the iodex for the week under 
review showed an increase of 
0.7 per cent. 

Groupwise analysis of price 
movements is shown below: 

Primary Articles 

Among primary articles, the 
index for Food Articles 
stood at 155.4 during the week 
under review as against 153.6 
during the previous week. 
The rise in the index was due 
to increase in the prices of 
moong (+13 per cent); sweet 
potatoes (+11 per cent), 
oranges (+9 per cent), onions 
(+8 per cent), gram (+7 per 
cent), betelnuts (+6 per cent), 
arhar and masur (+5 per cent 
each), urad (+4 per cent), 
jowar, maize and apples (+3 
per cent each), wheat, bajra, 
barley, cashewnuts, butter and 
tea (2 per cent each) and ragi, 
tapioca, bananas and turmeric 
(+1 percent each). However, 
prices of tomatoes (—1 per 
cent), potatoes (—9 per cent), 
fish (—6 per cent), and eggs 
and coffee (—1 per cent each) 
showed a fall. 

Higher prices of linseed and 
nigcr (+9 per cent each), rape 
apd mustard seed and logs and 
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timer (+7 per cent each), 
gingelly seed (1-4 per cent), 
raw cotton, groundnuts and 
copra (+3 per cent each), 
mesta, cottonseed, castor seed 
and raw hides (+2 per cent 
each) and raw jute, mahua 
seed and raw tobacco (+1 per 
cent each) pushed up the group 
index for Non-food Articles 
(which includes industrial raw 
materials) by 2.9 per cent to 
186.3 as against 181.1 for the 
earlier week. However, prices 
of safflower and tanning mate¬ 
rials (—4 per cent each) and 
soyabeen (—3 per cent) showed 
a decline. 

The index for Minerals 
remained unchanged at its last 
week's level of 443.1. Com¬ 
pared with the corresponding 
week of the last year, it showed 
a decline of 2.1 per cent. 

Fuel, Power, Light and 
Lubricants 

The index for the major 
group Fnel, Power, Light and 
Lubricants stood stationary 
at the earlier week's level of 
232.1. 

Manufactured products 

Among manufactured pro¬ 
ducts, the index for the 
group Food Products ad¬ 
vanced by 0.2 per cent to 
182.9 as compared to 182.6 for 
the last week owing to an 
increase in the prices of 
groundnut oil (+9 per cent) 
and mustard oil (+6 per cent), 


cottonseed oil (+5 per cent), 
mahua oil (+4 per cent), 
vanaspati, gingelly oil, oil¬ 
cakes and salt (+3 per cent 
each) and cocount oil (+2 per 
cent). However, prices of 
khandsari (—4 per cent), gur 
(—3 per cent), kardi oil (—2 per 
cent) and sugar (—1 per cent) 
witnessed a fall. 

The index for Beverages, 
Tobacco and Tobacco Pro¬ 
ducts group stood stationary 
at its last week’s level of 166.0. 
At this level, the group index 
recorded a fall of 1.2 per cent 
when compared with the cor¬ 
responding week of the last 
year. 

The index for Textiles 
rose by 0.2 per cent to 159.3 
as against 159.0 for the pre¬ 
ceding week due to an increase 
in the prices of jute manufac¬ 
tures and coir yarn (+1 per 
cent each). 

The index for Paper and 
Paper Products stood statio¬ 
nary at its earlier week's 
level of 179.5. At this level, 
the group index showed a fall 
of 3.1 per cent when compared 
to that of a year ago. 

The index for Leather and 
Leather Products group 
advanced by 1.0 per cent to 
232.5 as against 230.1 for the 
previous week owing to an 
increase in the prices of sole 
leather (+14 percent). 

The index for Rubber and 
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Rubber Products stood sta¬ 
tionary at its earlier week’s 
level of 157.2. 

The index for the Chemicals 
and Chemical Products went 
up by 0.3 per cent to 172.9 as 
against 172.4 for the previous 
week owing to an increase in 
the prices of linseed oil (+9 
per cent), castor oil (+2 per 
cent) and paints and enamels 
(+1 per cent each). At this 
level, the index registered a 
fall of 0.6 per cent when com¬ 
pared to that of a year ago. 

The index for Non-Metallic 
Mineral Products stood sta¬ 
tionary at its earlier week's 
level of 190.3. 

The index for Basic Metals? 
Alloys a ad Metal Products 
stood stationary at its earlier 
week's level of 190.5. 

The index for Machinery and 
Transport Equipment group 
worked out to 170.0 as against 
169.9 for the earlier week. 
Prices of rim (+1 per cent) 
increase during the week. At 
this level, the group index 
recorded a fall of 1.2 per 
cent when compared with the 
corresponding week of the 
preceding year. 

The index for Miscellane¬ 
ous Products remained un¬ 
changed at its earlier week's 
level of 164.8. Over a year 
ago, the group index receded 
by 1.0 per cent. 
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Index Numbers of Wholesale Prices by Major Groups, Groups and Sub-groups 


(Base: 1970-71-100) 


Major group, group & sub-group Weights in relation to 


Week ended 


all-commodities 


All Commodities 

(1000.00) 

Primary Articles 

416.67 

A. Food Articles 

297.99 

Foodgrains (1+2) 

129.22 

Cereals 

107.43 

Pulses 

21.79 

Fruits & vegetables 

61.32 

Milk & milk products 

61.50 

Eggs, fish & meat 

18.97 

Condiment & spices 

10.94 

Other food articles 

16.04 

B. Non-food Articles 

106.21 

Fibres 

31.73 

Oilseeds 

42.01 

Other non-food articles 

32.47 

C. Minerals 

12.47 

Metallic minerals 

2.29 

Other minerals 

4.16 

Petroleum, Crude & Natural gas 

6.02 

Fuel, Power, Light and Lubricants 

84.59 

Coal mining 

11.47 

Mineral oils 

49.12 

Electricity 

24.00 

Manufactured Products 

498.74 

A. Food Products 

133.22 

Dairy products 

3.88 

Canned & preserved fruits & vegetables 

0.39 

Canned and preserved sea food 

0.36 

Grain mill products 

4.64 

Bakery products 

1.85 

Sugar, khandsari & gur 

72.41 

Sugar, confectionary, cocoa & chocolate 

0.53 

Misc. food products 

49.16 

Edible oils 

37.16 

Oilcakes 

9.05 

Other misc. food products 

2.95 

B. Beverages, Tobacco & Tobacco Products 

27.08 

Wine industries 

6.77 

Soft drinks 

0.82 

Tobacco manufacture 

19.49 

Textiles 

110.26 

Cotton textiles 

81.02 


8.1.77 

1.1.77 11.12.76 

(Provisional) 

13.11.76 10.1.76 

. (Final) 

178.2 

177,0 

177.9 

176.6 

166.6 

171.8 

169.2 

168.0 

166.9 

157.2 

155.4 

153.6 

153.8 

154.0 

151.7 

159.1 

156.1 

153.4 

153.0 

156.2 

158.4 

156.8 

155.0 

154.6 

152.2 

162.7 

152.5 

145.8 

144.9 

175.7 

136.4 

134.0 

138.7 

142.8 

136.8 

150.4 

150.5 

155.3 

158.5 

144.2 

182.2 

185.9 

184.1 

169.8 

172.2 

155.4 

153.7 

158.0 

157.6 

183.0 

184.5 

181.3 

170.5 

167.0 

156.3 

186.3 

181.1 

175.6 

170.7 

138.8 

199.1 

193.9 

185.1 

189.7 

147.4 

182.1 

174.7 

169.5 

153.9 

113.9 

179.2 

177.0 

174.4 

173.8 

160.1 

443.1 

443.1 

443.1 

443.1 

452.7 

172.8 

172.8 

172.8 

172.8 

195.0 

181.3 

181.3 

181.3 

181.3 

191.2 

727.4 

727.4 

727.4 

727.4 

731.9 

232.1 

231.1 

232.0 

231.0 

228.9 

197.7 

197.1 

197.7 

197.7 

197.7 

267.6 

267.6 

267.7 

267.7 

267.1 

175.8 

175.8 

172.0 

172.0 

165.7 

174.5 

174.2 

176.9 

175.4 

163.8 

182.9 

182.6 

192.8 

188.8 

154.0 

181.4 

181.4 

181.4 

181.4 

181.4 

155.5 

155.5 

155.5 

155.5 

155.5 

229.2 

229.2 

229.2 

191.0 

191.0 

157.8 

157.8 

157.8 

155.6 

170.4 

159.8 

159.8 

159.8 

159.8 

162.4 

187.2 

192.1 

212.7 

215.0 

175.2 

160.2 

160.2 

160.2 

160.2 

160.3 

180.0 

171.9 

169.4 

155.8 

118.4 

171.8 

162.6 

160.2 

147.4 

114.7 

218.7 

212.3 

211.1 

190.1 

123.9 

164.2 

163.7 

157.6 

156.1 

147.3 

166.0 

166.0 

166.0 

166.0 

168.0 

132.2 

132.2 

132.2 

132.2 

131.0 

224.9 

224.9 

224.9 

224.9 

173.8 

175.2 

175.2 

175.2 

175.2 

180.6 

159.3 

159.0 

159.1 

157.6 

145.4 

162.3 

162.0 

162.0 

160.5 

143.7 

—Continued 


EASTERN ECONOMIST 


155 


JANUARY 28, 1977 





Index Number* of wholesale Prices by Groups —Continued 


Major group, group & sub-group Weights in relation to 

all-commodities --- 

8.1.77 1.1.77 

(Provisional) 

Week ended 

11.12.76 

13.11.76 10.1.76 

(Final) 

Woollen yarn & textiles 

2.44 

211.2 

211.2 

211.2 

210.4 

194.4 

Silk, art silk Sc synthetic fibre textiles 

12.83 

155.9 

155.9 

158.5 

159.5 

157.7 

Jute hemp Sc mesta textiles 

12.14 

127.7 

126.3 

124.6 

120.6 

127.9 

Textile products n.e.c. 

1.83 

192.5 

191.5 

191.5 

189.1 

181.2 

D. Paper Sc Paper Products 

8.51 

179.5 

179.5 

179.5 

179.5 

185.2 

£. Leather Sc Leather Products 

3.85 

232.5 

230.1 

232.0 

235.3 

218.8 


2.95 

241.4 

238.3 

240.7 

245.1 

221.6 


0.90 

203.1 

203.1 

203.1 

203.1 

209.6 

F. Rubber & Rubber Products 

12.07 

157.2 

157.2 

157.2 

157.2 

156.8 


9.84 

155.2 

155.2 

155.2 

155.2 

154.8 


2.23 

166.3 

166.3 

166.3 

166.3 

165.9 

G. Chemical & Chemical Products 

55.48 

172.9 

172.4 

171.9 

171.4 

174.0 

Basic industrial chemicals 

7.26 

189.4 

189.4 

188.4 

188.6 

198.1 

Fextilizers 

12.52 

185.8 

185.8 

185.8 

185.8 

207.2 

Pesticides 

1.16 

232.7 

232.7 

232.7 

232.7 

232.0 

Paints & varnishes 

1.92 

207.2 

205.5 

206.7 

205.9 

196.4 

Drugs & medicines 

9.83 

134.7 

134.7 

134.7 

134.7 

119.7 

Cosmetics, soap, detergent 

5.86 

167.6 

167.6 

167.6 

167.6 

176.4 

Edible oils 

1.54 

186.8 

173.0 

167.6 

149.9 

105.7 

Synthetic resins, resins & plastic materials 

8.30 

165.6 

165.6 

163.6 

164.0 

167.7 

Dyestuff Sc other chemicals n.e.c. 

7.09 

176.8 

176.8 

176.6 

176.6 

170.4 

H. Nou-metallic mineral products 

14.15 

190.3 

190.3 

190.2 

190.2 

189.4 

Structural clay products 

1.82 

210.4 

210.4 

210.2 

210.2 

201.2 

Glass Sc Glass products 

1.98 

190.3 

190.3 

190.6 

190.1 

214.6 

Earthen ware Sc earthen pottery 

0.96 

253.3 

353.3 

253.3 

253.3 

253.3 

Cement lime Sc plaster 

7.07 

173.8 

173.8 

173.8 

173.8 

171.7 

Mica products, ACC Sc misc. non-metallic 







mineral products 

2.32 

198.6 

198.6 

198.0 

198.6 

186.4 

I. Basic metals, alloys Sc metal products 

59.74 

190.5 

190.5 

190.5 

190.6 

187.2 

(Basic metals Sc alloys (1+2) 

(46.51) 

192.8 

192.8 

192.8 

192.8 

190.4 

Iron steel & ferro alloys 

34.73 

187.0 

187.0 

187.0 

187.0 

185.7 

Non-ferrous metals Sc their alloys 

11.78 

209.7 

209.6 

209.5 

209.8 

205.3 

Metal products 

13.23 

182.6 

182.6 

182.6 

182.6 

176.0 

J. Machinery Sc transport equipment 

67.18 

170.0 

169.9 

169.8 

169.2 

172.0 

Machinery & machine tools (1 +2) 

50.45 

170.6 

170.5 

170.5 

169.7 

172.5 

Electrical machinery 

19.54 

162.7 

162.7 

162.7 

160.8 

166.6 

Non-electrical machinery 

30.91 

175.7 

175.5 

175.4 

175.3 

176.2 

Transport equipment (iii)+(iv) 

16.73 

167.9 

167.9 

167.9 

167.9 

170.6 

Motorvehicles Sc parts 

13.73 

173.3 

173.3 

173.3 

173.3 

176.9 

Moter cycles, scooters bicycle & parts 

3.00 

143.1 

143.2 

143.0 

143.2 

142.1 

K. Miscellaneous Products 

7.20 

164.8 

164.8 

164.8 

164.8 

166.4 

Wood Sc wood products 

1.74 

160.2 

160.2 

160.2 

160.2 

160.1 

Other mfg. industries n.e.c. 

5.46 

166.2 

166.2 

166.2 

166.2 

168.4 


Source J Office of the Economic Adviser, Deptt of Industrial Development 
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- Eaem Bakof Mh 

1976 


_ (Rs crores) 

Variations over —— 


Week ended 

Jan. 2 

Dec. 24 

Dec. 31 

Week 

Month 

Year 

Notes in circulation 



7,252 

20 

48 

982 

Notes issued 

6,305 

7,266 

7,266 

— 

45 

961 

Notes held in banking department 

36 

34 

13 

—21 

-4 

—23 

Deposits 







Central and state governments 

65 

98 

108 

JO 

30 

43 

Scheduled commercial banks 

519 

898 

782 

—116 

—131 

263 

Scheduled state co-operative banks 

19 

23 

32 

9 

7 

13 

Other banks 

2 

3 

3 

— 

1 

1 

Others 

1,405 

1,923 

1,924 

1 

50 

519 

Other liabilities 

2,035 

2,036 

2,087 

51 

124 

52 

Total liabilities/assets 

10,316 

12,212 

12,188 

—24 

129 

1,872 

Foreign exchange assets* 

782 

2,302 

2,286 

—16 

72 

1,504 

Gold coin and bullion 

183 

183 

183 

— 

— 

— 

Rupee securities** 

6,698 

6,239 

6,229 

—10 

—149 

—469 

Loans and advances 







Central and state governments 

192 

205 

205 

— 

69 

13 

Scheduled commercial banks 

452 

982 

958 

—24 

70 

506 

State co-operative banks 

521 

450 

475 

25 

57 

—46 

Others 

448 

620 

622 

2 

9 

174 

Bills purchased and discounted 







Commercial 

164 

158 

156 

—2 

9 

—8 

Treasury 

270 

164 

183 

19 

—22 

—87 

Investments 

85 

36 

36 

— 

2 

—49 

Other assets 

522 

873 

856 

—17 

15 

334 

♦Foreign securities plus balances held abroad. 



Source: Reserve Bank of India 

♦♦Government of India rupee securities including ad-hoc treasury bills. 






Scheduled Banks : Business 

i in India 



(Rs crores) 


All scheduled banks 


Scheduled commercial banks 

Week ended 


1976 



1976 



Jan. 2 

Dec. 24 

Dec 31. 

Jan. 2 

Dec. 26 

Dec. 31 

Aggregate deposits 

13,977 

17,422 

17,743 

13,751 

16,822 

17,132 

Demand 

5,728 

6,681 

6,890 

5,660 

6,562 

6,762 

Time 

8,248 

10,741 

10,853 

8,092 

10,260 

10,369 

Borrowings from Reserve Bank 

965 

1,422 

1,422 

452 

982 

958 

Against usance bills/pro. notes 

475 

232 

287 

95 

12 

12 

Others 

490 

1,190 

1,135 

357 

970 

946 

Cash and balances with Reserve Bank 

881 

1,266 

1,181 

860 

1,241 

1,147 

Cash 

343 

346 

367 

340 

344 

365 

Balances 

538 

920 

814 

519 

898 

782 

Investments 


5,622 

5,677 


5,438 

5,492 

Government securities 


f 3,930 

3,980 

3 1 fxl 

f 3,824 

3,874 

Other approved securities 

J,A(rr 

11,692 

1,697 


(1,614 

1,618 

Bank Credit 

10,371 

13,605 

13,925 

10,103 

12,621 

12,909 

Loans* cash-credits and overdrafts 

8,353 

11,828 

12,130 

8,085 

10,844 

11,114 

Inland bills-purchasedl 


608 

628 


608 

628 

discounted/ 

1,600 

613 

623 

1,599 

613 

623 

Foreign bills-purchased) 


316 

319 


316 

319 

discounted) 

419 

240 

226 

419 

240 

226 

Cash-deposit ratio 

6.30 

7.27 

6.66 

6.25 

7.38 

6.70 

Investment-despite ratio 

23.35 

32.27 

32.00 

23.01 

32.33 

32.06 

Credit-desposit ratio 

74.20 

78.09 

78.48 

73.47 

75.03 

75.35 

n_»_ 


Source : Reserve Bank of India. 
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Consumer Price Index Numbers for Industrie] Workers 


(Base 1960ss 100) 


1965- 1969- 1970- 1971- 1972- 1973- 1974- 1975- 1976 

Centre 66 70 71 72 73 74 75 76- 

April May June July Aug. Sept Oct. Nov. 


All India — 

Ahmedabad 130 

Alwaye 145 

Asansol 140 

Bangalore 144 

Bhavnagar 132 

Bombay 130 

Calcutta 131 

Coimbatore 132 

Delhi 136 

Digboi 138 

Gwalior 139 

Howrah 137 

Hyderabad 140 
Jamshedpur 136 
Madras 134 

Madurai 128 

Monghyr 151 

Mundakayam J38 

Nagpur 138 

Saharanpur 14J 

Sholapur 128 


177 

186 

192 

169 

176 

181 

197 

198 

202 

178 

189 

194 

183 

186 

194 

178 

186 

194 

175 

182 

190 

172 

182 

187 

154 

163 

177 

185 

199 

211 

180 

189 

188 

184 

191 

197 

176 

186 

191 

185 

189 

195 

170 

183 

187 

160 

170 

182 

152 

183 

192 

188 

205 

204 

191 

197 

199 

176 

187 

192 

181 

186 

198 

176 

185 

191 


207 

250 

317 

198 

245 

305 

215 

267 

346 

206 

245 

316 

212 

265 

318 

217 

273 

327 

203 

233 

289 

197 

228 

288 

189 

218 

209 

222 

265 

337 

198 

234 

310 

214 

271 

348 

206 

239 

298 

211 

251 

304 

202 

249 

313 

203 

229 

301 

206 

236 

334 

225 

292 

263 

210 

263 

337 

203 

256 

314 

213 

253 

338 

216 

277 

325 


313 

289 

290 

293 

273 

269 

358 

325 

313 

317 

306 

306 

332 

302 

299 

315 

282 

291 

300 

291 

290 

287 

286 

288 

319 

281 

283 

333 

324 

320 

317 

304 

308 

324 

301 

305 

290 

283 

286 

316 

289 

293 

293 

275 

274 

314 

272 

273 

333 

280 

284 

325 

290 

289 

346 

312 

301 

326 

281 

283 

313 

304 

300 

342 

300 

393 


291 

297 

298 

269 

276 

279 

321 

326 

318 

307 

314 

319 

301 

312 

312 

291 

291 

297 

294 

298 

294 

293 

296 

293 

285 

300 

312 

324 

328 

334 

317 

309 

311 

308 

316 

322 

286 

291 

285 

295 

301 

303 

275 

280 

284 

276 

281 

280 

287 

291 

293 

292 

313 

317 

304 

309 

303 

289 

298 

294 

299 

303 

297 

288 

291 

306 


302 

304 

306 

283 

281 

280 

322 

322 

328 

319 

321 

323 

319 

326 

335 

301 

303 

300 

298 

297 

29 9 

298 

306 

303 

313 

315 

313 

335 

334 

331 

310 

309 

308 

322 

320 

314 

290 

296 

300 

304 

311 

317 

284 

297 

297 

283 

289 

298 

295 

303 

316 

325 

330 

322 

305 

305 

309 

305 

305 

303 

298 

298 

298 

314 

310 

320 


Source : Labour Bureau, Government of India. 


Consumer Price Index Numbers for Urban Non-manual Employees 

(Base 1960=100) 


Centre 

1965- 

66 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1973- 

74 

1974- 

75 

1975- 

i(\ . 



1976 





Apr. 

May 

June 

July 

Aug. 

Sep. 

Oct. 

All-India 

132 

167 

174 

180 

192 

221 

270 

277 

267 

268 

270 

275 

277 

279 

280 

Bombay 

132 

162 

168 

172 

183 

204 

241 

249 

248 

249 

253 

256 

256 

256 

256 

Delhi-New Delhi 

131 

168 

174 

180 

190 

217 

262 

273 

267 

270 

272 

273 

276 

277 

274 

Calcutta 

126 

162 

170 

174 

180 

204 

238 

243 

241 

244 

246 

249 

252 

250 

255 

Madras 

133 

161 

175 

188 

204 

231 

291 

306 

285 

285 

287 

290 

291 

293 

296 

Hyderabad-Secunderabad 

133 

167 

174 

180 

195 

223 

270 

283 

270 

271 

273 

277 

278 

280 

283 

Bangalore 

133 

164 

172 

180 

194 

228 

272 

284 

276 

273 

273 

278 

280 

285 

288 

Lucknow 

132 

161 

166 

174 

185 

215 

255 

270 

267 

266 

266 

272 

272 

272 

274 

Ahmedabad 

131 

168 

171 

173 

188 

222 

271 

272 

256 

254 

258 

262 

263 

266 

264 

Jaipur 

133 

176 

183 

188 

205 

244 

308 

311 

300 

301 

306 

310 

311 

314 

313 

Patna 

139 

180 

191 

190 

199 

229 

286 

284 

275 

273 

274 

279 

278 

234 

288 

Srinagar 

134 

174 

184 

191 

200 

215 

262 

283 

291 

294 

293 

296 

296 

298 

302 

Trivandrum 

131 

172 

178 

184 

198 

231' 

280 

297 

295 

295 

295 

300 

299 

302 

304 

Cuttack-Bhubancswar 

142 

169 

176 

184 

196 

221 

266 

270 

259 

259 

259 

267 

271 

274 

278 

Bhopal 

133 

172 

180 

188 

204 

238 

295 

296 

284 

285 

288 

298 

297 

2% 

297 

Chandigarh 

129 

171 

178 

183 

194 

217 

265 

278 

278 

277 

278 

283 

286 

286 

283 

Shillong 

123 

164 

166 

175 

183 

208 

257 

274 

261 

265 

264 

268 

270 

270 

267 
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Reserves as resources 

To SPEND well is nearly as difficult as to earn well; and, on the spending of money, 
advice is seldom scarce. Our country’s foreign exchange resources were rising 
steadily through 1976. Foreign exchange assets, i.e., the sum of foreign securities 
and balances held abroad, increased from Rs 782 crores to Rs 2,286 crores, a gain 
of Rs 1,504 crores, between January 2 and December 31 of that year. Including 
gold and SDRs, the external reserves totalled Rs 2,655 crores at the end of the 
period. After the war-time sterling balances had been drawn down, such affluence 
is now being experienced for the first time by the national economy. There is 
clearly need for both imagination and intelligence—in addition, of course, to pru¬ 
dence—in the wise management of this hard-won asset. 

Almost the very first question we must ask ourselves is whether this prosperity 
may not be a passing phase. Is this increase in foreign exchange reserves a freak? 
The product of a fortuitous conjunction of circumstances which may not be repeated? 
Or, is it anything like the onset of a trend ? The current comfortable situation is 
generally attributed to a combination of certain factors, viz., a steep rise in gross 
invisible receipts, especially inward remittances, increased export earnings, reduced 
imports and accumulation of aid in the pipeline. Broadly speaking, accruals from 
inward remittances or aid in the pipeline may be less in theim mediate future than 
they were in the proximate past, while the outlook for our balance of trade is 
blurred by the uncertainties now besieging recovery or expansion in major industrial 
countries and therefore the growth of international trade. Most probably, then, the 
current year may not see a repetition of the large advance in foreign exchange reserves 
which has been a feature of our national economic situation during 1976. This 
suggests that, while we may certainly use our enlarged foreign exchange reserves to 
good purpose, there isn’t any money here to throw away. In the case of the sterling 
balances, the charge was levelled, not without justification, that there had been some 
frittering away of valuable resources. There should be no occasion for similar 
complaints now. 

It follows that exhortations to the government to repay foreign debts in advance 
of their due dates or cease canvassing for new foreign aid should be viewed with 
suspicion, however well-intentioned the preachers may be. We need more evidence 
than there is at present to share Mr L.K. Jha’s faith that “the rising trend in our 
reserves is not a flash in the pan” or that “there are good reasons to believe that 
the factors responsible for it, internal and external, are of a durable character.”* 
We may even ask whether there is warrant at all to speak already of a ‘‘rising 
trend”. A single swallow has never made a summer. It must be made clear, 
however, that, his trust in the durability of the improvement in the foreign exchange 
reserves notwithstanding, Mr Jha is firmly against putting an end “to our search 
for foreign aid”. He points out that we did not incur foreign debts because we 
wanted to live beyond our means or to consume more than we could produce; our 
object was to step up growth. Hence, “not unless we come to the conclusion that we 
are unable to make effective use of external assistance for furthering the economic 
progress of our people should we reject aid, provided it is available on terms which 
are economically and politically acceptable”. 

What, then, should our strategy be if our desire is that the national economy 
should benefit optimally from the increase in its foreign exchange reserves? Here, Mr 
Jha has many sensible things to say. When a country merely “sits” on its foreign 
exchange reserves for any length of time, it is in effect extending an interest-free loan 
to the countries whose currencies it holds (or hoards). To some extent, this means, 
in our case, that a developing country is providing credits to developed countries. 
Moreover, it is doing this at the cost of reinforcing domestic inflationary pressures or 

"Shortages and High Priaes—The Way Out* 9 by L.K. Jha; published 
by Indian Book Company, New Delhi. 



risking such pressures. This is not only 
because the export earnings going into 
the building of the reserves have been 
obtained by diverting resources from 
domestic consumption into balance of 
payments but also because the - money 
supply goes up when the Reserve Bank 
purchases with rupees the foreign curren¬ 
cies earned by exporters (or received by 
others). All this points to the wisdom of 
not letting our foreign exchange reserves 
rise to a level higher than what we need 
for our normal requirements plus the 
demands of unforeseen contingencies. 

The government itself is gradually mov¬ 
ing towards the purposeful utilization 
of the country’s external resources by 
liberalizing import policy. This process 
has necessarily to be cautious, not least 
because industries, many of them in the 
small-scale sector, which have been en¬ 
joying a high degree of protection, may 
not be thrown out of gear. Nevertheless 
timidity could be costly to the nation. 
An opportunity has arisen for letting 
the winds of competition blow through 
our economy. It should not be missed. 
Freer imports, properly planned, could 
function as well as a carrot as it may as 
a stick as the occasion demands. The 
imperatives are a reduction in costs and 
an increase in the productivity of man 
and machine. 

the logic 

Mr Jha points out that, since the 
capital goods industries have deve¬ 
loped substantially within the country, 
more and more of our developmental 
needs of plant and equipment could be 
met from indigenous manufacture. The 
logic of this development is not that the 
criterion of availability of capital goods 
within the country should be more and 
more restrictively applied with a view to 
shutting out of imports of those goods. 
Rather it is that the foreign aid or the 
foreign exchange reserve available can 
and should be spread over more projects 
so that development may proceed at a 
more rapid pace. 

Mr Jha points out that, “in fertilizer 
production and in oil exploration, for 
example, we could have made much better 
and quicker progress in the past, if we 
had not been unduly obsessed with some 
of the dogmas that have developed around 


the use of foreign exchange”. Again* 
“many export opportunities with a tre¬ 
mendous potential for future growth get 
lost because there is a squeamishness 
about allowing some of the raw materials, 
components and accessories”. The com¬ 
pletion of important projects has often 
slowed down because deliveries of plant 
and equipment from indigenous manu¬ 
facturers are slow. 

important consideration 

According to Mr Jha, today we can 
afford to hurry the completion of 
projects by larger imports. We can 
also speed up development gene¬ 
rally taking advantage of the freedom 
to use imported capital equipment as 
necessary. Mr Jha believes that this 
would greatly facilitate planning for 
“an abundance of power, steel for export 
(far better than iron ore) and petro¬ 
chemical industries based on indigenous 
crude”. There is, however, one impor¬ 
tant consideration which government 
ought to bear in mind. It is certainly 
desirable that imports of capital goods 
should be liberalised in line with the 
thinking favoured by Mr Jha, but, simul¬ 
taneously, import policy should also 
ensure that indigenous manufacturers of 
capital goods have adequate access to 
imports of raw materials, machine tools 
or other machinery, components and 
spares and knowhow needed to maximise 
their utilization of installed capacity or 
to eliminate snags or lags in their pro¬ 
duction processes or schedules. 

In the leaner days of the past, the 
government had been piling up “export 
obligations” on industries or industrial 
units rather indiscriminately. It could 
now afford to be more sparing of such 
impositions in the future. It should also 
be possible for the ministries concerned 
to review existing obligations industry- 
wise or even unit-wise with a view to 
terminating them in as many cases as 
possible. This could help in increasing 
production in existing units by cutting 
down losses on export •sales and releasing 
more output for the domestic market. 
Another desirable reform would be the 
further liberalisation of foreign exchange 
releases for export promotion exercises 
including business travel. 

Mr Jha makes a point of considerable 


significance for the community at large 
when he says that there is no longer any 
justification for the government continuing 
to harbour a prejudice against the use of 
foreign exchange for import of commo¬ 
dities for direct consumption by the people. 
He argues that, since we do not hesitate 
to export some of the goods consumed by 
lower-income people in our drive to earn 
more foreign exchange, it stands to reason 
that we should not grudge utilising some 
of the increase in our foreign exchange 
reserves for importing goods which cater 
for the lower-income groups. Mr Jha sees 
some irony in the fact that “when it comes 
to imports we give much higher priority 
to industrial raw materials for producing 
goods needed mainly by the higher-income 
groups.” 

gratuitous importation 

This importation of the “class war” 
concept is perhaps gratuitous, especially 
as it should be possible for most of us 
to agree readily that, given the relative 
comfort of our current foreign exchange 
situation, it should be possible for the 
government to be freer with releases of 
foreign exchange for the direct import of 
essential consumption goods as well as 
for the import of raw materials or other 
resources required in the domestic manu¬ 
facture of goods which are in short 
supply or the prices of which have risen 
unduly. Incidentally, the encouragement 
given to the expansion of production of 
consumer goods which may not exactly 
enter into mass consumption could never¬ 
theless make a contribution towards 
stabilizing price levels for the benefit of 
lower-income groups. For example, the 
greater availability of man-made or 
mixed textile fabrics does have a healthy 
effect on the general clothing situation. 

Quite recently, the government has 
been taking important decisions on the 
policy issue of releasing foreign exchange 
for consumption purposes. The lifting of 
restrictions on the import of edible oils 
and oilseeds is a case in point. Often, 
however, the relaxation of import curbs 
are not sufficient in themselves to facilitate 
imports. This is because, over a very 
wide range of imports, a double-check 
operates—import ban or restrictions and 
also heavy import duties. The govern¬ 
ment has realised this and it has reduced 


EASTERN ECONOMIST 


164 


FEBRUARY 4, 1977 



the import duty on caprolactum and 
removed the import duty on several edible 
oils and oilseeds. This approach needs 
to be adopted more generally. Mr Jha 
complains, for instance, that a combina¬ 
tion of rigorous restrictions and high 
duties on imports of plant and machinery 
has raised the cost structure of industry 


and contributed to shortages and high 
prices. The moral is that one of the 
good uses to which our gains in foreign 
exchange may be put is to increase 
government revenue for our development 
finance by facilitating imports which 
stimulate production, productivity, 
employment and consumption. 


Pacts with Poland 


The bonds between India and Poland 
were further strengthened last week 
by the visit to this country of Mr 
Edward Gierek, first secretary of the 
Polish United Workers’ Party. On this 
occasion four agreements were signed by 
both the countries in order to enter into 
long-term economic and industrial coope¬ 
ration, and to promote frequent cultural, 
scientific and technological exchanges. 
Among the east European countries, 
Poland—with the exception of the USSR 
—has the largest turnover in trade with 
our country and the latest agreement on 
trade promises sizeable further expansion. 
At a time when one of the members of 
this group of countries—Hungary—with 
which we have rupee trade is planning to 
opt out of this arrangement, it is reas¬ 
suring to know that Poland is willing to 
continue with this pattern of trade which 
during the past two decades has proved 
beneficial to both the countries. 


ment of manufacturing units in these 
industries in our country. Polish techno¬ 
logy and know-how in these industries is 
recognised for its excellence all over the 
world. 

Last year a business group from this 
country had visited Poland in order to 
investigate the areas of possible coopera¬ 
tion between the two countries. This 
group had put forward a number of pro¬ 
posals for collaboration between the 
industrial ventures of the two cauntries 
(see Eastern Economist of December 3, 
1976; page 1078). The delegation had in 
particular referred to the Polish pro¬ 
gramme of constructing no less than 
1.5 million residential flats by 1980. It 
was pointed out that this programme 
could be availed of by our exporters by 
making available to Poland a large variety 
of items including fabrics, upholstery, 
linen and carpeting. 

Also, one of the proposals listed by the 


delegation has been finalised, and an 
agreement between the Indian and Polish 
companies has been signed. According 
to this agreement, the Kelivantor of 
India, and Rybcx and Argos—two Polish 
companies—will join hands to set up two 
joint venture companies. The first com¬ 
pany will be named Kelbex Lid and will 
operate in the field of deep sea fishing. 
With the assistance of Rybcx, Kelbex will 
exploit the marine resources of this country 
within the newly-defined 200-mile mari¬ 
time zone. It is envisaged that this com¬ 
pany will initially charter trawlers which 
will be self-sufficient in the processing 
and canning of fish on board. The second 
company, Agropol India Ltd, will manu¬ 
facture raw and pure alcohol, alcoholic 
beverages, different potato products, fruit 
juices, pulps, concentrates and allied 
products. What needs to be underlined is 
that both these ventures are almost totally 
export-oriented designed to earn valuable 
foreign exchange for our country. 

The second important agreemenr bet¬ 
ween the two countries relates to the 
much-awaited air-link between New 
Delhi ahd Warsaw. LOT, the national 
air survice of Poland will have two flights 
in a week touching this country while Air 
India will also enjoy reciprocal facilities. 
After Moscow, Warsaw will be the second 
capital in eastern Europe with which Air 
India will establish commercial contact. 

In addition, agreements have been 
signed for promoting increased educa¬ 
tional, cultural, scientific and technical 


of great importance 

Of all the four agreements, the greatest 
importance attaches to the one dealing 
with economic and industrial cooperation 
covering the next 10 years. While the 
agreement related to the next five years 
only, it was automatically extendable by 
another five years. This spoke volumes 
of the esteem that each country had for 
the other. The Indo-Polish Joint Com¬ 
mission will supervise and direct the 
implementation of the agreement. The 
areas covered by the agreement are exten¬ 
sive—from agriculture, industry and 
fisheries to shipping. Because of Poland’s 
special capabilities in the manufacture of 
machine tools, meat processing, pharma¬ 
ceuticals and industrial alcohol, there are 
good chances in favour of the establish- 
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The National Planning Committee are re¬ 
ported to have drawn attention to the need for 
drawing up a Resources Budget for the country. 
The aggregate expenditure on account of the 
various plans submitted to the Committee was 
Rs. 1,355 crores (including the N.W.F.P. plan). 
Almost all the plans require coal, steel, cement 
timber and bricks as primary raw materials and 
it would be usoful to analyse the existing 
position in respect of these raw materials. The 
production of coal at the pitheads was 78.97 
million tonnes in 1945 whereas the demand at 
present has been estimated by the Coal Com¬ 
missioner to be 32 million tonnes if the existing 
manufacturing capacity is to be fully utilised. 


The Coalfields Committee considers this to be 
an overestimate but even if we assume that the 
immediate demand is 30 million tonnes, there 
will be a gap between supply and demand. The 
despatches of coal in 1945 amounted to 25.75 
million tonnes and the balancing of supply and 
demand by about 1954 can be predicted only on 
the assumption that despatches will be stepped 
up by H million tonnes per annum. The total 
demand by 1954 or one or two years thereafter is 
expected to be 42 million tonnes. The importance 
of this gap between supply and demand is illus¬ 
trated by the statistics regarding the fall in the 
production of cotton textiles which have been 
quoted in this journal. 
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relationships between the two countries. In 
the coming years, efforts will be made to 
discover the areas wherein the two coun¬ 
tries can assist each other in the extension 
of facilities in these fields. Educationists, 
scientists and technologists from both the 
countries will devise programmes for 
mutual assistance so as to further pro¬ 
mote affinity between the two countries. 

While Poland is an industrialised nation 
with the tenth rank in the world, our 
country also has acquired industrial 
capabilities of a high order during the 
past three decades. Since there are ample 


opportunities of working together in 
third countries, both India and Poland 
have agreed to explore and promote this 
line of business. It may be stated here 
that the two countries have come closer 
to each other during the past two decades 
because of increasing trade turnover 
which is currently worth nearly Rs 200 
crores a year with prospects of rising to 
Rs 500 crores in 1980-81. With increas¬ 
ing understanding and knowledge about 
the capacities and talents available in 
each country, the joint ventures for the 
execution of projects in third countries 
have bright prospects. 


Power needs to be pushed 


A piquant situation has arisen in Kar¬ 
nataka and the stepping up of the power 
cut to 50 per cent for H.T. consumers is 
a grim reminder of the precarious depen¬ 
dence on hydel power and the big gap 
that exists between the demand for and 
supply of electricity. If there was a sizable 
surplus immediately after the Sharavathy 
project came into being and large quanti¬ 
ties of power had to be fed into the 
Tamil Nadu grid, what is now happening 
is exactly the opposite and many indus¬ 
trial units are seriously handicapped on 
account of the inadequacy of power. With 
construction work on the giant Kalinadhi 
project slipping by over a year, it is not 
expected that, even the commissioning of 
the large generating sets of 135 mw each 
at regular intervals, commencing from 
June 1978, will help the state to over¬ 
come the power shortage. 

It is currently estimated that there is a 
gap of 2800 million units annually between 
demand and availability and the position 
gets worse when there is inadequate rain¬ 
fall as has happened in the last three 
seasons. The Kalinadhi project can make 
its optimum contribution only after the 
Stupa storage is fully in operation, which 
will be after four or five years. Even 
assuming that the Kalinadhi project will 
be feeding into the state grid 750 million 
units annually for each generating set and 
power availability will be increased by 
nearly this quantum every year in the next 
four years, the present shortfall itself may 


not be fully made good by 1980. The 
demand for power will be increasing at 
the rate of 10 per cent annually and more 
and over 10,000 million units will be 
required at the end of five years which 
would mean that plans will have to be 
formulated for creating another 1,500 mw 
in the next four years and a much larger 
capacity in the subsequent years of the 
sixth Plan. 

precarious situation 

There are of course other hydel projects 
under contemplation as only 50 per cent 
of the hydel potential is being harnessed. 
But there will be excessive dependence on 
hydel energy with its attendant vagaries. 
Not unnaturally, the state government 
is thinking of installing gas turbines in 
the Bangalore area and negotiations are 
under way with West German suppliers 
for four units of 25 mw each. The situa¬ 
tion is equally precarious in Maharashtra 
and the state government is approaching 
the centre with a request that four units 
of 60 mw each should be erected based on 
low sulphur heavy stock. The cost of 
generation in both cases is double that 
involved in using coal a* fuel. 

These remedies bring out clearly the 
pitfalls in power planning and the 
heavy price that has to be paid for 
delayed implementation of projects. It is 
indeed surprising that there has been no 
attempt to recognise the importance of 


power adequacy for promoting industrial 
and agricultural development even when 
it has been amply demonstrated in Maha¬ 
rashtra and Tamil Nadu that there can 
be no surfeit of power even when the 
regional per capita consumption is much 
higher than the all-India average. 

sevare penalty 

The Andhra Pradesh region paid a 
severe penalty for not laying the required 
emphasis on the implementation of power 
projects in earlier years. With faster 
industrial and agricultural development, 
the daily requirement is now more than 
16 million units. In a short period, the 
state’s requirements will exceed the 
present level of Tamil Nadu. Even though 
it has been postulated that generating 
capacity should get doubled in the next 
three or four years, it is not]expected there 
will be any surplus available for being 
exported except on an exchange basis. 

Only Kerala has an exportable surplus 
and the completion of the first phase of 
the Idukki project will enable the 
step-up of generation by 1500 million 
units in the twelve months ending June 
1978. But the installation of the remaining 
three sets of 130 mw each will not result 
in any additional energy as the sets can be 
used for only peaking purposes. There is, 
of course, a scheme for augmenting the 
storage capacity of both the Sabarigiri and 
Idukki projects by 500 million units. These 
schemes may be completed only in three 
or four years. Three other new hydel 
projects may be completed in 1980-84 
and the capacity added will not be sizable. 

The situation in Tamil Nadu is such 
that the deficit is likely to persist for quite 
a long time. The shortfall in availability 
has no doubt been heightened by the 
failure of the south-west monsoon and 
even partially the north-east monsoon. 
In spite of the Ennore Thermal Station 
generating additionally 900 million units 
and the export of an extra 300 million 
units by Neyveli, it has been necessary 
for the state electricity board to impose 
a cut up to 30 per cent for HT consu¬ 
mers. As in the case of Karnataka, the 
gap is fairly large at a higher level and 
there is no prospect of any substantial 
addition to generating capacity until 1979. 
In 1977-78 the difficulties may be less 
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acutely felt if the hydel reservoirs get 
filled up fully and the Ennore and Neyveli 
stations can provide an additional 800 
trillion units. With Kerala in a position 
to export 1500 million units more with 
the functioning of all three units in Idukki 
drastic curbs on consumption can be 
avoided. But Karnataka will be staking 
a claim for an equal share of the surplus 
over the previous quantum supplied by 
Kerala to Tamil Nadu. As the shortage 
of both Tamil Nadu and Kerala will be 
in the region of 5,030 million units, it 
will still be necessary to impose cuts and 
the position will worsen in 1978-79. 

costly failure 

The failure to create new capacity on 
a continuing basis has thus been highly 
costly and it has not also been possible 
to encourage power-intensive industries 
to be started on a defined basis. Even now 
in Karnataka the aluminium smelter in 
Belgaum is using only 60 per cent of its 
capacity and fresh expansion plans have 
to be stalled though there is no shortage 
of alumina or bauxite in the area. The 
caustic soda plant at Karwar is working 
considerably below capacity as well as 
the new fertiliser plant at Mangalore. 

The Bhadravathy Steel Plant too has 
its own problems. In view of the pre¬ 
empting of the power available from 
Kalinadhi and no prospect of any sizable 
surplus emerging in Andhra Pradesh the 
difficulties of Karnataka and Tamil Nadu 
can be overcome only with the installa¬ 
tion of new units in Andhra Pradesh and 
Tamil Nadu based on coal and lignite. 
There is indeed a case for earmarking 
entirely available supplies of coal for 
power generation in Andhra Pradesh. 

The case for a second mine-cut in 
Neyveli is unassailable and it has even 
been suggested that the new super thermal 
stations should be brought into being 
without delay and coal used till such 
time as lignite becomes available from the 
second mine cut. It may also be examined 
if one more boiler of 50 mw in Neyveli 
can be changed over to oil firing as the 
cost involved in conversion will be much 
less than the generation of power with the 
installation of gas turbines in Bangalore 
as has been proposed by the Karnataka 
government. The time involved in conver¬ 
sion will be much shorter and it will also 


be possible to feed a new unit with lignite 
ifitcanbe erected under the new pro¬ 
gramme, after the modernisation of the 
existing mine has been completed. The 
capacity of the Vijayawada and the 
Tuticorin thermal stations also will have 
to be expanded continually apart from 
installing a sixth unit of 110 mw at 
Ennore. 

The solution therefore lies in making 
the best use of the existing thermal capa¬ 
city besides attempting a quick beginning 
on the super-thermal stations. Arrange¬ 
ments have also to be made for harnessing 
the untapped hydel potential of 3000 mw 
mostly in Andhra Pradesh and Karnataka. 
As these schemes will take six or seven 
years to be completed, preliminary work 
has to be undertaken on several schemes 
in the next year or two. There is no dearth 
of technical personnel nor of heavy elec¬ 
trical equipment and auxiliary machinery. 
The objective should be to create 7000 
mw of capacity in 1979-84 and correct 


During the years following the attain¬ 
ment of statehood on January 25, 1971, 
Himachal Pradesh made special efforts 
to raise its industrial potential so as to 
provide employment to its people and to 
exploit its natural resources profitably. 
The package of incentives and policy 
measures for the development of back¬ 
ward areas announced early in 1971 were 
timely for the state’s industrial pro¬ 
gramme. In order to make these efforts 
more meaningful an expert team of Natio¬ 
nal Alliance of Young Entrepreneurs was 
invited recently by the state to make an 
assessment of the state’s industrial growth 
and offer suggestions for future action. 

Industry in Himachal Pradesh has been 
located at a few places and limited to 
some selected lines such as wood products, 
food products, leather products and 
repair services. Only in recent years the 
state made efforts to bring in more 
modern lines of production. The deve¬ 
lopment of industrial areas, industrial 
estates and specific product lines have 


the imbalance that exists now between 
thermal and hydel capacity. 

Even with the completion of the 
Kothagudam extension, Vijayawada and 
Tuticorin thermal stations, thermal capa¬ 
city in the southern region at the end of 
the fifth Plan will be only 35 per cent 
of total capacity against the average of 
52 per cent for all India. This imbalance 
besides inadequate aggregate capacity has 
been 'mainly responsible for power 
shortage in the region and without the 
adoption of corrective measures the 
regional shortage will be a persistent 
feature. Since the state electricity boards 
have the requisite experience and capa¬ 
bility the financial allocations will have 
to be made on a priority basis without 
government being squeamish about proce¬ 
dural formalities and total financial 
viability. The existing anaemic financial 
position can be rectified only over a 
period and on that score new projects 
which are viable should not be held up. 


paved the way for a sustained economic 
progress. The new industrial set-up emer¬ 
ging in the state has encouraged new 
industries such as cement, fertilisers, 
chemicals, woollens, straw boards, paper 
and paper pulp. 

A development of special significance 
for the state has been the successful ex¬ 
ploration of cement grade limestone at 
various places by the geological wing of 
the state’s industries department. In Bilas- 
pur district, for instance, 150 million 
tonnes of cement grade limestone has 
been proved and another 350 million 
tonnes has been proved in Chamba dis¬ 
trict. As yet only one tenth of the entire 
limestone belt in Chamba area has been 
mapped and the total reserve might be 
of the order of 25,000 million tonnes. 
In view of these deposits of cement grade 
limestone, the Cement Corporation of 
India has already started setting up a 
cement factory at Raj ban, in Sirmur dis¬ 
trict, at an estimated cost of Rs 11.78 
crores. The factory which will have a 
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capacity of 600 tonnes of cement dail), 
is likely to go into production in 1978. 

The Cement Corporation of India has 
also agreed to set up a cement plant near 
Dharamkot, in Kangra district, to uti¬ 
lise the newly found limestone there. 
Another cement factory by a private 
sector entrepreneur is likely to be set up 
in Bilaspur district with an annual capa¬ 
city of.one million tonnes at an estimated 
cost of Rs 33 crores. These units when 
established would make Himachal Pra¬ 
desh surplus in cement and the state 
might be able to supply cement to the 
adjoining areas. 

chemical industry 

The state has also located deposits of 
two million tonnes of chemical grade 
limestone in Chamba and Sirmur dis¬ 
tricts for the establishment of calcium 
carbonate factory. This will provide a 
base for the chemical industry in the 
state. In fact Thirani Chemicals has al¬ 
ready proposed to set up a unit at Paonta 
Sahib to produce 5,000 tonnes of calcium 
carbonate. The state is also fortunate to 
have salt and limestone in close proxi¬ 
mity to each other. This has made it 
possible for the state to encourage the 
manufacture of caustic soda, soda ash 
and glass. A fertiliser unit. Himalaya 
Fertilisers, at Nalagarh, is also being set 
up to produce 50,000 tonnes of granulat¬ 
ed fertilisers annually. 

In addition to these and other large 
and medium scale units, there is a grow¬ 
ing small scale sector consisting of units 
based on iron and steel, aluminium, elec¬ 
tronics and manufacture of tassar silk 
based on the successful rearing of the 
silk worms. The new units to be set up 
during the course of next few years in the 
small scale sector also include the manu¬ 
facture of glass bottles, ceramics, vodka, 
brandy and beer. 

The NAYE study team has suggested 
that forest resources of the state should 
be utilised more judiciously. For instance, 
the wasteful practice of converting wood 
into charcoal still continues. Instead, the 
wood unfit for timber, could be convert¬ 
ed into charcoal on scientific basis, there¬ 
by recovering chemicals, such as, metha¬ 
nol, acetic acid and wood-tar. Semi-por¬ 
table units capable of handling 10 to 15 


tonnes per day of waste wood have been 
proposed to be installed at focal points. 
Similarly acid hydrolysis of wood for the 
production of glucose, yeast and ethyl 
alcohol is another area of waste-wood 
utilization. Glycerol can also be chemi¬ 
cally recovered by wood hydrolysis. At 
present, this technology is not exploited 
in this country, but through pilot plants, 
it can be easily popularised. For instance 
wood hydrolysis is common in the USSR, 
Japan and Sweden. The study has also 
suggested the use of wood waste including 
saw dust in the manufacture of fibre 
board and particle board. Industries to 
make rayon grade pulp are already under 
consideration of the state government. 

For a speedy expansion of industries, 
the extension of infrastructural facilities 
has rightly been stressed by the study. 
Provision of transport and communica¬ 
tion facilities, though time consuming and 
costly, are essential for industrial growth. 


Some tail links that are being extended 
to areas such as Parwanoo and Baroti- 
wala, are bound to help the development 
of industries in these and neighbouring 
places, but the state has to give more 
attention to building roads to connect 
various important towns with each other 
and with the rail heads. Banking facili¬ 
ties have also to be developed further. 
For instance, at present, commercial 
banks do not generally avail of refinance 
assistance from the Industrial Develop¬ 
ment Bank of India (IDBI) in respect of 
their term loans to industries. Conse¬ 
quently, the industrial units have to pay 
higher interest of 15 per cent to 16J- per 
cent as against per cent to 11 per 
cent, depending upon whether the project 
i9 located in backward area or not, under 
the refinance scheme. This deprives the 
industrial concerns of the benefit of lower 
rate of interest envisaged under the 
IDBl’s refinance scheme. 
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Eastern Economist Annual Number 1977 

The Eastern Economist Annual Number 1977, dated December 31, 
1976, analyses the gains made by Industry since June 1975 and points out 
the impediments which have tended to slow down Its onward march. 
Divided into four sections, it discusses the general problems common to 
all industries such as investment, production, productivity, policies and 
procedures followed by detailed studies of basic, capital, intermediate and 
consumer industries. Research analysts and experts in various fields 
have thrown light on the problems faced by each one of the major 
industries with emphasis on the prospects of growth in the light of the 
changes initiated by the government in the past one year in particular. 

Priced at Rs. 20 per copy, it carries a series of charts and' colour 
graphs. 

Regular subscribers are entitled to receive their copy without extra 
charge. 

Copies can be had from) 

The Manager 
The Eastern Economist Ltd. 

UCO Bank Building, Parliament Street, 
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CAPITALS" 

CORRIDORS 

R. C. Ummat 

Modernisation loans • Mini steel plants • Export 
promotion • Taxation receipts 


The secretary for Banking, Mr M. Nara¬ 
simham, told newsmen last week after 
the annual meeting of the chief executives 
of the all-India public financial institu¬ 
tions that Rs 40/50 crores might be sanc¬ 
tioned by June next through the “soft 
window’* set up for providing financial 
assistance to selected industries for 
modernisation purposes. 

The “soft window” has been established 
under the aegis of the Industrial Develop¬ 
ment Bank of India (IDBI), but loans for 
modernisation purposes are to be made 
available not only by the IDBI but also 
the Industrial Finance Corporation (1FC) 
and the Industrial Credit and Investment 
Corporation of India (ICICI). The interest 
on this assistance is to be 7.5 per cent 
per annum. The selected industries whose 
modernisation programmes will be entitled 
to it are textiles, jute, cement, sugar and 
engineering. 

estimated assistance 

The task force which had reported on 
the issue some time ago had estimated 
that an aggregate assistance of Rs 550/600 
crores would be required to be disbursed 
under the scheme in about three years. 
The textile industry would need assistance 
to the tune of Rs 165 crores, and sugar 
and jute industries to the order of Rs 100 
crores each. The balance assistance will 
be required by the cement and engineer¬ 
ing industries. 

Mr Narasimham revealed that it had 
been decided that the IDBI would look 
after the interests of the textile and 
cement industries. The interests of sugar 
and jute industries would be catered for 
by the 1FC and those of the engineering 
industry by the ICICI. 

The pace of applications for assistance 


under the above scheme, Mr Narasimham 
stated, was picking up. The institutions 
participating in the scheme had been 
asked to process the applications speedily 
and clear them within 90 days. 

scope enlarged 

Another important decision taken at 
the above meeting was to utilise free 
foreign exchange reserves to enlarge the 
scope of the technical development fund 
scheme. Hitherto, this fund has been 
solely financed through a World Bank 
loan of S 16 million and only six selected 
industries were allowed to draw upon its 
resources for the import of small value 
goods and balancing equipment. The 
maximum assistance to be given to one 
party under the scheme was estimated to 
be S 250,000. Now, instead of six indus¬ 
tries, 37 industries would be entitled to 
assistance under the technical develop¬ 
ment fund scheme. 

Referring to the promotional activities 
of financial institutions for the develop¬ 
ment of backward areas, Mr Narasimham 
disclosed that action-oriented industrial 
potential stirveys had been completed in 
respect of all the states and union terri¬ 
tories. Technical consultancy organisa¬ 
tions had been established in three areas— 
Kerala, the north-eastern region and 
Bihar—to provide information collected 
by these surveys to prospective investors. 
Consultancy organisations in four more 
states were envisaged to be set up shortly. 
These states were Orissa, Uttar Pradesh, 
Andhra Pradesh and Jammu & Kashmir. 
It was also proposed to set up such orga¬ 
nisations in Himachal Pradesh, Rajasthan 
and Madhya Pradesh in course of time. 

The minister for Industry, Mr T.A. Pai, 
Mr Narasimham said, had in his address 


to the above-mentioned meeting laid 
a good deal of emphasis on the provision 
of financial assistance for projects in the 
backward areas. He had urged the finan¬ 
cial institutions to see that once a unit 
was set up, it existed and prospered. The 
financial institutions were called upon by 
Mr Pai to look into any constraints felt 
by the industrial units in the backward 
areas so that remedial steps could be taken 
expeditiously. The procedure for granting 
licences for establishing industrial units 
in the backward areas, it was pointed out 
to the executives of the financial institu¬ 
tions, had been simplified. The assistance 
programmes of financial institutions for 
the development of these areas, therefore, 
could be speeded up. 

Mr Narasimham further revealed that 
the minister for Industry had urged the 
financial institutions to look into the 
causes of sickness of an industry as a 
whole and not only of the units assisted 
by them. The financial institutions were 
asked to bring to the notice of the govern¬ 
ment the problems of any particular 
industry. It had been suggested that a 
research cell should be set up by financial 
institutions for this purpose. 

mobilisation of resources 

Mr Narasimham further stated that Mr 
Pai had called upon the state governments 
to initiate industrial projects and mobilise 
financial resources for them on their own 
rather than looking to financial institu¬ 
tions. 

The meeting was also addressed by the 
minister of Revenue and Banking, Mr 
Pranab Mukherjce, who stressed that 
financial institutions should cut down 
delays not only in the sanctioning of 
loans but also in the actual disbursement 
of money. He drew the attention of 
financial institutions to the directive of 
the government that the time taken for 
the sanction of assistance should not 
exceed four to five months. He also 
emphasised the need for simplifying the 
post-sanction procedures, including elabo¬ 
rate and separate documentation, and 
drawing up of a time-bound programme 
for disbursement of the assistance sanc¬ 
tioned. 

* * 

The minister for Steel, Mr Chandrajit 


EASTERN ECONOMIST 169 FEBRUARY 4, 1977 



Yadav, and Dr N.C.B. Nath, chairman, 
Metal Scrap Trading Corporation, out¬ 
lined in their addresses to the annual 
general meeting of the Steel Furnace 
Association held here last week, a four- 
point strategy that had been thought of to 
place mini steel plants on a firm footing. 
Some further steps in this direction, 
Mr Yadav said, would follow the consi¬ 
deration by the government of the report 
of the committee of consultants which 
had recently gone into the problems of 
mini steel plants. 

four-pronged strategy 

The four prongs of the strategy outlined 
by Mr Yadav and Mr Nath were as 
follows: 

(i) if no effective steps are taken to 
implement the licences already issued for 
setting up mini steel plants, these licences 
would be cancelled; 

(ii) All help will be made available to 
those mini steel plants which had taken 
steps to improve their technology and 
embark upon diversification—the genuine 
difficulties of some mini steel plants for 
undertaking diversification, of course, 
would be looked into; 

(iii) The Metal Scrap Trading Corpora¬ 
tion would help the mini steel plants with 
technology to assist them in stabilising 
and attaining optimum level of produc¬ 
tion; and 

(iv) Efforts will be made to stabilise the 
prices of scrap. 

The chairman of the Steel Furnace 
Association, Mr C.R. Rathi, called upon 


4he products of mini steel plants. He as 
well emphasised the need for making 
available power to mini steel plants at a 
uniform rate of about 12paise a unit 
throughout the country. 

* * 

In a bid to boost the export effort 
further, the export houses holding ‘‘export 
house certificates*’ during the current 
financial year have been allowed to utilise 
2.5 per cent of the f.o.b. value of their 
total ' exports in the previous year for 
promotional activities, subject to a 
ceiling of one lakh rupees. This facility is 
in addition to the blanket exchange 
releases separately available to export 
houses from the Reserve Bank of India. 

This announcement, made last week, 
has been well received in export circles. 

The detailed procedure announced by 
the Chief Controller of Imports and Ex¬ 
ports in this regard envisages that the 
amount exceeding one lakh rupees but 
falling within the overall 2.5 per cent 
allowance would be adjusted against Rep. 
entitlements by export houses on their 
exports. 

In addition to promotional work, foreign 
exchange can also be Used for import of 
testing equipment and spares and machi¬ 
nery duly cleared from the indigenous 
angle and considered essential for 
establishing common servicing centres. 
For this purpose, the export houses are 
required to approach the Directorate- 
General of Technical Development in the 
ministry of Industry, 

It has been clarified, however, that the 


foreign exchange aliocations in question 
cannot be utilised by export houses for 
payment of commission to their agents 
abroad. There are separate rules and 
procedures governing such payments 
which will continue to be applicable. 

* * 

A good deal of satisfaction is being 
expressed in official circles over the 
increase in receipts from indirect taxes 
this year. Along with the uptrend in the 
revenue earning freight traffic of the rail¬ 
ways—which for the year as a whole is 
expected to touch 210 million tonnes 
(nearly 8 million tonnes more than the 
budget estimate)—the larger-than-expected 
receipts from indirect taxes are considered 
a clear indication of the buoyancy in in¬ 
dustrial production and increase in sales. 

Besides the uptrend in the realisations 
from indirect taxes, the collections from 
direct taxes too are stated to have shown 
an encouraging trend this year, despite 
the lowering of the rates of personal 
income-tax and the incentives provided in 
corporate tax under the Finance Act, 1976. 
During the nine months to December 
last, the collections from direct taxes at 
Rs 1,496.88 crores were higher by 
Rs 211.23 crores than the collections 
during these months a year earlier (Rs 
1,285.65 crores). The increase in the 
realisations from income-tax and corpora¬ 
tion tax amounted to as much as 
Rs 199.74 crores. The increase in the 
receipts from indirect taxes so far is 
understood to have been of the order of 
about Rs 250 crores. 


the government to bridge the gap between 
the demand for and supply of scrap in the 
interest of improving the operations of 
mini steel plants. The total availability 
of scrap currently, he said, was only about 
two million tonnes, as against the require¬ 
ments of nearly 4.5 million tonnes. He 
suggested that scrap should be imported 
at least to the order of about a million 
tonnes next year. The import of scrap, 
he desired, should be allowed duty-free. 
A similar treatment, it was pleaded, 
should be accorded to imports of electro¬ 
des. 

Mr Rathi also stressed the need for 
the abolition of excise duty on steel 
ingots and rolled products and grant of a 
cash subsidy of 20 per cent on exports of 
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Some issues for the 

^ p. c. Banking Commission 


To attract mora deposits to backward areas the author 
recommends differential rate of interest to make it possible for 
deposits of prosperous areas to be diverted to less developed 
areas. 


The State Bank of India and its seven 
subsidiaries were nationalised in 1955 and 
other 14 commercial banks were nationa¬ 
lised on July 19, 1969. Since then each 
one of them is working as an independent 
identity with separate boards of directors 
as they were working before nationalisa¬ 
tion. Though salary scales of workers have 
been unified as per wage awards, salary 
grades system and procedures continue 
to differ. However, in broad policies there 
is control of the ministry of Finance and 
the Reserve Bank of India. It needs to be 
noted that this control applies to all banks 
whether nationalised or not. 

Since nationalisation, these 22 banks 
have expanded their branches in a big way. 
They have also diversified their services, 
introduced schemes for finance for weaker 
sections, agricultural and rural develop¬ 
ment and there is greater emphasis an 
fulfilling the needs of the priority sectors. 

basic Issues 

The basic issues now to be considered 
by the Banking Commission are whether 
the present structure of nationalised banks 
is efficient and economical and whether it 
serves national priorities and policies in 
the best possible manner or not and 
whether to achieve these objectives there 
is a need of any change in their structure 
by amalgamation, reducing the number of 
banks, specialising some of them for 
particular purposes or by making some of 
them as regional banks and others as na¬ 
tional banks. To study these problems the 
Banking Commission is soliciting views of 
various sections of the population through 
a questionnaire and oral evidence and by 
special studies. 

The issue regarding number of banks to 
be retained should be decided on the basis 
of optimum size. If some of the banks 
are having lesser number of branches th «« 
required to achieve optimum economy 


then there is a case for merger but if some 
banks have more than optimum branches 
or business there may be justification for 
sub-dividing them. As this is a technical 
matter, it requires scientific studies about 
the current efficiency and management of 
each bank and the optimum size can be 
arrived at for purposes of administration. 
This again will depend not only on the pre¬ 
sent size and number of branches, but to 
what extent we want to mechanise their 
working. Even in mechanised services bank¬ 
ing will remain personalised service and will 
continue to be a labour intensive industry. 
Looking at the problem of unemployment, 
it may also not be desirable to mechanise 


POINT 

OF 

VIEW 


beyond a certain point. Keeping these 
factors under consideration an objective 
study can suggest whether there is a need 
to reduce the number of banks or not. 

The next important issue is whether the 
various nationalised banks be permitted to 
work throughout India or some of them 
may be made regional banks to be respon¬ 
sible to provide services in a particular 
region. To begin with all the banks 
started in a particular region but gradually 
all of them have spread branches in all 
parts of the country. But even then some 
banks such as the State Bank of India, 
Central Bank, Punjab National Bank, Bank 
of India and United Commercial Bank have 
spread more extensively than others though 
all have branches practically in all states. 
The issue of making some banks as 
regional banks should be considered from 


two angles; (a) whether such reorganisa¬ 
tion will help larger and better services in 
the region; and (b) what will be its affect 
on overall banking facilities. 

If a particular bank is made responsible 
for developing banking facilities in a 
particular region it will naturally devote 
all its resources to that region. But it is 
likely that deposits raised by it may fall 
short of the needs of that region. Under 
the present system banks raise deposits 
where they are available and invest where 
they are demanded. In other words 
resources are transferred from one area to 
another depending upon their demand and 
supply. This will become more difficult 
if a system of regional banks is adopted. 
Although it will always be possible to 
transfer resources through inter-bank bor¬ 
rowings, this will raise costs. 

branch banking 

Banks having branches all over the 
country have some edge over regional 
banks in cheque collection, bills discount¬ 
ing and providing many other services. 
Therefore, the system of branch banking 
rather than unit banking is becoming 
more popular. Similarly a national bank 
may have an edge over a regional bank in 
regard to certain services. 

The only advantage of regional banks 
can be that they may be able to devote 
their full time and attention to a particular 
region. This objective perhaps can also 
be achieved by assigning responsibility to 
each bank to work as ‘lead* bank in a 
particular state or region without confining 
its activity to that region alone. 

It is said and feared that if regional 
banks are not established, backward re¬ 
gions will remain backward. This problem 
can be solved in two ways without estab¬ 
lishing regional banks. First, the Reserve 
Bank or some other specialised agency may 
allocate the resources of banks to various 
areas where they are operating and it may 
be obligatory on banks to invest that 
much fund in a region. Only 10-15 per 
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cent of resources may be left at the dfc • 
crction of each bank to have some flexibi¬ 
lity. Secondly, at branch level, district 
level and regional level there should be 
advisory councils, regional boards etc. to 
suggest to each bank the local needs and 
to see that they arc met. Regional boards 
can help to decide all cases at regional 
level barring a few requiring very hu&e 
loans. This system will be of much help 
even if'regional banks are established. 

One important problem facing banks is 
over-competition in some areas where 
more branches have been opened than 
business justifies. Asaresultsome branches 
have less business than required for break 
even. The past situation in this regard 
can be solved by merging branches if 
business does not justify so many branches, 
but for future the problem can be avoided 
by greater planning of the branch expan¬ 
sion programme. The Reserve Bank of 
India already has control on opening of 
banks branches. In order that any area 
may not remain underbanked and in other 
areas too many branches may not be 
opened, after careful study, the need of 
branches may be decided at various places 
and then they may be allocated to various 
banks. The study of the need of branches 
may be done by the Reserve Bank or a 
specialised agency may be thought for it. 

improved procedure 

There is also a need to improve proce¬ 
dures and standardise forms, whether 
the number of banks remains unchanged 
or not. In respect of the rate of interest 
on deposits and loans and service charges 
there is almost uniformity, because of 
the control of the Reserve Bank of India, 
but procedures are not alike. There is 
need of much more studies than were 
carried out so far to reduce the number 
of forms, make them uniform in all banks 
and to standardise procedures and forms 
to achieve economy, improve efficiency 
and reduce cost. This task may require 
much more studies than are possible in 
the limited time with the Commission, 
but it needs to be considered in depth. 

The question of standardisation of 
salary grades at higher levels in all banks 
and the standardisation of administration 
also needs to be studied in depth. At 
present there is wide variation in the 
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system of administration depending upon 
past traditions. It may be worthwhile to 
study which bank’s administrative system 
is most efficient so that the same may be 
adopted in all nationalised banks, if not 
in all the banks. 

A bank’s performance to a great extent 
is judged by the growth of deposits. There 
has been tremendous and impressive 
growth in deposits after nationalisation, 
but this growth varies from region to region 
even of the same bank and amongst banks. 
As mobilisation of savings is key to our 
development much greater emphasis is 
needed for mobilisation of deposits spe¬ 
cially in less developed areas. Opening 
of more branches, greater publicity and the 
education of public are conventional 
methods. 

differential rate 

The possibility of allowing higher interest 
rate on deposit in backward areas should 
also be considered in all its pros and 
cons. If differential interest rate is 
allowed, it is possible that deposits of 
prosperous areas may be diverted to less 
developed areas. However, it should be 
possible to safeguard such diversion by 
allowing higher interest only to residents 
of a town where the branch is situated. 
Though it is very necessary to regulate 
rate of interest on bank deposits, some 
relaxation for specialised schemes may 
also be considered specially for under¬ 
banked and backward areas for a limited 
and specified period in a similar manner 
as lower rate on credit to weaker sections. 

The problem of economies of branches 
has also become of great importance 
since opening of larger number of rural 
branches and uneconomic working of many 
branches. Greater economies can partly 
be achieved by avoiding undue competi¬ 
tion through greater planning but more 
important appears to be branch adminis¬ 
tration. In order to make them more eco¬ 
nomical in smallar places branches manned 
by one or two persons should also be 
considered. 

Another important aspect is the credit 
policy and making available credit to 
weaker sections of the society so that 
they may not be exploited by money len¬ 
ders. In this regard considerable 
improvement has taken place, but as 
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long as weaker sections are required to go 
to money lenders it can be said that the 
objective has not been fully achieved. To 
achieve this, the basic attitude of bankers 
should change from ‘security’ to purpose 
of borrowing. Further, to help weaker 
and rural sections formalities of filling 
forms should be minimised and banks 
should meet their emergency requirements 
even for non-productive purposes if needs 
are genuine so that they may be freed 
from the clutches of money lenders. Ex¬ 
perience gained so far should be analys¬ 
ed and for starting small business, 
enterprise or service, clean loans should 
be made available more liberally. The 
hesitancy of bank managers to venture to 
provide unsecured loans should be re¬ 
moved by changing service rules and if a 
debt becomes bad for reasons beyond the 
control of a manager, he should not be 
punished for it. Larger credit can be¬ 
come available only when banks take 
larger risk to provide funds to rural areas. 

specialised banks 

Specialised banks are also being thought 
of to help certain sectors such as export or 
agriculture, but too many specialised banks 
may not be economical. It may prove 
more beneficial if some resources of banks 
are earmarked for various priority activi¬ 
ties rather than having separate specia¬ 
lised banks for each such service. 

All these problems ultimately will have 
to be handled by managers and other 
staff. Hence in the final analysis the need 
for properly trained persons in adequate 
number is also very important and needs 
to be considered in depth. To meet the 
demand of personnel there is a Banking 
Institute and some banks also have their 
training colleges. Probably the problem can 
be overcome if commerce graduates are 
given practical training while studying 
either in their colleges through actual 
part-time working in local branches or 
part-time evening classes by local experts. 

These are some of the major issues 
which will have to be studied in depth 
by the Banking Commission for suitable 
solutions. The banking system is the life 
blood of modern economy and if our 
banking is restructured on proper lines, 
it will greatly help in achieving our objec¬ 
tive of bringing greater prosperity in the 
shortest possible time. 
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Supply situation in wheat and rice 

B.N* Singh & R.K. Pandey 


The authors compare the growth rate of population with production 
and find that before 1963-64, the growth of population was more 
rapid than production while in the later stages it was production 
which led the race. 


1971-72 over 1954-55. Total foodgrain 
production touched the level of 101 
million tonnes while population was 597 
million. 


Due to increasing population the nation 
was facing a food problem for the past 
many years. The actual production was 
less than the requirements. To compen¬ 
sate for the inadequancy of indgenous 
production the country had to import 
large quantities of foodgrains. 

The introduction of new technology 
specially in wheat and rice crops, has 
resulted in important changes in Indian 
agriculture. The new technology brought 
foodgrain production to the level of self- 
sufficiency, specially in wheat, in 1972, 
from near famine conditions in the late 
sixties. This rise in production has been 
accompanied by increasing use of non- 
traditional inputs, viz. fertilizers, irriga¬ 
tion and mechanized sources of power. 

green revolution 

The green revolution started in 1965 
specially in wheat and rice on a large 
scale. In the present study, we will 
examine the following: 

(1) Growth rate of human population 
and foodgrains production; 

(2) Proportion of wheat and rice in the 
total foodgrains; 

(3) Analysis of net production, imports 
and net availability of wheat and 
rice during recent years; and 

(4) Projection of production and avail¬ 
ability of wheat and rice for the 
years 1979-80. 

Table I gives changes in population and 
foodgrains production during 1954-55 to 
1971-72. 

The table reveals that the population 
of India in 1954-55 was 37.7 crores; it in¬ 
creased to 56,2 crores in 1971-72. In 
this period 48.9 per cent growth rate had 
been observed. In ten years (from 1954- 
55 to 1963-64) the growth rate of popu¬ 
lation had been recorded at 22.3 per cent 
while the total foodgrain production had 
increased only by 14 per cent. This im¬ 


balance in the growth rate of population 
and production created problems. High- 
yielding varieties of crops were introduced 
in 1965. These crops responded well. In 
the year 1971-72 there was surplus of 
foodgrains production specially wheat. 
Though the population showed 48.9 per 
cent increase in 1971-72 over 1954-55, 
the production was not far behind and it 
also showed 48.6 per cent increase in 


Rice and wheat crops are grown ex¬ 
tensively in the country. The overwhelm¬ 
ing importance of rice and wheat is evid¬ 
ent from the fact that more than 65 per 
cent of the total production of food- 
grains comes from these two crops. 
The production, net import and availabi¬ 
lity of these foodgrains from the years 
1954-55 to 1971-72 is given in Table II. 

It can be observed from this table that 


Table I 

Growth Rate of Population and Food Production 


Particulars 1954-55 1958-59 1963-64 

1968-69 

1971-72 

1974-75 

Population (million) 377.34 

397.39 461.54 

514.87 

561.87 

597.23 

Percentage increase 

0 

5.3 22.3 

36.4 

48.9 

58.27 

Production (million) 

61.89 

68.95 70.61 

82.26 

92.02 

101.06 

Percentage increase 

0 

11.4 14.0 

32.8 

48.6 

63.2 



Table II 




Production, Import and Availability of Wheat, Rice and Total Foodgrains in India 


from 1954-55 to 1971-72 

(million tonnes) 

Particulars 

1954-55 

1958-59 

1963-64 

1968-69 

1971-72 

A. Production 






1. Wheat 

8.04 

8.74 

8.66 

16.39 

23.21 

2. Rice 

24.53 

29.58 

34.20 

36.74 

39.79 

3. 1+2 

32.57 

38.33 

42.86 

53.13 

63.01 

4. Total Food- 






grains 

61.90 

68.95 

70.61 

82.26 

92.02 

5. Prop of 3 to 4 

52.6 

55.5 

60.6 

64.6 

68.4 

B. Import 





- 

1. Wheat 

.440 

3.543 

5.621 

3.090 

—.492 

2. Rice 

.165 

.295 

.642 

.471 

.014 

3. 1+2 

.605 

3.838 

6.263 

3.561 

—.478 

4. Total Foodgrains .613 

3.851 

6.252 

3.824 

—.498 

5. Prop, of 3 to 4 

98.8 

99.6 

100.2 

93.1 

—95.9 

C. Availability 






L Wheat 

8.30 

12.12 

15.57 

19.33 

25.99 

2. Rice 

25.65 

29.50 

34.79 

36.65 

40.85 

3. 1+2 

33.95 

41.61 

50.37 

55.98 

66.85 

4. Total-Foodgrains 63.16 

72.31 

78.11 

85.63 

96.22 

5. Prop, of 3 to 4 

53.7 

57.5 

64.4 

65.3 

69.4 
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the production of rice and wheat together 
formed 52.6 per cent of the total food- 
grains in 1954-55. It increased to 68.4 
per cent in 1971-72. The production of 
rice in 18 years has increased to one and a 
half times while it has increased thrice in 
the case of wheat. The rice crop showed 
continuous increase from 1954-55 to 
1971-72 while in the case of wheat it was 
stationary up to 1963-64. From 1963-64 
to 1968-69 the production of wheat in¬ 
creased twice. The increase was up to 
the extent of three-fold by 1971-72. 

similar trend 

Table II further indicates that the 
total amounts of import and export in 
foodgrains are limited to wheat and rice. 
Up to 1968-69 more than 90 per cent 
imports of foodgrains consisted of 
wheat and rice. However, in 1971-72 
more than 95 per cent of the export was 
of wheat and rice. The availability of 
rice and wheat presents the similar trend 
and is closely related to the pro¬ 
duction. In the year 1954-55, wheat and 
rice together formed about 52.7 per cent 
of the total availability of foodgrains. 
The proportion is continuously rising and 
in the year 1971-72 it is more than two- 
thirds of the total. 

To study the relationship among net 
production, time and change in the 
technology of production a linear regres¬ 
sion model was used. Dummy variable 
was introduced to sec the influence of 
change in technology due.to the intro¬ 
duction of high yielding varieties in the 
year 1966. The other items included in 
the analysis were net imports and 
availability of grains. Wheat and rice 
were selected. The model used in the 
study is as follows : 

Y= « +B 1 X l +B,X 8 +B 3 X, j e 

where Y ■= dependent variable showing 
net production, net import 
or availability of wheat and 
rice. 

Xi=time variable expressing 1955-56 
as 1 

X*~0if observation belongs to the 
period before 1964-65; and 
1 if otherwise. 

X»=Xi multiplied by X a . 
a Bj are constant and e is error term. 


Variable X t is used as a dummy vari¬ 
able to show the impact of changing 
technology on the net production and 
availability. Variable X» is a composite 
variable and is obtained by multiplying 
the time trend with dummy. 

Regression equations were estimated 
using all the three variables mentioned 
above as independent variables. The 
dependent variables included in the analy¬ 
sis were net production, import or availa¬ 
bility for wheat and rice. The value of 
R a , the size of coefficients and constant 
terms were similar for production and 
availability. However, when time, dummy 
and combination of time and dummy 
variables were included into the analysis, 
the coefficients associated with the 
dummy variables were not of correct 


Table III 

Estimated Equations for Rice 


Particulars 

Pure 

constant 

Reg. coeffi¬ 
cients 

R 2 

Net Production 



Xt 

23800.95 

762.66* 

(119.93) 

0.71 

x s 

29215.50 

5835.12* 

(1844.73) 

0.38 

X, 

Availability 

28975.32 

411.32* 
(107.59) 

0.47 

x, 

24546.27 

734.39* 

(120.41) 

0.70 

X. 

29774.20 

5587.17* 

(1817.75) 

0.37 

x 3 

29541.74 

394.20* 

(106.46) 

0.46 


(1) * Significant at 1 per cent probability. 

(2) Units of measurement of net produc¬ 
tion, input and availability are 
thousand tonnes. 

(3) Xi, X a and X* are as defined earlier. 
Import as a dependent variable : 


511.86* 

—7.34 0.03 


(10.32) 

448.49 

-30.99 0.005 


(109.21) 

475.49 

5.91 0.04 


(6.76) 


sign. This was probably because of high 
multicollinearity. Its extent can be seen 
from the correlation matrix (Table V). 
Later on, it was decided to use only one 
regressor at a time. The results are shown 
in Table III for rice and Table IV for 


Table IV 

Estimated Equations for Wheat 


Particulars 

Pure 

constant 

Reg. co¬ 
efficients 

R* 

Net Production 



x, 

3710.98 

758.84* 

(120.01) 

0.71 

X. 

8746.00 

6598.99* 

(1664.88) 

0.49 

X. 

Availability 

8327.56 

486.48* 

(84.90) 

0.67 

X, 

6256.85 

847.44* 

(51.99) 

0.49 

X, 

11802.40 

7543.47* 

(1277.21) 

0.68 

X, 

11630.56 

511.61* 

(66.45) 

0.78 

Import as a dependent variable 


X, 

2863.82 

68.33 

(99.45) 

0.02 

X, 

3108.20 

1064.65 

(1019.47) 

0.06 

X. 

3405.97 

25.45 

(66.37) 

0.009 


wheat. All the regressors were statisti¬ 
cally significant. Time variable explained 
. 70 per cent or more of the variation in 
net production and availability of rice. 
The corresponding values in the case of 
wheat are .71 and .94. Dummy vari¬ 
ables explained a larger amount of varia¬ 
tion in the case of wheat as compared 
to rice. This may, probably be due to 
the greater technological advance in 
wheat cultivation than in rice cultivation. 
The figures related to import did not 
show any definite correlation and the 
selected regressors were unable to explain 
any variation in the import of the selec¬ 
ted foodgrain. The relationship between 
the import and selected variables is 
shown in the foot note of the tables for 
the sake of completeness. 

The estimated values of production in the 
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case of rice comes very close to actual in 
the year 1973-74 in comparison to year 
1972-73. The same type of trend was 
found with net availability. It confirms 
that the estimated value for 1979-80 will 
be closer to actual one. The trend of the 
estimated values of production and net 
availability of wheat are similar to that 
of rice. 

The analysis of this study is devoted to 
compare the growth rate of popula¬ 
tion with production and found that 
before 1963-64 the growth of popu¬ 
lation was more rapid than the produc¬ 
tion while in the later stages it was pro¬ 


duction which led the race. A compari¬ 
son had also been made among produc¬ 
tion, import and net availability of wheat 
and rice to total foodgrains and it was 
found that the percentage production and 
net availability of wheat and rice is 
increasing consistently. However, import 
of wheat and rice had declined after 
1963-64 and in 1971-72 India reached 
such a position that it started exporting 
wheat and rice. However, the perfor¬ 
mance has been irregular in the recent 
years. 

The regression analysis approach has 
also been utilised. This study had three 


Tabu? V 

Correlation Matric 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1. 

1.000 









2. 

—0.217 

1.000 








3. 

0.996 

—0.216 

1.000 







4. 

0.857 

—0.516 

0.852 

1.000 






5. 

0.058 

0.773 

—0.723 —0.351 

1.000 





6. 

0.868 

—0.236 

0.869 

0.894 

0.433 

1.000 




7. 

0.846 

—0.175 

0.836 

0.845 

0.169 

0.971 

1.000 



8. 

0.620 

—0.070 

0.609 

0.703 

0.252 

0.827 

0.861 

1.000 


9. 

0.690 

—0.213 

0.679 

0.819 

0.095 

0-887 

0.902 

0.980 

1.000 


1. Net production of rice 4. Net production of wheat 7. Time 

2. Net import of rice 5. Net import of wheat 8. Dummy 

3. Availability of rice 6. Availability of wheat 9. Time x Dummy. 


Table VI 

Comparison of Projected Value with Actual 
Value 


(thousands tonnes) 


Production 

Availability 

Years Actual Pro¬ 

Actual Pro¬ 

jected 

jected 


Rice 

1972-73 

36262 

38291 

36200 

38499 

1973-74 

40418 

39054 

40647 

39234 

1979-80 

— 

43630 

— 

43640 

Wheat 

1972-73 

21742 

18129 

24881 

22358 

1973-74 

19401 

18888 

23473 

23206 

1979-80 

— 

23441 

— 

28290 


dependent variables i.e. production, net 
import and availability of rice and wheat. v 
The independent variables included are 
time variable and dummy variable to see 
the impact of new technology. The pro¬ 
jected values for net availability and 
production indicated a similarity with the 
actual observed values. The projected 
value for the availability of rice for the 
year 1979-80 will be 43.6 million tons. 
The corresponding values for wheat will 
be 28.3 million tons. 
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Good growth prospects 

for US economy 


While having some expansionery Impact, the fiscal programme outlined 
by President Carter is modest It should not spur inflation much nor 
create undue strain in financial markets , says the Chase Manhattan 
Bank Review . For the sake of future growth, policy makers should plan to 
take up soon the question of the adequacy of capital formation . 


The new year has opened, and the new 
President taken office, with the US 
economy moving ahead in good shape. 
With some fiscal stimulus to bolster acti¬ 
vity and to ensure against the risk of 
too-weak demand, US real output by 
year-end should be up as much as 5-J- per 
cent from the end of 1976. The danger of 
renewed serious inflation is a constraint 
on efforts to boost the growth rate in the 
United States as well as in other nations, 
but there is room within that constraint. 
US production should be able to grow at 
least this year by more than five per cent 
without encountering significant excess 
demand pressures. 

In the fourth quarter of 1976, real output 


of 1975, while stocks of non-durables 
declined appreciably. Inventories are now 
probably normal-to-low in most business 
lines. Assuming that good growth in final 
sales persists, inventory demand should 
be clearly stronger this year than it was 
in late 1976. 

While having some expansionary impact, 
the fiscal programme outlined by President 
Carter and Congressional leaders is modest. 
It should not spur inflation much nor create 
undue strain in financial markets. It was 
something of a surprise that the program¬ 
me outline had no feature directly aimed 
at stimulating capital investment. Capital 
spending was slow to start growing again 
after the 1973-75 recession, and this has 


WINDOW 

ON 

THE WORLD 


grew a paltry three per cent at an annual 
rate, but conditions were better than that 
showing suggests. Part of the problem 
was output lost because of the early-fall 
auto strike. But a more general factor 
was very conservative inventory policy. 
Final sales —all takings of output except 
for inventory—had their strongest gain 
of the year, but the rise in stocks was 
less than half as fast as in earlier months 
of 1976. The tight inventory policy meant 
that fourth-quarter production did not 
rise nearly as much as final sales did. In 
retailing, non-durable goods volume 
showed the strongest gain since the spring 


drawn attention to the broader question 
whether the US economy is generating 
too little new capital—too little, that is, 
relative to the volume needed for non¬ 
inflationary growth and high employment. 
Investment figures for recent months were 
skewed by swings in motor vehicle buying. 
But underneath that, the current trend 
is growth at a fairly good pace and the 
1977 economic climate should keep in¬ 
vestment on that track. The kind of 
modest stimulus that might have been 
expected as part of the fiscal package 
would probably not make a big difference 
to tear-term spending. But for the 


sake of future growth, policymakers must 
plan to take up soon the question of the 
adequacy of the US capital formation. 

The changes in the pattern of US 
international transactions observed last 
year will continue to develop in 1977. The 
trade deficit will widen significantly, but 
countervailing movements in the service 
and income accounts imply a smaller 
deterioration of the current account. The 
capital account is likely to continue to 
improve and show a small surplus this 
year. 


trade deficit 

The US trade deficit, a record $9 
billion in 1976, is expected to widen 
to something on the order of $15-18 
billion in 1977. The exact size of the 
US trade deficit will be determined by 
the pace of US economic growth, the 
effective increase in the price of imported 
oil, and the strength of aggregate demand 
abroad. The US economic growth will be 
slightly slower than last year, but aggre¬ 
gate growth in the rest of the world will 
be significantly less than in the United 
States. And many countries—both deve¬ 
loped and developing—will cut external 
outlays in response to continued balance- 
of-payments difficulties this year. 

Given the expected growth of nominal 
income in the United States, US imports 
should increase by about 20 per cent this 
year. The recent oil price hike would add 
some $2£ billion to the import bill even 
if oil import volume is unchanged, and 
declining oil production in the continental 
United States suggests some further in¬ 
crease in the volume of oil imports. In 
addition, the buildup of oil inventories 
has been considerably less than expected 
because of unusually cold weather. 
Imports of capital goods will , rise only 
moderately through most of 1977, but the 
demand for imports of consumer goods 
will remain fairly strong. 

The outlook for US exports is dis- 
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couraging. The European economies 
will do well to achieve aggregate growth of 
three per cent in 1977. The LDCs will not 
be a source of increased demand for US 
exports because many of them are in pay¬ 
ments difficulty. OPEC revenues will 
grow but a major share of the increase 
should go to Saudi Arabia, which has a 
low absorption potential. And there is 
little prospect of significant increases in 
US agricultural exports, since the world 
in general has enjoyed two years of good 
harvests. Therefore, US export revenues 
are not likely to grow more than 14 per 
cent in 1977, with half of the increase 
reflecting higher prices. 

The large US trade deficit by itself 
will not be sufficient to promote a general 
uplifting of the world’s economies in 
1977 because it will be distributed among 
only a relatively few countries: the 
western hemisphere nations, Japan, a 
few other Asian countries, and—most 
notably—those countries from which the 
United States imports oil. The enlarged 
US trade deficit probably will have only 
a limited effect in stimulating demand in 


Europe, for example. In order to achieve 
sufficient growth in aggregate world de 
mand to stimulate a broad global econo¬ 
mic advance, the US expansion must be 
coordinated with stimulative policies in 
the stronger OECD countries, notably 
West Germany and Japan. 

The deterioration in the US current 
account is not expected to be as large as 
that in trade alone because of increased 
repatriation of income generated by US 
investments abroad and because of siz¬ 
able foreign purchases of US military 
epuipment. Reflecting uncertain econo¬ 
mic and political outlook in many 
foreign countries, US multinational 
companies are inclined to repatriate in¬ 
come rather than to reinvest, and this 
trend should continue into 1977 as 
economic growth abroad slows. 

On the capital account, there will pro¬ 
bably be little net change this year in the 
dollar flow of US direct investments 
abroad, which totalled in the neighbor¬ 
hood of 55 billion in 1976. Foreign direct 
investments in the United States arc grow¬ 


ing, but many of the well-publicised ven¬ 
tures of foreign firms into the US market 
have been financed here, and thus do not 
give rise to any net capital inflow in the 
US accounts. 

Investments in stocks and bonds, which 
are highly interest-sensitive, are likely to 
be the swing items this year. Declining 
US interest rates during most of last 
year discouraged foreign investment in 
US securities, and contributed to large 
capital outflows as foreigners found it 
more attractive to borrow in US capital 
markets rather than to invest. The United 
States is almost certain to record a large 
capital outflow again in the first quarter 
since US interest rates remain relatively 
low. But this is likely to reverse later 
this year as US interest rates rise. There 
will then be a greater incentive for in¬ 
creased foreign portfolio investment in 
US securities. 

Perhaps of greatest interest in this 
analysis of US international transactions 
in 1977 is the fact that US merchandise 
trade will register a record deficit for the 
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second straight year. The United States 
has traditionally been regarded as a trade- 
surplus, capital-exporting country—the 
epitome of a mature economy. The 
accumulation by OPEC of large surplus 
funds, a substantial portion of which has 
been invested in dollar assets, has chang¬ 


ed this traditional pattern. So long as 
the United States remains an attractive 
site for investment, the US trade account 
is likely to remain in deficit and the 
United State will continue to be a net 
importer of capital. This may appear to 
be a strange turn of events, but, in fact, 


it represents a necessary adjustment to the 
emergence of what appears to be an 
enduring large current account surplus in 
the eil-exporting countries of the Arabian 
Peninsula. 

Courtesy : “International Finance ” issued 
bi-weekly by The Chase Manhattan Bank 


Recovery begins in Australia 


The Australian government sees Inflation as the main impediment to 
sustained recovery in economic activity and employment it has 
reinforced its anti-inflation stance by strong advocacy of wage restraint 
The government has indicated that it would ensure that identifiable 
effects of devaluation upon the Consumer Price Index do not flow on 
into wages . 


The Australian economy is recovering 
from a deep slump in economic activity 
which was accompanied and prolonged 
by high inflation. The recovery began a 
little later than in some other developed 
countries. Some moderation in the rate 
of inflation has been achieved; although 
still high by past standards and in rela¬ 
tion to rates being experienced in coun¬ 
tries that have had most success with the 
problem, it has been running recently at 
about the average rate of OECD countries 
taken as a whole. 

Initial promise of recovery in activity 
appeared as early as the second half of 
1974-75. But with inflation continuing 
at high levels these signs were dispelled 
and activity declined again in the first 
half of 1975-76. A more soundly based, 
but still tentative, recovery with more 
underlying strength in the private sector 
has become evident from the beginning 
of 1976. The level of activity increased 
in 1975-76 but all of the increase was 
accounted for by the growth in the second 
half of the year. Gross Domestic Product 
at constant prices is estimated to h ive 
risen by 1.3 per cent for the year; gross 
non-farm product by 0.8 per cent. Non¬ 
farm product declined by 1.4 per cent in 
the first half of the financial year but 
increased 3.1 per cent in the second half. 

As is typical of the early stages in a 
recovery, the upturn in activity has not 
yet been reflected in any reduction in un¬ 
employment although overtime working 


has been trending upwards since mid- 
1975 and private employment has been 
growing slowly. Registered unemployed 
stood at 272,500 at end-November 1976 
(4.5 per cent of the estimated work-force) 
compared with 265,600 a year earlier. 
After allowance for the phasing out of 
government employment-creating schemes 
over that period the number registered 
for employment is little different from a 
year earlier. Inflation began to recede 
during 1975-76 from its very high rates of 
the year before. A guide to recent trends 
is to be had by comparing the increases 
in the Consumer Price Index recorded in 
the March, June and September quarters 
of 1976—3.0 percent, 2.5 per cent and 2.2 
per cent compared with an average 
quarterly increase of 4.0 per cent in 1974 
and also in 1975. 

Developments on current account of 
balance of payments were steadier in 
1975-76 than in the previous financial 
year. A growing trade surplus, due to 
a strong growth in exports and little 
year-on-ycar growth in imports, was 
offset to a large extent by growth in the 
deficit on net invisibles account. The 
current account deficit for 1975-76 was 
$A803,000,000. By contrast there was 
some instability in Jhe capital account, 
primarily reflecting heavy private capital 
outflows in the December quarter, appa¬ 
rently as a precautionary response to 
exchange rate expectations. Unwinding 
of such positions and the resumption of 
moderate net capital inflow on official 


account in the second half of 1975-76 
produced an overall balance of payments 
deficit of only $A9,000,000 for that period 
compared with a deficit of SA 1010-million 
in the first half of the year. 

During 1975-76 macro-economic policy 
moved progressively toward inflation 
restraint as a necessary pre-condition for 
sustainable recovery and lasting reduction 
in unemployment. The 1975-76 budget 
provided for an increase in Australian 
government outlays at only half the rate 
recorded in 1974-75. After the change of 
government in December 1975, restraint 
on public sector spending was reinforced 
by further expenditure-reducing measures 
announced in December, February and 
May. These were aimed at reducing the 
relative size of the public sector and the 
inflationary effects of excessive budget 
deficits. 

excessive liquidity 

By the end of 1975, however, the 
budget deficits incurred in the prece¬ 
ding periods had led to an excessive and 
potentially inflationary build-up of liqui¬ 
dity. A set of monetary measures was 
announced in January to take up more of 
this liquidity into government securities. 

Measures to help revive the private 
sector were also taken early in the life 
of the new government: these included 
reinstatement from January 1, 1976 of an 
investment allowance for plant and equip¬ 
ment, to replace the temporary double 
depreciation allowance which expired on 
June 30, 1976 and full personal income- 
tax indexation and a revised system of 
family allowances, which came into effect 
on July 1, 1976. The 1976-77 budget 
took its place in the process of imposing 
more effective restraint on Australian 
government outlays, and, through the 
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resultant reduction in the deficit, achiev¬ 
ing the monetary environment that is 
seen as necessary if inflation is to be 
further controlled. The budget was also 
directed at revival of the private sector, 
the other related element in the govern¬ 
ment’s economic strategy. The budget 
provided for a further halving in the rate 
of increase in government spending 
(bringing growth in money terms down 
to around 11 per cent), the introduction 
of the first stage of company-tax indexa¬ 
tion (trading stock valuation) and incen¬ 
tives for the mining industry. 

The projected budget outcome was 
thought to be consistent with growth in 
the broadly-defined money supply (M3) 
of 10 to 12 per cent over 1976-77. Al¬ 
though circumstances were altered by the 
devaluation of the Australian dollar on 
November 29, 1976, the government’s 
monetary policies continue to seek to 
establish financial conditions which will 
underwrite recovery while at the same 
time bearing down on the rate of infla¬ 
tion. 

main impediment 

The government sees inflation as 
the main impediment to a sustained 
recovery in activity and employment. Its 
policies are, therefore, focused on further 
reduction in inflation. The government 
has reinforced its anti-inflationary stance 
by strong advocacy of wage restraint. 
With the aim of reducing inflation and thus 
speeding the recovery, the government 
has argued before the Conciliation and 
Arbitration Commission for indexation of 
wages by less than the full amount of 
inherited price increases in the four 
national wage cases in 1976, with some 
success in May and August but not in 
November. 

The speed with which inflation is fur¬ 
ther reduced will depend heavily on 
future award wage increases in these 
national wage indexation cases. There has 
already been considerable easing in the 
rate of increase of award wages and 
average earnings. The future application 
of some form of partial indexation as 
applied in the May and August quarterly 
national wage cases would be consistent 
with a continued winding-down in the rate 
of inflation provided extra-indexation 
increases remain small. The government 


has also indicated that it will be doing 
everything in its power to ensure that any 
identifiable effects of the devaluation 
upon the Consumer Price Index do not 
flow on into wgges, either through na¬ 
tional wage case hearings or more gene¬ 
rally. 

While the strength of the recovery in 
demand and activity remains uneven, 
improvement occurred on a fairly wide 
front in the second half of 1975-76. 
Private consumer spending, private 
dwelling construction, gross private other 
capital investment, exports, and an end 
to the 1975 rundown in stocks, all contri¬ 
buted to the real growth in Gross Domes¬ 
tic Product recorded in the first half of 
1976. Growth in final demand and acti¬ 
vity appears to have slowed somewhat 
in the opening months of 1976-77, but is 
continuing. Gross non-farm product is 
expected to grow by a moderate four per 
cent or so in 1976-77. Private consump¬ 
tion, investment, exports and stock accu¬ 
mulation are all expected to be sources 
of growth. Employment may grow by 
about two per cent over the course of the 
year, but growth of almost this magnitude 
in the labour force will result in only a 
slow fall in unemployment over that 
period. As the recovery strengthens into 
1977 more appreciable reductions in 
unemployment should begin to appear. 

During the first four months of 1976-77 
the overall balance of payments was in 
deficit by $A556,000,000. The greater 
part of the deficit was attributable to an 
outflow of private capital in the months 
of September and October. Capital out¬ 
flow continued in November and on 
November 29 the Australian dollar was 


devalued by 17.5 per cent. At the same 
time the government adopted a flexibly- 
administered rate and indicated that future 
changes in the rate would be smaller and 
more frequent. Revaluation in accor¬ 
dance with this new pattern of exchange 
rate management have reduced the effec¬ 
tive devaluation from 17.5 per cent to 
14.5 per cent as at December 13, 1976. 
After the devaluation the loss of reserves 
ceased. It is expected that reflow of 
private capital will follow the devalua¬ 
tion. The current account deficit should, 
in due course, be narrowed. The profit¬ 
ability of the traded goods sector should 
be enhanced, and some expansion in 
activity in that sector should result. The 
extent of the ultimate effects on both the 
balance of payments and the level of 
domestic activity will depend importantly 
on the extent to which the potentially 
inflationary effects of the devaluation are 
controlled. 

In the past, Australia has relied on 
private capital inflow from abroad to 
supplement its internally-generated sav¬ 
ings for financing its development. 
Australia continues to welcome investment 
from abroad on the basis of a fair and 
reasonable partnership with Australian 
organisations and with a proper regard 
for Australia’s national interests. In April 
1976, the government set out clear guide¬ 
lines for foreign investment and establi¬ 
shed a Foreign Investment Review Board, 
which provides communications between 
a foreign investor and the government in 
the process of facilitating and bringing 
new investments to fruition within the 
framework of the government’s policy. 

—Courtesy AIS 


Attention Subscribers 

All subscribers are requested to notify the non¬ 
receipt of a particular issue within a month of the date 
of publication failing which it may not be possible to 
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TRIPLE 

BENEFIT 

SCHEME 


NATIONAL SAVINGS) 
ANNUITY CERTIFICATE 

The National Savings Annuity Certificate 
available in two denominations— 

Rs. 3,200 & Rs. 6,400—brings you 
triple benefit: 


(D DEPOSIT AMOUNT (2) FIXED MONTHLY INCOME 
REFUNDED IN FULL FOR 7 YEARS 

(D SUBSTANTIAL BONUS AT MATURITY 

Here is a plan for your child's education or supplementary pension for you: 

Deposit Rs. 146 per month in a post office for two years. 36 months thereafter you'll start receiving 
Rs. 50 per month, which will go on for 84 months. You can also make the deposit in 8 quarterly, 

4 half-yearly or 2 annual instalments and you'll have to pay proportionately less. If you choose to 
deposit in one lump, you pay no more than the face value of the certificate viz. Rs. 3,200. At maturity* 
the original deposit comes back to you in full plus e bonus of Rs. 1,120. 

You can as well ensure a monthly income of Rs. 100 for 84 months—by doubling your deposit, 
ell at once or in similar instalments. At maturity, you'll get Rs. 6.400 plus Rs. 2,240 as bonus. 

Facilities for joint account, nomination and transfer 
of account from one post office to another are available. 


INVESTMENT AND RETURN AT A GLANCE 


YOU PAY 
(In one lump) 

Rs. 3.200 


Rs. 6.400 


YOU RECEIVE 
(After 5 Years) 

Rs. SO per month for 84 months 
(Rs. 4.200 in all) 

Rs. 100 per month for 84 months 
(Rs. 8,400 in all) 


YOU ALSO RECEIVE 
(At Maturity)_ 


Rs. 3,200 
+Rs. 1,120 
«»- 4.320 
Rs. 6.400 
■ f Rs. 2,240 
Rs. 8.640 


Original deposit 
Bonus 

Original deposit 
Bonus 


Interest works out to 10.25% per annum 


/vv For details ask your Post Off ice I Authorised Agent or write to: 

•43the NATIONAL SAVINGS COMMISSIONER 


P. B. No. 96 NAGPUR 
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The tenor of Mrs 

Gandhi's first public speech after the 
announcement of her government's deci¬ 
sion to hold a general election for the Lok 
Sabha was quite disappointing. Addres¬ 
sing what Samachar dutifully described as 
a “mammoth" public meeting in Kanpur 
on January 22, she could not resist the 
temptation to decry the formation of a 
united opposition of non-communist par¬ 
ties to join battle with the ruling Congress 
at the polls. I should have thought that 
the leader of a party as well-entren¬ 
ched as hers is would have welcomed 
developments calculated to render credi¬ 
bility to the electoral process. All over 
the country there is much speculation 
about her motives in appealing to the 
electorate at this particular point of time. 
She herself has claimed that she wants to 
show to the world that she trusts the 
Indian people and that the Indian people 
trust her. How are these people to res¬ 
pond one way or the other unless there 
is a reasonably well-organized challenge 
to Mrs Gandhi and her party so that 
voters have a real option? While her 
government was on the job of amending 
the Constitution last year, it could of 
course have provided for a simple plebis¬ 
cite in lieu of the election process normal 
to representative government in a demo¬ 
cracy. Since this has not been done, she 
ought to learn to live with the idea that 
opposition parties will certainly try to 
prevent her from having a walk-over. 

Mrs Gandhi complains that the sole 
purpose of the united opposition is to 
dispossess her of the prime ministership. 
She has only her henchmen to blame if 
politics in this country has been reduced 
to this “personal" level. Only the other 
day Mr Bansi Lai was telling everybody 
that he or she should give his or her 
vote to Mrs Gandhi in the general elec¬ 
tion; he did not ask the electorate to 
vote for the party or its candidates or 


its programmes. Every other day we hear 
of “Indira’s India", not “India’s Indira". 
One of the things this election is emphati¬ 
cally about is this personality cult which 
has not only dug into this country's pre¬ 
sent but is also threatening to thrust into 
its fiiture. 

In her Kanpur speech, 

Mrs Gandhi asserted that the opposition 
neither had any social or economic pro¬ 
gramme nor offer any policy for the up¬ 
lift of the people, especially the down¬ 
trodden. Seeing that, when she said 
this, the Janta party was only two-days 
old, her allegation was farcical. It 
would be time enough to debate policies 
or programmes when the various election 
manifestos have been fielded. Meanwhile, 
it ought not to be difficult for any one to 
see that no political party, setting out to 
woo the electorate, would be naive enough 
to go to it empty-handed. There may not 
be any lack of ammunition in the ruling 
party’s camp. All the same Mrs Gandhi 
should keep her powder dry. It is no 
doubt true that, having been prime minis¬ 
ter for 11 years, Mrs Gandhi may electio¬ 
neer on her record, while the opposition 
will have to campaign on its intentions. 
The performance of the ruling party and 
the government during the past 20 months, 
however, has been variously interpreted 
by the people. 

It is not too early to underline the 
“non-issues" in this election. For ins¬ 
tance, socialism or private enterprise, 
rightist or leftist, is not an issue. The 
Gandhi government itself has outlived 
many of the dogmas of the Nehru years. 
This trend has been particularly strong in 
recent months so much so that even 
Mr J.R.D. Tata seems to have revised 
his earlier judgment that the country is 
inevitably headed towards a total eclipse 
of the mixed economy. The communist 
presence in our politics does confuse the 


MOWING 

FINGER 


situation to some extent. But such dalli¬ 
ance that there is between Mrs Indira 
Gandhi’s party and the CPI is obviously 
opportunist. This would also apply 
to any electoral understanding that may 
be reached between the Janta party and 
the CPI-M. So far as the broad national 
goals of economic progress and the aboli¬ 
tion of mass poverty are concerned, the 
principles are not in dispute between the 
ruling party and the Janta party. 

Secularism cannot be 

an issue either. It would of course be dis¬ 
honest on the part of the ruling party to 
argue differently, especially in view of its 
relationship with the Muslim League in 
Kerala. It would also be unwise, since any 
attempt on its part to tar the Janta party 
with the “communalism" brush on account 
of its Jana Sangh component may only open 
a Pandora’s box of dirty election tricks. 
If electioneering is to be kept clean, the 
ruling party as well as the opposition 
should resist the temptation to appeal to 
the minorities by exploiting their preju¬ 
dices or trading on their fears. The strate¬ 
gists of the ruling party, in particular, 
ought to realize that they will be only 
buying trouble for their candidates if 
secularism is made an issue. Whatever 
the origins or past postures of this party 
or that might have been, it would be in 
the larger interest of the country for the 
ruling party and the opposition to grant 
to each other credit for involvement in 
the welfare of all the citizens of this coun¬ 
try to whatever religion, community or 
caste they may belong. 


The rajmatas of Jaipur 

and Gwalior, 1 notice, are keeping out of 
the fray. They have realised, no doubt, 
that there is room for only one rajmata. 
This takes me, naturally, to Mr Sanjay 
Gandhi. Even if the 5-point programme 
has done nothing else, it at least seemed 
to suggest that Mr Gandhi could count 
up to five. Now I have started wonder¬ 
ing. Speaking at Bhubaneswar last week, 
he said that the opposition had only a 
one-point programme—to oppose any¬ 
thing that the 
Congress did and to 
spread calumny. 

That, I should have 
thought, makes a 
2-point programme. 


VlB 
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AnEastern Economitt Feature 


Fifty Years of FICCI 



A tale of five decades 

S. P. Chopra 


Thb Federation of Indian Chambers of 
Commerce and Industry (FICCI) has 
completed SO years of its life. It is given 
to very few organisations to survive the 
vicissitudes of such a long span of time. 
But the FICCI has been fortunate that it 
has grown in stature with the passage of 
each year and has played a dynamic 
role in the process of economic growth 
unleashed in particular after the indepen¬ 
dence of the country in 1947. 

. The history of this august body can be. 
divided broadly into two parts—from 1927 
to 1947 and then from 1947 to 1977. The 
first two decades of its life witnessed the 
saga of the independence struggle and 
many of the stalwarts of the FICCI did 
make their contribution in a big way so 
as to sustain the freedom movement. The 
part played by the House of Birla in the 
independence of this country has already 
been described by Mr G.D. Birla in his 
extremely interesting book “In the 
Shadow of the Mahatma". It may be 
recorded here that Mr G.D. Birla was 
elected the President of the FICCI in 1929, 
two years after the birth of this organi¬ 
sation. 

It is now widely known that the 
leaders of the Congress party includ¬ 
ing Mahatma Gandhi and Sardar 
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Vallabhbhai Patel kept a close liai¬ 
son with India's business community 
through Mr G.D. Birla and that in the 
wake of the swadeshj movement started 
by the Father of the Nation, Mahatma 
Gandhi, the businessmen of our country 
took upon themselves the challenge of 
speeding up the process of industrialisa¬ 
tion. Realising that the key to the suc¬ 
cess of the western world in general and 
Great Britain in particular lay in the 
promotion of industry and the establish¬ 
ment of industrial units, the Indian 
entrepreneurs started fanning out to 
different parts of the country to set up a 
number of industries so as to slow down 
the pace of imports and thus retard the 
outflow of wealth. Keeping in view the 
harsh circumstances under which the 
Indian industrialists had to operate in the 
pre-independence era, the overall achieve¬ 
ment was in no way mean. 

The country had acquired capabilities, 
on the eve of independence, to mine 
about 30 million tons of coal and nearly 
three million tons of iron ore besides 
small quantities of manganese ore, chro¬ 
mite, ilmenite, bauxite, kyanite, siilima- 
nite, magnesite, gypsum and copper ore. 
The steel mills had capacity of more 
than a million tons of iron and steel. 


The cotton textile mills produced more 
than 3500 million yards of cloth a year a 
Sugar factories also could produce more 
than a million tons of sugar. And many 
units had already been set up to manu¬ 
facture paper and paper boards, cement, 
aluminium, diesel engines, electric cables, 
nitrogenous fertilizers, sulphuric acid, 
bicycles and automobiles. According to 
the Eastern Economist index of industrial 
production (August 1939 = 100), the 
organised industrial units improved their 
production by about five per cent bet¬ 
ween 1939 and 1947. 

The year 1947 was exceptional due 
to the widespread communal riots 
which brought down industrial output. 
The highest increase in output at 39 
per cent was witnessed in 1943-44 
when the factories operated at peak 
capacity in order to supply goods for the 
war effort and also to meet the demands 
of the domestic market. The first world 
war saw the intensification of the iron and 
steel industry while the second world war 
helped in the diversification of industry. 
As stated earlier, the strong swadeshi 
movement in the country went a long way 
in the establishment of new industrial 
units. Evaluating the cumulative impact 
of all the developments between 1900 and 
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1947, the Eastern Economist in its Annual 
Number 1949 had. stated :"The country 
has attained self-sufficiency in textiles, 
matches and sugar instead of being an 
’ importer-a role which was continued 
up to the early depression years, In steel, 
paper and cement, we are not able to 
meet all our requirements, while begin¬ 
nings have been made in respect of a 
number of other industries. The sellers' 
market has been with us for a much 
longer period than at the end of the 
previous war while exchange difficulties, 
particularly of dollars, have obliged us to 
restrict imports, thus virtually protecting 
many indigenous industries". 

While Indian industrialists were ventur- 
p ing into new types of industries, the 
progress on the agricultural front left 
much to be desired. The Indian farmer 
was still steeped in poverty and the 
foreign rulers were more concerned with 
the problems of law and order than the 
initiation of new schemes which could 
bring about some improvement in the 


standard of living of the underprivileged 
masses. While some progress was witnes¬ 
sed in specific sections the economy 
suffered from prolonged stagnation. 

Recently, the Economic and Scientific 
Research Foundation, a research wing of 
the FICCI, made a study of changes in 
per capita income and per head availabi¬ 
lity of essential commodities'in this coun¬ 
try since 1931 and came to the conclusion 
that in the 17 years preceding the inde¬ 
pendence of the country, there was hardly 
any improvement in the average level of 
living of the people.' The real per capita 
income at 1948*49 prices increased margi¬ 
nally from Rs 244 in 1931-32 to Rs 249 
in 1950-51 i.e. by nearly two per cent 
during the two decades under reference 
(See Table I). Keeping in view the 
margins of error to which these estimates 
were susceptible, it will not be wrong to 
say that the average Indian did not feel 
any rise in his level of living during the 
period under review. It was this inequity 
against which our national leaders were 


fighting. Also, it was to import more 
cheer in the lives of the people that the 
entrepreneurs were venturing out to start 
new industries even though there was 
virtually no incentive or assistance being 
doled out by the government. 

However, the per head consumption of 
cereals, pulses, sugar and gur, edible oils, 
fruits, vegetables, milk, meat and poultry, 
fish and eggs either fell or stagnated 
from 1931-32 to 1940-41. Even when these 
food items were converted into calories 
and protein content, the picture remained 
equally depressing. In the rural areas in 
particular, the standard of living bordered 
on extreme poverty and destitution. The 
uncertainty of rainfall and absence 
of man-made canals and dams tended to 
perpetuate poverty. 

That the central problem facing the 
country was the elimination of poverty, 
was known to the government as well as 
the industrialists on the eve of indepen¬ 
dence. After the communal riots had been 
subdued and the refugees from Pakistan 


Table I 

Estimates of National Income from 1931-32 to 1950-51 


Per Capita Income (Rs) 


Author 

Title or source 

Area 

covered 

Year 

National 
Income 
(Rs crores) 

Current 

prices 

1948-49 

prices 

1. O.F. Shirras 

Property and Kindered Economic 

British 






Problems in India, 1935 

India 

1931-32 

1700 

63 

245 

2. V.K.R.V. Rao 

The National Income of British India, 1940 „ 

1931-32 

1689 

62 

241 

3. J. Grigg 

Quoted by Kingsley Davis: Population 







of India and Pakistan 

M 

1937-38 


56 

205 

^ 4. B. Natarajan 

An Essay on National Income and 

Union 






Expenditure in India, 1949 

Provinces 

1938-39 

1482 

68 

269 

S. Student 

Commerce , Dec. 1943 

British India 

1938 39 

1865 

■ 65 

255 

6. Eastern Economist 

Vol. IX, No. 21, 1948 

»» 

1939-40 

1924 

67 

231 

7. V.K.R.V. Rao 

Commerce , Dec., 1943 

»» 

1942-43 

3433 

114 

263 

8. AdarkarandTandon 

Mimeographed; Ministry of Finance 

India 

1944-45 

5060 

171 

260 

9. 

Ministry of Commerce 

Union 







Provinces 

1945-46 

4931 

204 

307 

10. 

Ministry of Commerce 

M 

1946-47 

. 5580 

228 

314 

11. 

Commerce: Annual Review No. 1948 

Indian Union 1947-48 

4974 

213 

263 

12. 

Final Report of National Income 







Committee, 1954 

•> 

1948-49 

8650 

247 

247 

13. 

Final Report of National Income 







Committee, 1954 

»» 

1949-50 

9010 

254 

249 

14. 

Final Report of National Income 







Committee, 1954 

** 

1950-51 

9530 

265 

246 


w 


Sources : (1) National Income of India, Trend and Structure by M. Mukherjee, 1969. 
(2) Final Report of National Income Committee, 1954. 
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had been rehabilitated, the country embar¬ 
ked upon the planning era. This was also 
the time when the F1CCI was celebrating 
its silver jubilee. On this occasion, Mr 
G.D. Birla—in his massage to the FICCI 
—had asked the Indian industrialists to 
take an enlightened view of things by put¬ 
ting service before profit and by eliminat¬ 
ing poverty. Said Mr Birla: “Are we in 
a position today to face our country and 
say we too like the westerners are capa¬ 
ble of taking an enlightened view? To 
some extent, yes. But we have yet to 
prove—and we cannot prove this as long 
as poverty exists in our country—that 
capitalism in India is a boon. The third 41 
task, therefore, before us is to prove our 
character by eliminating poverty from the 
country.” 

The history of progress of our economy 
since 1947 is replete with stories of heroic 
efforts made by many business houses 
which attempted to broadbase the indus¬ 
trial structure of the economy. While mas¬ 
sive investments were made to stimulate 
agricultural output through increased 
availability of such inputs as irrigation, 
fertilizers, pesticides, improved varieties of 
seeds, tractors etc., there was a sharp 
increase in industrial growth both in the 
organised sector as well as in the small- 
scale sector. This was also the period 

•The other two tasks outlined by Mr G.D. 
Birla were: (i) F1CCI should work in the spirit 
of a family team where the majority should never 
attempt to foist its will on the minority, and 
(ii) F1CC1 should strengthen its administration. 


wfien the public sector was allocated funds 
for expansion in some sectors but the 
country continued to have faith in the 
mixed economy. The private sector in 
industry played its rightful role in hasten¬ 
ing the pace of industrialisation. Expan¬ 
sion in production took place on a wide 
front. 

The cotton textile industry, bulk of 
it still in the private sector, produced 
more than 4000 million metres of cloth 
in 1973-74 and is expected to raise it 
further to 4800 million metres in 1978-79. 
The output of paper and paper products 
increased to 776,000 tonnes in 1973-74 
and is planned to exceed a million tonnes 
in 1978-79- Similar expansion in pro¬ 
duction in all major industries—basic, 
capital goods, intermediates and consumer 
goods—was recorded, thanks to the 
relentless efforts of the industry both in 
the private and public sectors. A fuller 
account of the achievements of industry 
has been given in the Annual Number 1977 
of this journal. What needs to be under¬ 
lined is that even though population of 
this country had increased at a faster rate 
in each decade after 1947, the per capita 
availability of both essential commodities 
and industrial products improved sizeably. 

While the second five-year Plan 
(1956-57—1960-61) had emphasised the 
importance of the public and private 
sectors functioning in unison, the adop¬ 
tion of the socialist pattern of society as 
the national objective required that all 


industries of basic and strategic taper* r 
tance, or in the nature of public utility^ 
services, should be in the public sector/ 
The two sectors have, however, moved 
forward in such a way that they have 
supplemented each other’s efforts. The 
public sector undertakings concentrated 
their attention on basic and heavy indus¬ 
tries while the private sector expanded 
capacity in consumer goods and interme¬ 
diate goods industries. Consequently, the 
availability of such consumer goods as 
footwear, bicycles, radios, sewing machi¬ 
nes, electric fans, clocks, watches etc. 
improved manifold even on per head basis. 

The industry in general has multiplied 
its capacity almost three times since 1947, 
thanks to the herculean efforts of the 
private sector units which had to battle 
against heavy odds. For a time, the rest¬ 
rictions under the Monopolies and Restric¬ 
tive Trade Practices Act which came into 
force in 1970 had slowed down the pace 
of operations of some dynamic business 
houses but the pragmatic policies pursued 
by the government since June 1975 are 
expected to remove all such hurdles. 

Today the assets of the public sector 
undertakings are in no way less than that 
of the private sector in industry. And the 
public sector has grown both by the 
induction of massive capital and nationa¬ 
lisation of many private sector industries 
such as coal, insurance ani banking. In 
recent years, the policy of taking over 
the sick units has also increased its area 


Table II 

Three-year Average of Aggregate and Per Capita Real Income for Selected Periods 



Period 

Population 

(million) 

National Income 

Per 

Capita Income 


Rs 

Index 

Index 

Rs 

Index 

Index 

1 . 

1949-50 to 1951-52 

A. 

358 

Conventional Estimates (at 1948-49 prices) 

8920 100 — 

249 

100 


2. 

1954-55 to 1956-57 

391 

10590 

118.7 

100 

271 

108.8 

100 

3. 

1959-60 to 1961-62 

434 

12550 

140.7 

118.5 

289 

116 1 

106.6 

4. 

1964-65 to 1966-67 

484 

14890 

166.9 

140.6 

308 

123.7 

113.6 

5. 

1966-67 to 1968-69 

506 

16120 

180.7 

152.2 

318 

127.7 

117.3 

1 . 

1954-55 to 1956-57 

B. 

391 

Revised Estimates (lit 1960-61 
11000 100 

prices) 

281 

100 


2. 

1959-60 to 1961-62 

434 

13170 

119.7 

100 

303 

107.8 

100 

3. 

1964-65 to 1966-67 

484 

15390 

139.9 

116.8 

318 

1(3.2 

105.0 

4. 

1966-67 to 1968-69 

506 

16320 

148.4 

123.9 

322 

114.6 

106.2 

5. 

1969-70 to 1971-72 

541 

18570 

168.8 

141.0 

343 

122.1 

113.2 
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c activities. All this was done, according 
t;o the government, to check the concen¬ 
tration of economic power in private 
hands. But there is also the danger that 
the pendulum may swing further so as to 
saddle the country with the monopoly of 
the public sector which may also not be 
in the interests of the people. However, 
the industrial scene in this country has 
changed in many ways so as to cater for 
the needs of the common man. The family 
control over industry is slowly lessening 
and management is being professionalised. 
Legislation regarding industrial workers 
has safeguarded the interests of the 
workers particularly in regard to security 
of job and emoluments. The shareholders 
have formed themselves into associations 
and they take interest in the working of 
the companies in which they have invested 
their savings. The trade union movement 
has become powerful though it played a 
negative role, by and large, before June 
1975. Consumers also are now in a posi¬ 
tion to protest against any injustice done 
to them. 

The FICC1 has in the past 50 years 
acted as the spokesman of the business 


community and has made efforts to reduce 
the rigours of the frustrating policies 
framed by the government from time to 
time. It goe6 to its credit that it has 
moved with the limes and has educated its 
members to fit in with the changing poli¬ 
cies of the government. It acted as a 
bridge between the bureaucrats and the 
businessmen. It was a difficult task but 
the secretariat of the FICCI proved 
equal to it. While the leaders of the 
business community piloted its affairs, the 
heavy load borne by the secretaries of 
the FICCI was largely responsible for its 
acquiring an image of an efficient and 
well organised institution. 

Mr B.M. Birla, who was the President 
of the FICCI in 1954, is the chairman of 
the FICCI Golden Jubilee Celebrations 
Organisation Committee. Throughout the 
current year, he has worked feverishly to 
draw the attention of the people in this 
country as well as abroad to the achieve¬ 
ments which the industrialists of this 
country have made in the last five 
decades. Being an optimist, he feels that 
the country can attain the same standard 
of living in 2001 A.D. as Japan and 


western Europe enjoy today. In a recent 
study released by the Economic Research 
Division of the Birla Institute of Scientific 
Research which draws inspiration from 
the visionary outlook of Mr B.M. Birla, 
it was shown that if a proper pattern of 
development was evolved, the common 
man in this country could achieve by the 
turn of the century “a fruitful level of 
living which can ensure a fuller and pur¬ 
poseful life to him.” Expounding his 
thesis of faster economic growth in the 
remaining years of the current century, he 
made out a strong case in favour of 
launching a massive housing programme 
at the eastern regional conference of the 
FICCI on December 18, 1976. 

Said Mr Birla: “To provide housing 
for this growing population is in itself a 
stupendous task. Today hardly 10 crores 
of peopie have some sort of pucca built 
houses. If the population goes up to 90 
crores by the end of the century, we have 
to build houses for another 80 crores of 
people, which means approximately 20 
crores houses before the end of the cen¬ 
tury. A modest house will have to be of 
approximately 600 sq. feet built-up area. 
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to a developed nation. 
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the art of good management.. 



moulding our varied resources—human, 
natural, technological—for the common good. 

Shriram seminars and courses are part of this moulding process...which 
involves executives in a ceaseless interchange of ideas, discussion of modern 
techniques, evaluation and reconsideration of policies. So that the Shriram 
organisation is constantly infused with fresh dynamism...and our resources 
are utilised to the optimum. 
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Such a house needs approximately fifteen 
tons of cement and three tons of steel. We 
have limestone in the country and coal to 
convert the limestone into cement. We 
have also iron ore in the country and we 
can convert it into steel. The magnitude 
of the problem can be gauged from the 
fact that for living houses alone, we need 
3000 million tons of cement. Add to this 


cement needed for factories, office build* 
ings, roads, bridges, etc. and we will need 
600 million tons of steel. We also need 
steel for factories, buildings, bridges and 
other durable consumer goods or capital 
goods. Our need will be almost 2000 
million tons steer*. 

The targets laid down by Mr Birla are 
achievable provided everyone, “whether 


in business or government’* moves in the 
direction indicated by him. In short, the 
years till the end of the current century 
are likely to pose challenges which only 
a collaborative effort of all sections of 
society and government can meet. In the 
case of the FICCI, the tasks ahead are 
more gigantic than it has accomplished in 
the half century of its life. 


Need our people be poor? certainly not 

B. M. Birla 


It is often said that India is a rich coun¬ 
try, but the people are poor. Why should 
it be so ? 

It is because we have not thought big, 
despite the late Jawaharlal Nehru and 
Mrs Indira Gandhi wanting every section 
of society to set the sight high. So much 
so, millions of poor people in our coun¬ 
try have become merely a statistical 
inconvenience to planners, a disturbing 
reminder of what might be possible if the 
large population somehow is not just 
there, a continually disappointing factor 
in budget allocations because of the 
chronic inability of the poor people to 
pay taxes. 

It appears to me that we have tended 
to place the cart before the horse. For 
instance, it is said that savings must come 
first before purchasing power can be 
generated. This concept of savings ima¬ 
gines some kind of a fixed fund, to which 
accretions can be made slowly, laborious¬ 
ly and painfully. It does not tally with 
the reality. We can generate savings 
almost automatically, once we begin to 
look upon savings as a flow rather than 
as a fund. 

utilisation of capacity 

In our own country, this flow can be 
enhanced if all the unutilised capacity is 
utilised and more capacity is created. 
This will generate wealth which will help 
in creating savings and investment. We 
have, all these years, emphasised the 
necessity to mobilising resources, but have 
neglected the need to generate resources. 

Mr B.M. Birla is the chairman of the FICCI 
Golden Jubilee Celebrations Organisation Com¬ 
mittee. 


Unless we produce more, there will be 
no generation of resources, without which 
we will not progress. Thus, saving is a 
concomitant of increased production, 
and wc should not view it as a subsequent 
factor separated by time. 

Moreover, there is a tendency to play 
down the liquid resources available in the 
world which can be made use of as sup¬ 
plement to our own domestic resources. 
If the foreign capital is viewed in this 
light, we can expand our production base, 
generate more wealth and greater employ¬ 
ment. In this process, there will be larger 
exports from our country as well. This, 
in turn, will help us to import more capi¬ 
tal goods. 

continuous process 

Economic policies cannot be implement¬ 
ed in stages, for economic growth is a con¬ 
tinuous process. Short, medium or long 
term measures may seemingly have a time 
perspective, but it is essential to see that 
they are consistent and cohesive. Hither¬ 
to, this important matter got neglected. 
The rate of growth of consumer goods 
industries has been too low to meet the 
increasing demand of the growing popu¬ 
lation. While capital goods industries 
were developed, the downstream units 
which could make use of machines have 
not been established in adequate number. 
The investment in public sector enter¬ 
prises has not always proved productive 
within the expected time frame. The hike 
in tax rates, both on personal incomes 
and corporate profits, to meet the annual 
exigencies of the exchequer contributed 
to the depressing of the climate for deve¬ 
lopment. The restrictive industrial licen¬ 


cing policy has only discouraged the 
establishment of new units and has encou¬ 
raged restrictive trade practices. Price 
controls, formal or informal, have defi¬ 
nitely choked off greater production of 
precisely those items which were badly 
needed by the community. 

hard work needed 

As our prime minister, Mrs Indira 
Gandhi, has been rightly emphasising, 
development can result only from hard 
work on the part of everyone. And hard 
work was up till now just not there. 
Everyone sought to increase his share of 
the cake without expanding the size of the* 
cake. Even state governments indulged 
in the complaint of step-motherly attitude 
on the part of the centre without making 
genuine effort to solve the problems in 
their own states. 

The lesson of Indian history is clear. 
India has always been strong when the 
central government was strong. The 
present time is the most opportune one to 
push forward without hesitation towards 
a prosperous society, which the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry (FICCI) has chosen as its 
challenging objective in its Golden 
Jubilee Year. 

Ultimately, all production and trade — 
whether internal or foreign — is to pro¬ 
vide a better life to our people. If a 
large segment of our population cannot 
buy what is produced or imported, the 
whole exercise will be futile. There is 
nothing like a saturation point in con¬ 
sumption, especially when out of 620 
million people in our country the market 
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for moit of the items is limited to about 
20 million persons. 

There are so many things to be done 
and so many miles to go. 1 would like 
businessmen particularly to look ahead. 
The market for products is huge, once we 
go about the right way to make the mar¬ 
ket big, strong and expanding. I would 


not like anyone in business to be so over¬ 
powered because some commodities are 
not moving fast in the market. 

The business of every businessmen is to 
expand business. It is up to such orga¬ 
nisations as the FICCI to prevail upon 
the government to make such expansion 
possible. 


I know that the founder-fathers of die 
FICCI had faith in themselves and in the 
future of the country. They were enter¬ 
prising, both in thinking and in action. 
The successors can show the greatest res¬ 
pect to their forebears by making the 
country prosperous and helping the 
authorities to get rid of poverty. 


FICCI and economic change 

M. V. Arunachalam 


Established in 1927, the Federation of 
Indian Chambers of Commerce and 
Industry (FICCI) launched upon its event¬ 
ful career in one of the most formative 
periods of India’s political and economic 
history. The motivation was to have a 
central organisation of Indian business 
which could voice Indian business opinion 
as distinct from the Associated Chambers, 
of Commerce, a British-based organisa¬ 
tion and which was naturally a favourite 
of the British government in those days. 

In the pre-independence days, the 
achievements of the FICCI were out¬ 
standing judged by any standard. The 
founding fathers spared no efforts to con¬ 
solidate Indian business opinion. This is 
not all. They aligned themselves with the 
spokesmen of the national movement in 
all the broader economic and political 
problems of the day. They fought relent¬ 
lessly to obtain due status for Indian 

business both at home and abroad. 

v 

in the forefront 

The FICCI has always been in the fore¬ 
front as the voice of Indian industry and 
trade. Those familiar with the economic 
history of the period 1927-47 would 
recall the contribution made by this 
organisation to meet the complex ques¬ 
tions impinging upon the Indian economy 
such as the rupee ratio controversy, 
the inequitious impact of the Imperial 
preference, negotiations concerning the 
India-Japan hade, the stand taken by the 
FICCI in regard to the Round Table 
Conference and the like. It was the 
voice of the economic nationalism not in 

Mr M.V. Arunachalam is the president of the 
Federation of Indian Chambers of Commerce and 
la4wtry. 


the narrow autarchic sense, but speaking 
up for the economic freedom necessary 
to harmonise the toils and enterprise of 
a gifted people for solving India’s 
central problem-poverty. 

a long march 

Before World War II, India, though 
much less developed than now, was still 
an industrial country. Of course, the 
prerequisites of development have always 
been there: rich mineral resources, abun¬ 
dant forests, large rivers, able entrepre¬ 
neurs and skilled workers. But in techno¬ 
logy, organisation and investment 
pattern, it was still in a pre-industrial 
stage of capitalist development. This was 
when the FICCI commenced its long 
march in the endeavour to make India a 
modern industrial society. Its recogni¬ 
tion of the need for economic develop¬ 
ment and not mere business expansion 
made it constantly interested in the 
agricultural and the food economy of 
the country and such activities essential 
to employment and high standards of 
living such as small-scale industries. 

The swadeshi movement, discriminatory 
protection and World War IT were some 
of the forces which stimulated industrial 
development in the pre-independence 
days. -New industries producing railway 
wagons, diesel engines, ships, sewing 
machines, machine tools etc. name en the 
scene. The adoption of planning in 1951 
and particularly the launching of the 
second five-year Plan imparted a new 
dynamism to industrialisation. With 
public sector participation, many basic 
and heavy industries such as iron and 
steel, fertilisers, shipbuilding, tele¬ 
phones, wireless receivers, oil exploration 


and refining, etc. came to be established. 
However, diversification came through 
policy induced import substitution. 

Since its inception, the FICCI has 
sought to live up to its primary objective, 
namely, to serve as a national agency 
through which the business community can 
express its views not only on current and 
emergent problems but also as to how the 
future can be anticipated with prepared¬ 
ness. On each and every matter of national 
and international importance the FICCI 
has gone on record. Its yard-stick—the 
strength of the nation and the need to 
let loose the creative abilities of the 
people so as to produce results. 

basic premise 

The basic premise on which the FICCI 
operates is that businessmen form part 
and parcel of the country, and therefore 
it is at once their right and duty to offer 
suggestions for the common and 
national good. 

The FICCI has made Its due contri¬ 
bution in the formulation of the succes¬ 
sive five-year Plans by conducting advance 
studies and submitting its findings to 
the .government and the Planning Com¬ 
mission. In keeping with its recognition 
of the changes that had come about in 
Indian politics and society, the FICCI 
took sustained interest in the 1971-75 
period in problems of social development. 
The development of backward areas, their 
chronic deprivation and therefore their 
special need was something accepted 
alike by the government, the business 
and the people. 

The FICCI was quiek to respond to 
the prime minister’s 20-point economic 
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programme. It was appreciated that 
this programme would give a broad direc¬ 
tion to economy in the near future. 

The FICCI has always believed that 
if the efforts of development are to be 
spread out and transform the lives of the 
masses, the development has to be truly 
broad-based and more and more people 
must be induced to participate actively in 
the development process. That is why, the 
spread of small-scale and medium indust¬ 
ries assumes particular importance. The 
FICCI pleaded that entrepreneurship on 
however small a scale to begin with 
deserved high priority. 

Realising that no country can go it 
alone, the FICCI has believed in inter¬ 
national economic cooperation on the 
basis of mutual benefit. It is for this 
reason that from time to time this orga¬ 
nisation has changed its attitudes to¬ 
wards foreign capital. When there 
was foreign political domination, 
it was averse to foreign capital. 


Subsequently, it judged foreign capital in 
terms of the benefit that may accrue on the 
one hand to the country and transfer 
problems on the other. When industria¬ 
lisation was launched in the fifties by the 
national government as part of economic 
development, the FICCI took a very 
bold stand and said that it would have 
no objection if foreign capital was allow¬ 
ed in consumer goods where Indian in¬ 
dustry had been established, but prefer¬ 
red Indian capital to be encourag¬ 
ed in the area of machine-building. 
This view was based on the fact that 
once an industry was established, entre¬ 
preneurs should be willing to compete 
with foreign enterprises. The situation 
now is that public and private enterprises 
have built up industrial capacity on a 
scale which requires to be utilised fully and 
for such utilisation there is need for more 
and more industries to be established. 

Simultaneously, the FICCI has widened 
its international interests especially in the 


industrialisation of other developing 
countries in Asia and Africa. And with 
its continued interest in the centrally- 
planned economies of the USSR and 
eastern Europe, as well as in those of 
the USA, the European Economic Com¬ 
munity and Japan, the FICCI is endea¬ 
vouring to make its own modest contri¬ 
bution to India's policy of friendship and 
cooperation with the developed world 
of varying systems with the sole purpose 
of accelerating India’s economic 
development. 

In the future, as in the past, one can 
reasonably expect that the FICCI will 
continue to stimulate the business commu¬ 
nity to serve not only as a producer and 
distributor of goods and services, but also 
as an agent of change. This is not to say 
that the business community is the only 
originator or introducer of social and 
technical diversity. However, it is a 
valuable and indispensable factor in 
social progress. 


FICCI and social responsibility 

P. Chentsal Rao 


Business responsibilities extend beyond 
making of profit. This concept has been 
ingrained in the functions of business in 
India for centuries. There are outstand¬ 
ing examples of social welfare activities 
of businessmen in the field of education, 
medical facilities, relief at the time of 
natural calamities and so on. There are 
well-known universities, research institu¬ 
tions and fully equipped hospitals which 
bear testimony to the munificence of 
business. Living as we do today in the 
midst of change, which is at once massive 
and all-embracing, the concept of social 
responsibility must inevitably change too. 
Business can ill afford to ignore this chang¬ 
ing scene. To attempt to do so is like 
standing in a gale, pretending the wind 
does not exist. Indeed, business success 
is always achieved by anticipating change 
and adapting to it. 

Social responsibilities of business have 
to be understood in the right perspective. 

Mr P. Chentsal Rao is the Secretary-General of 
The Federation of Indian Chambers of Commerce 
and Industry. 


An enterprise, it needs to be remembered, 
is first of all an economic unit. Us 
principal goal is to produce goods or pro¬ 
vide services which contribute to the 
economic and social progress of the 
society. Hence the importance of its 
economic responsibilities. Besides, an 
enterprise is responsible to its shareholders 
and its employees. In order to carry out 
these obligations, the enterprise must 
respect economic standards. There is in 
fact an overall imperative: that of produc¬ 
ing goods of the highest possible quality 
and selling the same at a reasonable price. 
It is in this basic function that the interest 
of the consumer lies. In other words, 
management should always be wholly in 
tune with the economic goals of the enter¬ 
prise. It also means achieving adequate 
profitability, without which the enterprise 
is neither in a position to meet its economic 
nor its social obligations. 

Since its inception and more particularly 
since independence* FICCI has been in the 
forefront constantly urging and striving 
for quickening the pace of growth. FICCI 


lias always realised that development of a 
country such as India, with its massive 
population and large dimensions cannot be 
undertaken by any single agency: it has to 
be a national endeavour in which the 
government and all segments of society 
participate to the best of their abilities. 
Indeed, it takes pride in the fact that to a 
certain extent it has been able to contri¬ 
bute its bit of energising the forces of 
growth and modernisation. This is and 
will always remain the first responsibility 
of FICCI and business in India. 

Development no doubt holds the key. 
The same has, however, to be brought 
about in a manner which is socially accept¬ 
able. Hence the emphasis of FICCI on 
the right conduct of business. In a state¬ 
ment adopted in 1963, it urged that 
“businessmen also have to assume larger 
responsibilities”. It called upon business 
community “to run their industrial enter¬ 
prises and businesses in the context of 
wider public policy”. Subsequently after 
careful deliberations, FICCI in 1972 
adopted a “Statement on the Beliefs of, 
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DALMIAS 
OF TODAY! 

In India, the name Dalmia 
has been synonymous 
with CEMENT for over 
three decades . because 
as a 'one man’ enterprise 
the doyen of the family 
had started his pioneering 
t f torts in making India 
self-sufficient in Cement 
long before India attained 
Independence and soon 
Dalmia factories were 
producing cement in 
different parts of the country . 

But we have come a long 
way since thon . . and 

though the name Dalmia 
is still 'linked' with 
cement and we are known 
as 'cement people' 
we have multiplied and 
diversified oui activities* 
and launched on many new 
ventures in the service 
of our people 

We are exporting 
some of the best quality 
iron ore and also cashew nuts 
to many countries 
and Dalmia Magnesite 
Corporation produces 
Deadburnt Magnesite 
| for refractory bricks 

and Govan Travels 
[ another Division of DCB 

is making notable contribution 
to tourism in India 
and abroad 

Dalmia International 
another Division of DCB 
is promoting Indian exports 

Yes 

I Dalmias of India 

I are not only making cement 

I but serving India and 

I her people in many other 

I and diverse ways . 



DALMIA CEMENT (BHARAT) 
LIMITED 

H O : 4-Scindia House. 
New Delhi-110001 (INDIA) 
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and Guidelines for Business in India' 1 / 
which was widely circulated to business and 
its organisations throughout the country. 

The statement accepts that “in the 
present rapids of social and economic 
changes, the attitudes and functioning of 
individual enterprises whatever their form 
or size has crucial cumulative significance 
to themselves as well as to the community 
at large”. The FICCI felt that it would 
be only proper “if every business enter¬ 
prise keeps in mind as to how much its 
activity contributes to the greater public 
good”. It called upon the managements 
of enterprises in the country not to do 
anything that would result directly or 
indirectly in any restrictive business prac¬ 
tices, but to do everything in their power 
for spreading entrepreneurship, safeguard¬ 
ing economically weaker sections of the 
society and promoting balanced develop¬ 
ment. 

In particular, the guidelines laid 
down that in all business activities: social 
goodwill always be the first priority and 
a spirit of service should permeate all 
activity; that good citizenship consists in 
scrupulous adherence to all laws, economic, 
social and others; that the larger enter¬ 
prises will provide opportunities and assis¬ 
tance for smaller enterprises to grow up as 
ancillaries or as producers of end products; 
that every endeavour will be made to 
maximise employment and production on 
a competitive basis; that adequate provi¬ 
sion should be made for research and 
development, that goods will be distributed 
on a fair basis and at right prices; that 
business activity will assist growth of skills 
and avoid environmental pollution; that 
advertisements will be in good taste and 
will not make false or exaggerated claims; 
and finally, that businessmen will so con¬ 
duct themselves that their reputation as 
contributor to common weal is enhanced. 

no pious platitudes 

The expression of fine sentiments is one 
thing, and giving them concrete shape 
quite another. Some people may, there¬ 
fore, tend to dismiss FICCI’s guidelines as 
pious platitudes. This is, however, not so. 
Concrete action has been initiated in a 
number of areas which speaks for itself. 
For example, as an earnest of its commit¬ 
ment, the FICCI in 1967, i.e. a full five 
years before the adoption of the statement, 
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instituted awards to recognise individual, 
corporate and institutional initiative in 
economic and social development. The 
areas in which awards have been presented 
over the last decade cover agriculture, 
export promotion, family planning, 
industrial relations and research in 
science and technology. These awards 
have helped to bring to light a great deal 
of useful work being done by individuals, 
companies and institutions. They have 
also infused a spirit to do more and better. 
This is amply demonstrated by the fact 
that a number of eminent scientists and 
technologists working in varied fields have 
come forward to apply for the awards. 
Such institutions as the Bhabha Atomic 
Research Centre, Trombay, Indian Agri¬ 
cultural Research Institute, New Delhi, 
the National Physical Laboratory, New 
Delhi, Central Electrochemical Research 
Institute, Karaikudi, etc. have been reci¬ 
pients of the awards. 

substantial contribution 

The activities of FICCI in the field of 
agriculture, though never publicised, have 
been substantial. At its initiatives orga¬ 
nisations of industry having a direct nexus 
with agriculture have been doing their bit 
by setting up seed multiplication and 
demonstration farms, undertaking supply 
of inputs and generally taking to the 
farmer the modern agricultural techno¬ 
logy. The work done for the development 
of cotton, jute, sugarcane and oilseeds 
have been fairly rewarding. Besides, a 
number of business houses have also gone 
in for assisting agriculturists in various 
ways. An idea was recently mooted by 
the ministry of Agriculture that industries 
should help bring about all-round develop¬ 
ment in villages. This has received the 
full support of FICCI and as soon as 
guidelines are available the programme 
will be put through, \ 

FICCI has also felt that it should focus 
the attention of business on the impera¬ 
tives of family planning. In March 1967, 
at the 40th annual session of FICCI, an 
entire afternoon was devoted to the dis¬ 
cussion on family planning. At this 
session, a FICCI paper was distributed 
containing the outlines of model family 
planning project for industrial establish¬ 
ments. It was in the same year that the 
promotional and operational work was 


commenced, A separate cell was estab¬ 
lished to maintain close liaison with the 
appropriate departments of government 
as well as voluntary agencies and indus¬ 
trial organisations. 

family planning effort 

The activities of FICCI in the area of 
family planning may be grouped as 
follows: 

(a) stimulating chambers of commerce 
and associations of industry to accept 
family planning as part of the normal 
agenda of work; 

(b) persuading top management in the 
corporate sector to take a personal interest 
in instituting family planning programmes 
in their establishments; 

(c) helping industries and their orga¬ 
nisations to prepare family planning pro¬ 
jects; and 

(d) wherever necessary, assisting indus¬ 
tries and there associations to get financial 
and other support from the government 
and other sources. 

The family planning work which FICCI 
has tried to stimulate encompasses 
organisations of business such as chambers 
of commerce and industrial units. Orga¬ 
nisationally, the Indian Chamber of Com¬ 
merce, Calcutta and the United Planters’ 
Association of South India have done 
work of pioneering nature. Chambers of 
commerce and industrial associations 
located in Kanpur, Delhi, Bombay, 
Madras, Coimbatore, Patna and a number 
of other towns have also been active. 
Side by side FICCI has also endeavoured 
to catalyse individual industrial units. 
Surveys of such cities as Ahmedabad, 
Baroda, Bombay, Delhi and Kanpur reveal 
that, by and large, medium and large units 
are not only conscious of their responsi¬ 
bility, but have started clinical and moti¬ 
vational programmes of their own. The 
same is true of plantations in the east as 
well as in the south. Taking an overall 
view, the achievements hitherto in relation 
to the immense need are possibly modest. 
Realising this, FICCI and its sister orga¬ 
nisations, particularly the All India Orga¬ 
nisation of Employers, are moving to a 
direction in which employers' organisa¬ 
tions and trade unions work hand in hand 
so that more worthwhile and lasting 
results are achieved. 

Pollution has yet to acquire the dimes- 
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•font that it has in developed countries 
In fact, the thrust of the government and 
business is to learn from the lessons of 
others and ensure that industrial develop¬ 
ment of this country is so broad-based and 
dispersed that problems now confronting 
the developed nations are avoided. It is 
against this backdrop that FICCI has 
tried to focus the attention of industry 


on the potential throat of pollution. It 
has urged that industry should scrupulously 
follow the laws and procedures laid down 
by the government; it has also conducted 
a massive campaign through wide distribu¬ 
tion of millions of stickers requesting 
industry to grow more trees. Its plea tor 
bringing about balanced development, 
development of backward areas, etc. are 


also, to some extent, prompted by the 
same consideration. 

FICCI cannot afford to rest on its oars. 
Problems of today still remain unresolved; 
problems of tomorrow will surely surface. 
Responsible business cannot shut its eyes 
to the ebb and tide around it. It must 
continue to play its role; so also its orga¬ 
nisations, principally FICCI. 


Modernisation for faster industrialisation 


K. N. Modi 


Industrial growth of 10 to 15 per cent 
per annum is very necessary for generat¬ 
ing additional employment opportunities 
anefro achieve other national objectives 
suen as the eradication of poverty, making 
the economy self-reliant and increasing 
exports. The fifth five-year Plan, there¬ 
fore, has rightly aimed at a minimum of 
eight per cent per annum rate of growth 
in industry which is quite feasible; it can¬ 
not only to be achieved but also sur¬ 
passed. 

Currently, there has been improvement 
in industrial relations. There is an ade¬ 
quate supply of power except in some 
parts of south India and Maharashtra. 
The supply of coal is satisfactory. There 
has been considerable improvement in 
rail transport. There has also been a size¬ 
able improvement in the supply of basic 
raw materials such as steel, cement and 
others. Thus it is reasonable to expect 
that industrial growth in the Plan period 
— especially in the last two years — will 
rise to the targeted level. However, some 
of the traditional industries of our coun¬ 
try which account for the bulk of emp¬ 
loyment, namely, engineering, sugar, jute 
manufactures and cotton textiles have 
been in trouble for long. These are also 
important export industries. In order to 
increase employment opportunities and 
to improve the industrial health of the 
country in general along with steady 
growth, it is necessary that these indus¬ 
tries should become both healthy and 
strong so that the country may increase 
its exports by producing quality goods 
at competitive prices and also supply 
items of mass consumption to the people 
at cheaper prices. 

This will Jbe possible only when these 
Mr K.N. Modi Is Chairman, Modi Enterprises. 


industries are modernised. Due to lack 
of modernisation, a large number of units 
in the textile, jute and sugar industries 
have become sick. In the case of engi¬ 
neering industries, they are working much 
below their capacities resulting in closure 
or less than optimum utilisation of capa¬ 
city. The government is no doubt seized 
of the problem, and during the last two 
decades a number of studies have been 
made to seek ways and means for the 
modernisation of these vital industries. 
However, as yet bulk of these units remain 
to be modernised. 

The basic hurdle in modernising them 
has been lack of finance. The cotton 
textile industry alone will need a sum of 
Rs 1,000 crores during the next five years 
if all the units are to be modernised. 
Taking all the four industries mentioned 
above, around Rs 800 to Rs 1000 crores 
per annum may be required during the 
next few years if all the units are to be 
modernised. This is a gigantic task and can 
be accomplished only with adequate and 
liberal assistance from the financial insti¬ 
tutions. It is a matter of satisfaction 
that the Industrial Development Bank of 
India (IDBI) has announced recently a 
scheme of soft loans repayable in 12 to 15 
years at an interest rate of 7.5 per cent 
for the sick units in these industries. As 
it is necessary to bring down the cost of 
production, improve the quality of out¬ 
put and avoid further sickness, it is neces¬ 
sary that old and worn-out machinery in 
all the units should be replaced. If it is 
not done, the units which are not sick 
today may become sick tomorrow, adver¬ 
sely affecting the economy. Therefore, it 
is necessary that the scheme of soft loans 
should be extended to all the units in 
cotton textiles, jute manufactures, sugar 
and selected engineering industries for the 


purpose of modernisation. Even those 
units which are not sick today will not 
be in a position to modernise them¬ 
selves without liberal assistance from the 
IDBI. 

Besides finance, the other important 
problem to be tackled for speedy moder¬ 
nisation is quick availability of machines. 
It is true that during the recent past the 
capital goods industry in our country has 
made tremendous progress and most of 
the machines for the above-mentioned 
industries are currently being manufac¬ 
tured but in the case of certain machines, 
the delivery period is very long and if the 
programme for modernisation is carried 
out speedily, the delivery period will 
lengthen further. In order that the indus¬ 
tries may be modernised within a period 
of five years, imports should be permit¬ 
ted where the machinery suppliers quote 
more than two years* delivery period. 

There are also certain machines which 
are not being produced in India as yet 
such as wide looms for jute and cotton 
textiles, specialised processing machinery, 
sophisticated testing and other equip¬ 
ments. If these machines are imported, 
it is possible to increase exports by com¬ 
peting with other developing countries 
which have installed the latest machi¬ 
nery. Since foreign exchange position at 
present is comfortable, such imports 
should be permitted specially because 
they will result in increasing our exports. 

In the past, the modernisation move¬ 
ment has also been slow due to inadequate 
response from the workers who feared 
retrenchment. In order that modernisa¬ 
tion may be achieved without tears, i.e. 
without retrenchment and with the full 
cooperation of workers, simultaneous 
expansion in capacity should be allowed 
to the extent of 20 to,25 per cent so that 
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labour which becomes surplus due to 
modernisation may be absorbed ana 
healthy industrial relations may be main¬ 
tained. This facility in regard to expan¬ 
sion in capacity should be automatic and 
should be available to all those units 
which have a programme for modernisa¬ 
tion. 

Industry also will be required to find 
some funds for modernisation which are 
difficult to locate because at present the 
health of all those industries which 
require modernisation is very unsatisfac¬ 
tory. In order to solve this problem, it is 
necessary that debt-equity ratio should be 
liberalised and the industry should be 
asked to find the minimum capital keep¬ 
ing in view the circumstances facing them; 
as far as possible most of the funds for 
modernisation should be made available 
by the financial institutions but only if 
they are satisfied that funds cannot be 
raised from the market. 

In the case of those units which are 
already sick and are lying closed or those 
which have wiped off their cash resources 
and reserves, along with the long-term 
funds for modernisation they should also 


be provided working capital on liberal 
t terms against fixed assets after revaluing 
them if they have not been mortgaged to 
the financial institutions or banks. The 
state government should also consider to 
stand guarantee when insisted upon by 
commercial banks so that the closed sick 
units may be restarted to provide employ¬ 
ment opportunities and to increase pro¬ 
duction. 

For units which cannot be modernised 
and revived by the present management, 
schemes should be worked out for mer¬ 
ger with stronger units which may be in a 
position to modernise them and run 
them profitably. This, however, would be 
possible only when suitable changes are 
made under the various legislation faci¬ 
litating merger. Setting off the profits of 
profit-making unit* with the losses of the 
merged units should be permitted. Some 
consideration for a limited priority would 
also be provided under the labour laws 
and Companies Act. The MRTP Act 
should also take a liberal view to allow 
merger for reopening and modernising the 
sick units. 

At present, the profitability of cotton 


textiles, Jute manufactures and sugar 
industries is such that the schemes of 
modernisation may not be viable on the 
basis of current prices of inputs and 
sales realisation. Therefore, financial 
institutions should take a long-term view 
and for the purpose of working out viabi¬ 
lity, should take the average working of 
the last few years rather than that of the 
immediate past. Then only will it be 
possible to get the schemes sanctioned. 

Modernisation of industry is vital for 
the onward march of the economy as a 
whole. If these industries are modernised 
and they start generating resources and 
provide increased employment opportu¬ 
nities, they will have a healthy effect on 
the economy as a whole. The resburces 
generated will help in further industriali¬ 
sation and the improved employment 
opportunities provided in these industries 
will increase the demand for goods and 
will bring greater satisfaction and pros¬ 
perity to the country. Therefore, highest 
priority should be accorded to moderni¬ 
sation and efforts should be made to 
achieve this goal within the next five 
years before additional units need moder¬ 
nisation. 
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Cooperative structure in India 
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By their sheer size, coverage, funds 
involved and the different facets of life 
which are touched, the cooperatives 
present a formidable picture. There are at 
present in India about three lakh different 
types of cooperatives with a combined 
working capital of over Rs 10,000 crorcs 
and engaged in such diverse business as 
rural banking, retailing, dairying, agri¬ 
cultural marketing and processing, pro¬ 
duction, housing, transport, industries, 
book-publication and selling, and film- 
making. Enormous funds have been 
expended to develop and consolidate 
the cooperatives in India, especially 
since independence. And yet, in the 
words of the prime minister, “the com¬ 
munity as a whole does not appear to 
have gained greater confidence in it", nor 
gained much by it. Why? K.K. Taimni in 
this excellent study Cooperative Orga¬ 
nisation and Management has nv-ide an 
attempt to seek answers to the above 
problems. 

supplying confidence 

The aim of cooperatives, in the words 
of Nicholson, was to supply 'confidence, 
courage, the spirit of thrift, of self-help 
to a peasantry that was enfeebled, sus¬ 
picious and dispirited.” The post-indepen¬ 
dent India saw a proliferation of coopera¬ 
tives notably in rural areas, because the 
national leaders were keen to bring about 
rapid social and economic changes; and 
the development of agriculture on which 
the prosperity of the country depends 
called for rapid institutional changes 


Reviewed by Academicus 

which could lead to increased agricul¬ 
tural output. The cooperatives were found 
to be most suitable to play this dual 
role. 

The first major step taken by the 
government to popularise and spread co¬ 
operatives was the appointment of the 
All India Rural Credit Survey Committee 
(1951-54) which recommended, among 
other things, introduction of an 
integrated scheme of rural credit, 
expansion of cooperative marketing 
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and processing of agricultural produce, 
training of cooperative personnel, 
direct participation by the state in the 
share capital of cooperatives, establish¬ 
ment of the State Bank of India and the 
setting up of the National Cooperative 
Development and Warehousing Board. 

There is no doubt that cooperation has 
since its inception registered tremendous 
progress and has witnessed further pro¬ 
cess of diversification with some flouri¬ 
shing cooperative sugar factories in 
Maharashtra, agricultural marketing co¬ 
operatives in Punjab, handloom and 
weavers’ cooperatives in Tamil Nadu and 
dairy cooperatives in Gujarat. 

However, according to the author, 


cooperatives in India have developed three 
major weaknesses : (i) non-viable and 
weak primary units at the base, (ii) top- 
heavy structure, and (iii) dominance on 
cooperatives by ‘vested interests’. 

Statistics released by the Reserve Bank 
of India reveal that over 12 per cent of the 
primary agricultural credit cooperatives 
covering about 15 per cent of the total 
number of the villages in the country are 
dormant; no fewer than 40 percent of the 
total number of agricultural cooperatives 
either work at a loss or are practically 
doing no business at all. That the agri¬ 
cultural credit cooperatives rely heavily 
on funds from the Reserve Bank of India 
is clear from the fact that deposits of 
these primary cooperatives form only six 
per cent of their total working capital. 

alarming feature 

And, of course, the most alarming 
feature is the mounting overdues which 
at the end of June 1974 stood at Rs 443 
crores, that is 42 per cent of the total loans 
outstanding against borrowers at the 
primary level. Studies have revealed that 
majority of such borrowers are econo¬ 
mically well-placed people who succeed 
in warding off pressure to repay loans on 
account of their hold on cooperatives and 
connection with the higher-ups. 

The structure of cooperatives has be¬ 
come top heavy and those who want to 
strengthen the cooperative movement in 
the country suggest structural integration 
i.e. one central cooperative bank for each 
state, supported by viable large-sized 
primary units at the base, amalgamation 
of institutions dealing with short-term 
and long-term agricultural credit and 
agricultural marketing and processing, 
professionalisation of management and 
de-officialisation of the movement. These 
suggestions have however not found favour 
with the powers that be. 

The question arises as to what is the re¬ 
levance of a movement which completely 
ignores nearly 40 per cent of the rural 
poor living near or below the poverty 
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line and only marginally benefits ano¬ 
ther 20 per cent of small cultivators? 

According to the author, two factors 
which are closely interrelated are respon¬ 
sible for this sordid state of affairs—the 
so-called democratic management and 
lack of professionalism. 

Historically cooperatives have develop¬ 
ed as democratically controlled and 
managed* people's own organisation 
engaged in the task of meeting the legiti¬ 
mate aspirations of the weaker sections 
of the cammunity. Initially when the size 
of cooperatives was small and member¬ 
ship drawn from a closely knit commu¬ 
nity, democratic management was both 
possible and effective. But in course of 
time, cooperatives have grown in size 
but the old and traditional concept¬ 
ion of management of cooperatives by 
the lay members persists. Thus coopera¬ 
tives of all sizes in India are sought not 
only to be democratically controlled but 
democratically managed as well. The 
consequence has been the lack of pro¬ 
fessionalism at both the decision-making 
and management levels. 

lack of professionalism 

This lack of professionalism in the 
management of cooperatives has led to 
various evils such as wrong perception or 
dilution of objectives, lack of objectivity 
in decision-making, low morale of per¬ 
sonnel working in cooperatives and vul¬ 
nerability to external forces. There is 
thus in the case of most of the coopera¬ 
tives a crisis of identify projecting co¬ 
operatives as inefficient, mismanaged, 
politically dominated, losing concerns. 
Naturally this has affected their business 
activities, discouraged talented young men 
from joining cooperatives and dampened 
enthusiasm of the people about cooperative 
movement. The author has rightly stres¬ 
sed that managerial revolution alone holds 
the key to their emancipation and rejuv- 
nation enabling cooperatives to fulfil 
the mission which provided the initial 
stimulus to them. 

The protagonists of cooperation must 
realise that cooperation is just one among 
various forms of business organisation. 
They must realise that if the true aims of 
cooperation are to be realised, then co¬ 
operatives must be run on a small-scale 


where the membership is limited and the 
aims are modest. Any attempt at organis¬ 
ing cooperatives on a large-scale without 
professionalism as suggested by the 
author will open the possibilities of all 
sorts of evils entering into the movement 
as they have done at present. 

AGRARIAN PROSPECT 

Daniel Thorner delivered a set of five 
lectures on land reforms at the Delhi 
School of Economics in 1955, and the 
lectures appeared* in a book form in 1956 
under the title The Agrarian Prospect 
in India . The author had been interested 
in Indian economic problems since 1944 
and before delivering the lectures went 
round the Indian villages in different 
states and regions asking villagers 
questions directly “as to who owns the 
land, who works it, what is the product, 
and who gets what shares of that pro¬ 
duct”. 

In 1950s the author saw in India a 
unique agrarian structure representing a 
blending of remains from the pre-British 
economic order together with modern 
western concepts of private property. The 
result was a layering of rights, each 
trying to subsist by collecting as much 
rent as he could from the lower layer with 
rights inferior to their own. “The 
maintenance of this hierarchical structure 
of interests in the land has required, in 
effect, that quite substantial proportion 
of the produce be reserved for persons 
who perform no agricultural labour.” 
Whatever was left in the end to the actual 
cultivator was further subject to collection 
of unpaid debt to the moneylender. In 
the end the actual working kisan was left 
with no surplus to invest in better imple¬ 
ments, improved seeds or fertilizers. There 
was no incentive for him to produce 
more. Also, since his tenure was insecure, 
he felt it was no use undertaking long¬ 
term investment, even were it possible. 

The superior right-holders from who a 
more progressive approach was expected 
were interested in agriculture only to the 
extent that they might continue to draw 
their income from it. According to the 
author, typically they found it more pro¬ 
fitable to rent out their lands than to 
manage them personally. According to 
him, “the primary aim of all classes in the 


agrarian structure has been not to increase 
their income by adopting more efficient 
methods, but to rise in social prestige by 
abstaining in as far as possible from 
physical labour.” 

This complex of legal, economic and 
social relations uniquely typical of the 
Indian countryside has served to produce 
an effect which Thorner calls ‘a built-in 
depressor'. Through the operation of this 
multi-faceted 'depressor', Indian agricul¬ 
ture continued to be characterised by low 
capital intensity and antiquated methods. 
The pattern of land-holding, cultivation 
and product sharing all operated to hold 
down agricultural production. No wonder 
between 1880 and 1947, as George Blyn 
has pointed out in his classic study, there 
was virtual stagnation in foodgrains out¬ 
put. The low income of Indian kisans 
had in turn depressing effect on the urban 
manufacturing sector. It would be impos¬ 
sible to get the Indian economy moving 
without removing this depressor. 

land reforms 

Since independence the government has 
been making efforts to reform the agrarian 
structure. But the author was convinced 
that the land reform laws passed for the 
benefit of the underprivileged have not 
basically altered India's village structure. 
The small minority of oligarchs have had 
the wit and resources enough to get 
around these laws in which loopholes 
were so large as to give them ample 
manoeuvring ground. Their uninterrupted 
exercise of power means that the forces 
of depressor* continue to operate in the 
countryside. According to the author, if 
agricultural rejuvenation is to come about 
in India, one fundamental principle will 
have to be kept in view: “land and 
fruits thereof are to belong to those who 
do the tilling, the tillers being defined as 
those who plough, harrow, sow, weed 
and harvest.” The income from land of 
non-tillers must be brought to an end. 
This will result in ipajor redistribution of 
rural income to the advantage of those 
who work in fields. This would provide 
the actual cultivators greater incentive to 
save and invest in land and thus lift up 
the spirit of masses. This will also have 
favourable impact through expanding 
rural market on urban manufacturing 
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industries. This would thus prQvide solid 
institutional foundation for economic 
development. The author concludes: “The 
heart of power, prestige and standing in 
the village lies in land. Put land in the 
hands of those who are working it and 
you crack the existing concentration of 
power.” 

new findings 

This is what Daniel Thorner spoke in 
1955 and those lectures are printed in 
this book as he delivered them. But the 
author has added some new findings in 
his introduction to this second edition. 
He says in the introduction that he came 
to suspect as early as 1965 that agrarian 
structure in India was in the process of 
becoming basically different from that 
which he had described in his 1955 
lectures. There were new forces at work. 
The author found by 1965 “the distinct 
emergence of a nation-wise class of 
capitalist producers” in the agricultural 
sector of the country. There was a sort of 
rush of urban-biased gentlemen-farmersto 
the countryside. Businessmen, professional 
people, retired military and government 
officials were all suddenly buying land and 
taking to investment in agricultural pro¬ 
duction. They were attracted by smashing 
profits to be made from direct cultivation, 
additional attractions being absence of 
agricultural income-tax and opportunity 
of transforming black money into white. 
However, when the author wrote about 
the emergence of capitalist farmer in 1967, 
he was received with scepticism. 

The second generalisation at which the 
author has arrived is that discussion of 
such vast questions like rural levels of 
living, poverty, wage-labour, exploitation 
and growth of capitalism which are all 
inextricably linked must be based in the 
last analysis on hard core of facts. 

The author’s third generalisation is that 
India being a vast and varigated country, 
the collection ot data for the sub-continent 
has to be on a sampling basis. 4< If the 
sample is not well suited to enquiry on 
hand, the subsequent analysis and con¬ 
clusions drawn therefrom are likely to be 
vitiated.” He has given a sort of warning 
to agricultural economists in India to the 
effect that “Theoreticians must learn to 
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do field work in the dust, mud and 
swampy terrain of the villages.” 

In his lectures in 1955, Thorner sought 
solution of India’s agrarian problem in 
making, as we have already seen, the 
actual tillers of the soil the masters. He 
believed that until this is done there would 
not take place any change in the country¬ 
side. But during his visits in 1965 he 
found the change in India's countryside 
brought about by the emergence of capi¬ 
talist farming resulting in tremendous 
increase in production of foodgrains. It 
is not clear from the introduction whether 
the author has gone back on his hypothe¬ 
sis and approves the emergence of capital¬ 
ist farming in India. There is again a 
reversal of trend since the declaration of 
emergency in favour of actual tillers. It 
is unfortunate that Daniel Thorner is no 
more with us to assess the agrarian situa¬ 
tion developing since the declaration of 
emergency and give us his opinion about 
India’s countryside. Be that as it may, 
Thorner’s lectures of 1955 make inter¬ 
esting reading ever after the passage 
of more than 20 years. Also, Indian 
agricultural economists would do well to 
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follow Thorncris methodology of leaving 
the ivory towers of university precincts 
and libraries and roaming about the 
countryside talking to people and keenly 
observing things. 

PUBLIC SECTOR 

During 1960s public sector enterprises 
were in a very bad shape. They invited 
serious criticism on the ground that they 
had become a cesspool of corruption, 
nepotism and all-round inefficiency. Even 
in the minds of sympathsiers of the public 
sector, a number of questions arose about 
its future. 

From Breakthrough to Brighter Days 
which contains articles by some of the 
top executives of India’s major public 
sector enterprises, it now appears that the 
critics were too quick to judge the perfor¬ 
mance of public sector enterprises in India 
and that they should have taken a more 
circumspect and long-term view while 
sitting on judgement in this regard. From 
the reading of this book one has the con¬ 
soling thought that India after all was not 
treading along wrong path and that the 
founding fathers had a right vision and 
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were proceeding along right lines, may be 
with a little too much zeal than discretion. 

The public sector was conceived as an 
instrument to achieve the breakthrough in 
the Indian economy from its past stagna¬ 
tion to a robust and healthy socialist 
economy committed to improve the 
standard and quality of living of people. 
Jawaharlal Nehru was the first visionary 
and a firm believer in the public sector as 
both an instrument of growth and of 
social justice. That explains why invest¬ 
ment in public sector enterprises rose from 
Rs 29 crores in just five enterprises in 
1951-52 to about Rs 8,000 crores in over 
160 enterprises at the end of 1975-76. The 
growth of the public sector has been 
phenomenal from the commencement of 
the second five year Plan. This rapid expan¬ 
sion of the public sector quite under¬ 
standably created a number of managerial 
and organisational problems. Adequate 
and trained managerial personnel could 
not be readily found. Many of the enter¬ 
prises in heavy engineering, steel, coal¬ 
mining and mineral industries required 
long gestation period involving ‘temporary 
losses’. 

various constraints 

Their completion fell behind schedule 
due to factors like financial con¬ 
straints, non-acclimatization of foreign 
collaborations, etc. This resulted in 
mounting costs and delays in break-even 
stage. Many units had to be operated at 
less than full capacity due to restrictions 
on imports of components, or unexpected 
shortages of raw materials due to foreign 
exchange shortage or inadequate domestic 
demand. Heavy inventories came to be 
built-up in several enterprises due to lack 
of experience. The outbreak of hostilities 
on our borders caused disruption and dis¬ 
location of the Plan and Plan allocations. 
Severe recession in 1965 and devaluation 
of the Indian rupee in 1966 also presented 
formidable challenges to the Indian 
economy in general and public sector 
enterprises in particular. 

The various authors have shown how 
the odds were heavily loaded against 
the nascent developing conglomeration of 
Indian public enterprises and how it was 
only because of staunch faith and deter¬ 
mination of political leaders of the country 
to make industrial and techno-economic 


development dependent on the presence of 
a! strong, active and expanding public 
sector that India possesses at present “a 
large number of vibrant, fruitful and 
growth-oriented public sector units falsi¬ 
fying the predictions of the critics and 
doomsmen who due to their ingrained 
hostility remained derisive and foretold 
total failure of the public sector enter¬ 
prises”. 

of crucial importance 

The authors of the various articles have 
shown how public enterprises are now 
in command of about fifty industrial pro¬ 
ducts and specialised services which are of 
crucial importance to the economic deve¬ 
lopment of the country. There is practi¬ 
cally total control by the public sector in 
such areas as coal and lignite mining, 
newsprint, hydro and steam turbines and 
boilers, telephones and teleprinters, radio- 
receiving valves, ship-building, railway 
locomotives and coaches, locomotive 
boilers, wagons, films of all kinds, certain 
life-saving drugs and health-sustaining 
vitamins. In such public utility services 
as electricity, gas, water-supply and power- 
generation, the share of the public sector 
units is more than 90 per cent of total pro¬ 
duction in the country. In areas such as 
oil-exploration and refining and crude oil 
production, the public sector is about to 
claim cent per cent share. Also, the public 
sector’s presence in the consumer goods 
industries such as cement, paper, bread 
and other food products, fertilisers, TV 
sets, kerosene, cooking gas, pesticides, 
drugs, watches, tractors, textiles, etc., etc. 
has developed a countervailing poise and 
place to checkmate the exploitative 
manoeuvres of the private sector units in 
the country. Indeed the public sector has 
assumed gigantic proportions in the Indian 
economy. 

The government seems to have gained a 
great amount of confidence in running 
public sector enterprises. There is cons¬ 
tant review of their performance and pro¬ 
cedures have been laid down for the selec¬ 
tion of chief executives, as also for the 
recruitment of personnel. Management 
development programmes on modem lines 
have helped the development of second- 
line management cadres. Inventory control 
procedures are becoming more and more 


refined. Information system and manage¬ 
ment reporting have improved considerably 
enabling prompt remedial action both at 
the enterprise level and at the level of 
administrative ministries* Most authors 
have stressed that as a consequence of all 
these reforms and improvements “the 
public sector enterprises achieved a major 
breakthrough in developing a cadre of 
efficient and progressive managers and 
also establishing sound managerial 
practices.” 

The collective result of all these improve¬ 
ments are there for all to see. For the 
first time the net returns of the public 
enterprises turned from huge losses into a 
profit of Rs 19 crores in 1972-73, whereas 
net profit after tax amounted to Rs 150 
crores in 1974-75. The collective net profits 
for 1975-76 are tentatively placed at 
Rs 300 crores to Rs 350 crores. The total 
gross internal resources (depreciation, 
undistributed profits, etc.) generated by 
public enterprises up to 1973-74 amounted 
to Rs 1,269 crores; as against this in a 
single year 1974-75, this figure amounted to 
Rs 580 crores and is expected to go up by 
a third in 1975-76. The contribution of 
public sector enterprises to the exchequer 
during the period of the fourth Plan was of 
the order of Rs 3,120 crores, whereas 
during the year 1974-75 alone the corres¬ 
ponding figure was Rs 1,130 crores which 
is further likely to be augmented by 25 per 
cent in 1975-76. 

future developments 

Some authors have pointed out the likely 
developments in future in the public 
sector in the country. It is surmised that 
new and presently esoteric sources of 
energy would be tapped by the public 
sector units to provide cheap, plentiful and 
reliable power for industry and communi¬ 
cations. Chemicals for agriculture and 
industry are likely to be derived from coal 
and petroleum. A larger, diversified and 
growing public sector in the field of con¬ 
sumer goods is a distinct possibility. The 
public sector will also accept the responsi¬ 
bility of the national distribution system 
of basic commodities among the people. 
Public sector would also be investing in 
research and development There would 
also be greater collaboration between 
R & D and industrial units of the public 
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sector. Demand of jbt Jmfelic sector for 
technical and managerial personnel would 
lead to national manpower training plans. 
These developments are likely to produce a 
technological revolution which would bring 
about total transformation of the economic 
face of the country. All seem to agree 
that the achievements of the public sector 
enterprises in recent years not only signify 
breakthrough but also serve as beckoning 
signs for brighter days for the public sector 
enterprises in India. 

There is no doubt that the public sector 
in India appears to have reached the take¬ 
off stage. One also wishes that these 
trends continued in future, vast investments 
in the public sector enterprises bearing 
fruits and contributing to welfare of the 
consumers which after all is the final test 
of success of any industrial enterprise, 
private or public. But sometimes a doubt 
assails one’s mind. How much is the 
disciplining of labour and stoppages of 
strikes and efficient functioning of per¬ 
sonnel at all levels due to emergency? 
Would the present trends continue when 
and if the emergency is lifted? Are the 
all-round gains registered by the public 
sector enterprises in recent years based on 
truly firm foundations without the corrup¬ 
tion, nepotism and all-round inefficiency 
that characterised these enterprises not 
long ago? The various articles in this 
book give ground for hope which, let us 
pray, will not be belied. 

MANAGEMENT IN INDIA 

Calcutta Management Association and 
the Institute of Management, Calcutta, 
held a National Management Conference 
in December 1974 when practising mana¬ 
gers and professional academicians argued 
and debated the major management issues 
before the country. The debate focussed 
its attention on three major issues faced 
by the Indian managers at present—living 
in a regulated economy, building a cons¬ 
tructive income-cwm-wages policy, and 
managing shortages of essentia] inputs. 
Managerial Options in India is an excel¬ 
lently edited book which contains the 
papers presented and the proceedings at 
the conference. The reading of the book 
is made as lively as attending the conference 
with all arguments for and against a parti¬ 
cular issue under discussion* Management 


is nbt a particularly strong point with the 
Indian entrepreneurial class which general¬ 
ly lacks academic discipline and is under 
strong traditional influences, it is there¬ 
fore heartening that books on manage¬ 
ment are being written and published in 
large numbers and, one hopes, are also 
read. 

Atmaram Savaogi in his article on 
‘Challenges for the Indian Manager* has 
drawn attention to the critical times 
through which industries in India are 
passing on account of oil and energy 
crises, periodic shortages of essential 
inputs, stagflation and threat of recession. 
He has stated that the emphasis has to be 
on result-oriented system and cultures and 
more so in the public sector enterprises. 
He has quoted with approval Herbert 
Mercusc: “We need to evolve a new 
sense of values and a new way of life com¬ 
patible with rising expectations and 
changing aspirations of the people.” 
According to him this is the first challenge 
facing the Indian manager. 

special responsibility 

The second challenge before the Indian 
manager is in the area of special respon¬ 
sibility of management. Gone arc the 
days when everyone including planners 
were obsessed with GNP. Now GNP is 
being gradually replaced by Gross Natio¬ 
nal Welfare — a new concept guiding 
economic growth with social justice and 
welfare. The manager cannot subsist in 
an island where he has the best available 
facilities for himself. The neighbour¬ 
hood’s problems of nutrition for the 
infants, basic civic services, medical care 
and the elementary schooling are not the 
problems of the state only but also of 
the business management. 

The third challenge, according to the 
author, is the demand of workers for 
participative management. The Indian 
manager has lived far too long in a shell 
of his own. The author has warned that 
he must leave his cloistered habitat and 
successfully face the above challenges 
with sensitivity and perception. 

R.C. Dutt is of the opinion that for 
the fulfilment of targets fixed by planners, 
the government cannot rely only on mone¬ 
tary and fiscal measures to make the pri¬ 
vate sector enterprises fall in line and 


observe plan priorities. There is, accor¬ 
ding to the author, a clear place for regu¬ 
latory measures such as capital control, 
licensing, foreign exchange regulations 
and import-export controls. But these 
regutatory measures have posed certain 
problems such as those of dilatoriness, 
uncertainty, element of discretion, graft 
and corruption and frustration in the case 
of small entrepreneurs who are baffled by 
forms and procedures. Since the above- 
mentioned regulations have a clear place 
in a mixed economy with planning, 
attempts must be made to tackle the 
above problems. The author also wants 
that the planners instead of merely fixing 
targets for the industries in the private 
sector should work out the details and 
provide guidelines to enable them to 
realise those targets. 

not so formidable 

Hannan Ezekiel has made a plea to the 
Indian managers that they must not be 
daunted by the formidable body of exist¬ 
ing regulations. They are not half as 
formidable as they appear, if the 
managers try to understand them. But 
the author has also pleaded that govern¬ 
ment regulations “must genuinely regu¬ 
late and not restrict or inhibit.” K.T. 
Chandy has also made a similar plea to 
entrepreneurs to take pains to understand 
these regulations and their objectives and 
then consider how to seize the opportu¬ 
nities that unfold in the economy within 
their framework. S.C. Aggarwal has also 
maintained that “Managers seem too pre¬ 
occupied with their specific tasks to pay 
adequate attention to the constructive 
aspects of the regulations.” According to 
him, it is part of the managerial responsi¬ 
bility to study the laws and provide cons¬ 
tructive suggestions about how one can 
overcome the problems thrown up by the 
laws as well as how one can modify the 
laws to make them less of an impediment. 

A number of authors have taken up the 
problem of incomes and wages policy. 
According to P.K. Mukherjee, the ratio¬ 
nale for an income policy flows from the 
need for creation of surplus for invest¬ 
ment and for stabilising the rate of in¬ 
crease in money incomes, because fiscal and 
monetary measures have so far failed to 
achieve these objectives. Since only 10 
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per cent of the total labour force in the 
economy gets wages, a wages policy, how¬ 
ever adequate, would be of little conse¬ 
quence, if it is not accompanied by a 
comprehensive incomes policy. But a 
comprehensive incomes policy would 
involve changes in the structure of pro¬ 
perty ownership, laws of inheritance, 
fundamental rights, traditional preroga¬ 
tives of religious, ethnic and linguistic 
minorities which often permit powerful 
sections of the community to^exploit the 
less privileged classes or allow these 
setions to amass large wealth for conspi¬ 
cuous consumption. All this will have to 
be subject to control, if incomes policy is 
to be successful. The author has rightly 
posed the question as to whether “The 
political and economic leadership in the 
country is up to the task and able to pro¬ 
vide the necessary lead in this regard.” 

Writing on ‘Realism in Wage Formu¬ 
lation’, Bagaram Tulpulc has pleaded 
that first, income disparities should be 
minimised; second, productivity and 
wages should be linkel; and third, the 
concentration of economic power should 
be broken. 

challenge of scarcities 

The third challenge posed before Indian 
managers is that of scarcities not only of 
vital inputs such as indusliial raw mate¬ 
rials, energy forms like coal, power, and 
oil and transportation but also of items 
like financial resources, etc. Hiten Byaya 
has suggested the following steps to deal 
with shortages. First, there should be 
economising of consumption of inputs, 
both raw materials and power by techno¬ 
logical measures as well as by good 
management, like for example faster turn¬ 
over of wagons, etc. Second, there should 
be rationalisation of the use of scarce 
inputs. Third, there should be control 
over the working capital wants by care¬ 
fully managing inventory, stressing selling 
for cash, etc. All these are part of good 
management practices even in normal 
times; in times as at present, these mea¬ 
sures should receive more careful atten¬ 
tion. 

Lt General P.S. Bhagat has made a 
fervent plea that “the first shortage we 
must manage is that of controlling and 
coordinating skills.” For achieving this 


objfect, he has suggested a number of steps 
such as: responsibility must go with autho¬ 
rity; authority must equally go with res¬ 
ponsibility; no administration can flourish 
that is based on mistruct; to expect quick 
results from lower levels and be dilatory 
at higher levels is arrogance of authority; 
and unmindful management makes for 
unresponsive labour, while weak manage¬ 
ment makes for restive labour. The author 
concludes; “The selection, positioning, 
and nurturing of the skills of man and 
the careful training and upbringing of the 
next man will determine whether we suc¬ 
ceed and flourish or flounder and perish.” 

under utilisation 

S.S. Kanoria writing on r A Composite 
Policy for Shortages* has suggested that 
management of shortages should begin 
with an intensive industry-wise study of 
the economy designed to show to each 
industry the degree of under-utilisation 
of installed capacity, and to identify and 
quantify the shortages of key factors 
responsible for the idle capacity. In the 
light of this survey, a list of what may be 
called shortage industries should be 
drawn up and for each of these a separate 
set of policy measures formulated, tailor¬ 
ed to the special requirements of that 
industry and aimed at achieving full 
utilisation of capacity. The author has 
warned that history is replete with exam¬ 
ples of the futility of seeking to remove 
shortages through price control. 

S.B. Budhiraja has made a number of 
good points. According to him, the most 
feasible remedy to meet scarcities may 
be found in increased standardization of 
products by the industry acquiring the 
scarce commodity. The author also wants 
that in respect of scarce commodities 
such as raw materials, the industries 
must effectively supervise its distribution 
system and help authorities in enforcing 
the legislation. This is industry’s social 
responsibility which it must discharge. 

Every one of the articles is thought- 
provoking. The suggestions coming as 
they do from some of the top executives 
from private sector industries are emi¬ 
nently contructivc and practicable. They 
have all shown an awareness of new 
challenges facing them. What is more 
important, they seem to possess the confi¬ 


dence to solve the problems raised by the 
necessity of living in a reguIated 4 economy, 
of having income-owz-wages policy and 
shortages of vital industrial inputs. It 
will be difficult for the government not to 
suitably respond to the constructive atti¬ 
tude shown by the private sectors enter¬ 
prises. Manish Nandy, the editor of the 
book, has done an admirable job by 
bringing out this excellently produced 
book. 

PUNJAB 

Punjab has become a pacesetter of the 
nation and Punjab — The Possible Dream 
published by the Director, Public Rela¬ 
tions of the government of Punjab con¬ 
tains the record of Punjab in various 
fields, especially since Zail Singh took 
over the leadership of the government. In 
effect, it is a socio-economic history of 
Punjab. 

Punjab with roughly 1.6 per cent of the 
country’s total area has nearly 2.5 per 
cent of the country’s total population. 
As Punjab had to bear the brunt of 
attacks of invaders from time immemo¬ 
rial, the people are sturdy, self-reliant, 
with courage, patience, industry and 
initiative. Punjabi character can aptly 
be summarised by one word namely 
‘vitality*. Punjab represent dynamism. 

Punjab farmers are experiencing a cer¬ 
tain degree of prosperity. Most farmers’ 
families have sofa sets, table fans and 
radio sets for entertainment. Mud huts 
have given place to cement-concrete buil¬ 
dings with terraced roofs. Village roads 
are paved and drains are lined. The gap 
between cities and villages is narrowing. 
None of these developments would have 
been possible but for the prosperity gene¬ 
rated by the new farm technology based 
on high-yielding varieties of seeds, irriga¬ 
tion, fertilisers, protective chemicals and 
electricity. A sound agricultural base is 
being provided for the growth of indus¬ 
tries and the provision of social services 
and other infrastructural requirements to 
modernise villages. 

Political stability is a basic requirement 
of economic progress. Between November 
1966 and March 1972 before Zail Singh 
ministry took over, Punjab had seven 
governments, including two spells of 
President’s rule. We are told that result¬ 
ing political uncertainty had rather 
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adverse effects on the economy and admi¬ 
nistration of the state. Though agricul¬ 
ture and industry did expand due to the 
inherent vitality of the people, “the pace 
of development in these basic sectors as 
well as in the social superstructure was 
very slow/’ 

The Zail Singh government took over 
in March 1972 with a 12-point programme 
which includes items such as upliftment 
of scheduled castes and other weaker 
sections of the community, linking of all 
villages in the state with metalled roads, 
introducing land reforms and streamlining 
large-scale industries, giving a fair deal to 
the working class, simplifying tax struc¬ 
ture, ensuring remunerative prices to 
farmers and reasonable prices to consu¬ 
mers, taking special care of freedom- 
fighters, adequate medical and schooling 
facilities, and nationalising the road 
passenger transport system. 

Due to the stability and initiative pro¬ 
vided by the present government, Punjab 
has recorded all-round progress in spite 
of numerous difficulties. Thus compared 
to March 1972, in December 1975 food- 
grains production increased from 7.92 
million tonnes to 9 million tonnes, sugar¬ 
cane from 4.03 lakh tonnes to 6 lakhs 
tonnes, number of tubewells from 3 lakh 
to 4.27 lakhs, veterinary hospitals from 
180 to 321 and per capita milk availabi¬ 
lity from 404 grams to 443 grams. Of the 
total of 12.4 million acres, 11 million 
acres are fit for cultivation of which 7.6 
million acres are under the command of 
canal irrigation. Thus the present canal 
irrigation intensity is 54.5 per cent of the 
cultivable area. This is the highest for the 
country. 

package of incentives 

In the industrial sphere also the govern¬ 
ment has been providing a package of 
incentives; allotment of developed land 
on easy instalments, exemption from pay¬ 
ment of electricity duty, refund of 25 per 
cent of electricity charges to power-based 
industries, subsidy for preparing feasibi¬ 
lity reports, 20 per cent subsidy for pur¬ 
chasing generating sets, exemption from 
octroi or terminal taxes for five years and 
grant of interest-free loans in lieu of 
refund of sales tax. No wonder, Punjab 


is humming with all types of industries, 
large, medium and small. 

There is no field where Zail Singh 
government has not moved swiftly to 
bring about reforms. The government 
has been taking energetic steps in the 
fields of education, sports, both for men 
and women, health and family planning, 
labour welfare, employment, welfare of 
government employees, housing etc. Also, 
the government has been taking special 
steps for the development of backward 
areas, for the provision of drinking water 
to villagers, for flood control, for helping 
weaker sections of the community and to 
attract tourists to the state. 

remarkable results 

The results of all these measures have 
been truly remarkable. Punjab nas 
become the granary of India. Total area 
uil. ‘‘grain crops in Punjab is only 3.5 
per cent of the total area under grain 
crops in the country; and yet Punjab’s 
contribution to the total grain produc¬ 
tion is 7.5 per cent. Punjab leads the 
rest of India in per hectare yields of 
wheat, rice, cotton and bajra. Punjab 
can boast of the largest number of trac¬ 
tors, highest wages for agricultural wor¬ 
kers (Rs 7.50 per day), largest number of 
small-scale industries, highest per capita 
consumption of cereals and milk, the 
largest road mileage and best welfare 
coverage for retired military personnel, 
scheduled castes and backward classes. 
The state of Punjab is looking forward to 
an era of great prosperity and pro¬ 
gress. 

The book carries the distinct propagan¬ 
dist stamp and flavour. And yet the 
facts which can be corroborated by in¬ 
dependent sources cannot lie. There is no 
doubt that the virile and dynamic Punjabis 
not only have made good the devastating 
losses consequent on partition but blessed 
by favourable natural environment have 
taken lead over all other states in the 
matter of economic development and have 
shown other states the way to rapid all¬ 
round progress. This book with excellent 
pictures, charts and vigorous exposi¬ 
tion gives an invigorating picture of 
the progress of Punjab and creates the 
hope that other states encouraged by 
what Punjab has achieved may also 


march tawards progress w ith the 
same vision, determination and in¬ 
dustry. 

CHALLENGES AHEAD 

In the early 21st century, India’s popu¬ 
lation is expected to exceed 1,000 million. 
This means, however vigorous and efficient 
the family planning programme, soon 
after the year A.D. 2000 “a Second India 
will be added to that which now exists.” 
The challenges for the Indian nation then 
will be to secure meaningful and pro¬ 
ductive lives for more than one hundred 
crores of people. 

Dr Hannan Ezekiel and Dr Madhoo 
Pavaskar have in the Second India Studies— 
Services undertaken a sort of perspective 
planning, making a serious attempt to 
visualise the quantitative and qualitative 
improvements needed in the major ter¬ 
tiary sector services in the early 21st 
century. 

The present study assumes a five per cent 
annual growth rate in the gross domestic 
product (GDP) as the most realistic one. 
The respective shares of the various sub- 
sectors of the tertiary sector in the esti¬ 
mated aggregate GDP are projected 
mainly on the basis of the historical 
trends, relationships and norms. 

As regards the educational field, after 
taking various factors into account as 
also manpower requirements in future, 
“it is at once evident that the enrolment 
on Classes I to V may be expected to 
be more than double in the next quarter 
of century. The enrolment in Classes VI 
to VIII is likely to be more than three 
times as large in AD 2000 as at pre¬ 
sent, those in Classes IX to XII may 
tend to be six times as large, while the 
number of university students is antici¬ 
pated to grow four times the present 
level.” This magnitude clearly gives some 
idea of the tasks ahead. About 20 lakh 
more classrooms would be needed before 
the turn of the present century. The 
total investment in school buildings and 
other allied activities will entail an ex¬ 
penditure of over Rs 3,000 crores (at 
current prices) over the next quarter of a 
century. This expenditure can be reduced 
to some extent by methods such as shift 
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system, night schools, open schools, 
mobile schools and so on. The authors 
have suggested that curricula and syl¬ 
labi will have to be revised suitably and 
to relieve the scarcity of teachers at 
various levels, qualified doctors, account¬ 
ants, engineers, marketing men, econo¬ 
mists, chemists, etc., etc., will have to 
devote a few hours a week for teaching. 
All [this is a tremendous task and the 
authors have warned that “a beginning 
should be made here and now.” 

As regards trade and storage, the 
authors have depicted the following 
scenario. At five per cent growth rate in 
GDP and with per capita of Rs 1800 in 
A. D. 2001 (at 1972-73 prices), the 
distribution of income will be far more 
egalitarian affecting the size and nature of 
demand. The total market potential 
(consumption expenditure) at 1972-73 
prices is anticipated to swell over three 
times—from Rs. 400 billion in 1973-74 
to about Rs. 1,270 billion in A.D. 2000. 
Evidently the distributive outlets in 
Second India will have to clear commo¬ 
dity supplies several times larger than at 
present. 

major transformation 

Naturally market structure will have 
to undergo major transformations. 
There will be a consumer-oriented dis¬ 
tributive system. There will have to be 
“a new agricultural marketing system” 
to speed up flows of agricultural commo¬ 
dities. Agricultural marketing should 
move towards decentralised marking. 
According to the authors, public sector 
distributive agencies will be playing a 
commanding role by A.D. 2000. There 
will be transition from bag to bulk hand¬ 
ling, silos replacing existing bag godowns 
and werehouses. 

As regards financial institutions, the 
credit requirements to sustain the growth 
rate of five per cent in GDP, would be 
about Rs 41,738 crores, the share of indus¬ 
try being Rs. 21,000 crorss i.e. about 55 
per cent of the total credit, the same as 
at present, agriculture however improving 
its ratio to about 40 per cent. Thus agri¬ 
culture and industry are expected to 
absorb about three-fourths of the avail¬ 
able bank credit by AD 2000. The 


coverage of bank offices will improve 
from 32,000 per bank at the end of June 
1974 to about 15,000 by AD 2000. 
The total household saving would be 
around Rs. 14,000 crores. (i.e. 34 per 
cent) of the total estimated domestic sav¬ 
ings of Rs 41,198 crores by AD 2000. 
This means the share of household sav¬ 
ing in total saving [would decline from 
the present level of around 80 per cent 
to about 34 per cent by AD 2000. 

social needs 

Public administration will have to meet 
the social and economic needs of 1,000 
million people. In transport sector, pas¬ 
senger traffic will have increased at least 
threefold, and freight traffic over four 
times. Motorable roads will have to 
be extended to nearly three times the 
present road length. Public expemeatre 
would probably swell to between 
Rs 60,000 to 80,000 crores at (1972- 
73 prices) from Rs. 20,000 crores at 
present. All this will require developing 
appropriate administrative institutions 
especially at district and local levels with 
adequate powers both of decision-making 
and execution. The entire pattern of ad¬ 
ministration which is still colonial will 
have to undergo transformation. Special¬ 
ist will be taking the place of generalist 
and barefoot administrators will have to 
play a major role to humanise public 
admistra tion and policy-making. 

As regards health services, the demo¬ 
graphic predictions are that the birth 
rate in India by A.D. 2000 will decline 
from 38 per thousand per year at present 
to about 26 and the death rate from 15 
per thousand per year in 1971 to about 
10. The need to augment and improve 
health, water supply and sanitation ser¬ 
vices by A.D 2000 arise not only to meet 
the requirements of the additional popu¬ 
lation but also to banish communicable 
and infectious diseases and to raise the 
general standard and quality of life of 
people in Second India. This means even 
to maintain minimum health standards, 
the number of doctors will have to in¬ 
crease eightfold and of nurses and hos¬ 
pital beds almost thirty times within the 
next quarter century. The cost of all 
this would be stupendous. One way to 


reduce the cost would be to think in 
terms of “multipurpose workers for the 
delivery of health, family planning and 
nutrition services to the rural communi¬ 
ties...” 

As regards housing which is ‘‘a strong 
motivator of saving and plays an impor¬ 
tant role in the generation of employment”, 
the backlog of shortage currently 
existing must first be cleared and 
therefore construction at the rate of well 
over 2 million houses per year (approach¬ 
ing 3 million by AD 2000) will have to 
be undertaken. Authors rightly feel that 
this stupendous task will require “bold, 
imaginative and unorthodox thinking 
and action.” 

The authors anticipate the gross domes¬ 
tic product originating in the tertiary 
sector to be Rs 62,890 crores (at 1972-73 
prices) by AD 2000. The share of the 
tertiary sector on the total GDP of the 
economy in AD 2000 would work out 
at 37.4 per cent as compared to 27.2 per 
cent of the primary sector and 35.4 per 
cent of the secondary sector. Thus in 
terms of employment and income, the 
tertiary sector of Second India will be 
larger than secondary sector, and in terms 
of income, if not of employment, it will 
be larger than even the primary 
sector. 

a continual process 

Planning is a continual process and 
perspective planning has become an essen¬ 
tial part of planning technique. Planning 
has to think ahead and take into account 
the picture that would emerge after about 
25 years or so. This is what the authors 
have done in this book. There are some 
explicit assumptions made and some 
assumed, and the figures and trends work¬ 
ed out. In such projections over a long 
period, with the world changing fast, 
there is bound to be an element of change 
and misjudgement. And yet without such 
perspective planning and without taking 
into account the requirements likely to 
arise in future, no worthwhile planning is 
possible. The picture of the tertiary 
sector drawn by the authors is mind- 
boggling and disheartening. And yet the 
challenge must be accepted and work 
begun right now, as otherwise planning 
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would cease to have true meaning for the 
masses. The vast dimensions of the chal¬ 
lenge should bring forth greater efforts. 
The authors therefore have done well to 


bring to the notice of policy-makers the 
requirements in tertiary sector of the 
Second India that would emerge in A.D. 
2000. 


A tool of modern management 

Public Relations in India: J. M. Kaul, Naya Prokash; 206, Bidhan Sarancc, 
Calcutta; Pp. 232; Price Rs. 40 ($6, £4) 

Reviewed by L.N. Raina 


Public Relations has now graduated to 
a discipline which is considered an impor¬ 
tant tool for achieving the management 
objective of creating goodwill and under¬ 
standing between an organisation and the 
public, so essential for the survival and 
growth these days. Public relations create 
a climate ^for an organisation to enable 
it to carry on its business operations with 
much greater ease than would otherwise 
be possible. In this country, as in the 
rest of the modern world, the public has 
become a force to reckon with. Without 
creating the right social environment no 
business can flourish or even exist for 
long. 

substantial contribution 

Being a new discipline, not much has 
been written on the subject in the Indian 
context which has hampered the develop¬ 
ment of professionally trained public 
relations men. The merit of the book 
under review is that it is written by a 
person who has been in the field of public 
relations and has over the years acquired 
practical knowledge of the requirements 
of the profession. Recently some univer¬ 
sities have started full-time post-graduate 
courses in Public Relations. Some other 
universities have attached it to courses in 
journalism or marketing and advertise¬ 
ment. Books written on the subject 
abroad cannot be of much use in the 
Indian context and in a social structure 
which is unique in many ways. Public 
Relations in India will make a substantial 
contribution to an understanding of the 
role of the PR in our country. 

Public relations, according to the author, 
is a deliberate, planned and sustained 
effort to establish and maintain mutual 
understanding between an organisation 
and its public. It measures, evaluates and 


interprets the attitudes of the concerned 
public and executes programmes to earn 
public acceptance. 

The author has attempted to distinguish 
between PR and publicity. Publicity, he 
says, is just a component of public rela¬ 
tions. Modern society is made of many 
groups each with its own interests. They 
constitute the customers, shareholders, 
employees as well as the common citizen. 
Any adverse comment, genuine or other¬ 
wise, finds way into the columns of news¬ 
papers, legislatures and even Parliament, 
and an organisation can become an object 
of probes, commissions or tribunals. The 
role of the PR is to act as eyes and ears 
of the organisation and see that a cause of 
discontent does not arise. 

The promotion of public relations is all 
the more important in this country as, 
according to the author, there is an under¬ 
current of hostility to business among the 
people at large because, apart from other 
reasons, profit even today is regarded as a 
dirty word here. It becomes evident how 
necessary it is for an organisation to culti¬ 
vate rapport with the public for its smooth 
functioning. 

historical background 

After briefly touching upon the develop¬ 
ment of PR in the United States and other 
western countries, the author traces the 
short history of public relations in this 
country. In the early stages PR was prac¬ 
tised more as a measure of philanthropy. 
It was after World War II and particularly 
after independence that a definite con- 
ciousness of PR started to develop. In the 
wake of the Industrial Policy Resolution 
and in response to the democratic environ¬ 
ment PR entered the stage when profes¬ 
sionalism and skill came into demand. 
Government and business organisations 


had to adopt conscious and deliberate 
policies of public relations. Business 
houses started cultivating public relations 
in the modern sense taking cue from 
international companies which already had 
their own expertise in the line and had 
begun to make use of it in this country 
in order to survive as well as grow in the 
post-independence environment. The 
government itself had entered into business 
in a big way requiring systematic promo¬ 
tion of public relations. 

While describing the environment in 
which PR has to work in this country, its 
economic and political landscape, the 
author gives a break-up of the readership 
of newspapers by language and circulation 
as well as discusses the labour situation 
and provides a profile of the management 
in our industry. He also gives the econo¬ 
mic platform of the major political parties 
which is essential for understanding the 
environment in which a PR has to work. 

development of programmes 

Though the knowledge of basic 
principles of PR is an essential precondi¬ 
tion for the development of programmes, 
there can be no cut-and-dry formula 
which can apply to all situations. The 
author gives tips on how the PR should 
handle the various problems in communi¬ 
cating with the public, the sources of 
communication and how to improve the 
communication skill. Fact-finding is the 
starting point of any public relations pro¬ 
gramme which involves collection of 
relevant data as well as research. The 
more information is available the more 
accurate will the planning of programmes 
be. Research provides an insight into the 
reasons why certain attitudes develop. 
Research is required also to decide what 
are the best media to reach a particular 
audience. 

The author then describes the 
tools at the disposal of the PR man and 
how to make best use of them. He gives 
the international code of ethics and what 
is expected of a public relations man, “It 
is not a man with a big mouth, the babbler, 
who is a good PR man but the man who 
has a sense of discretion, who can keep 
his counsel, whom the client whether his 
own top management or the outside party 
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can trust and rely upon to keep a secret, 
who is best suited for the profession.” 

Contrary to the notion commonly held 
that the public relations man is a “fixer”, 
one who can wangle things through ques¬ 
tionable means using fabulous expense 
accounts, the author projects him as a 
doctor who “seeks to diagnose the ills of 
an organisation in its relations with the 
public or any segment of it, prescribes 
remedies and proceeds to administer them. 
He then keeps a watch on the patient to see 
whether the remedies prescribed are pro¬ 
ducing the desired effect so that the 
medicine can be changed if necessary.” 
Prevention is more important to a PR 
man than cure. He should maintain the 
public relations of a corporate body in 
good health so that drastic remedies have 
not to be resorted to. 

Public relations is a new discipline. 
While the government as well as industry 
have accepted theoretically that it is an 
important tool of modern management and 
that it is a social science, the misconcep¬ 
tions about it being a gimmick have not 
altogether disappeared. That the funda¬ 
mental purpose of public relations is to 
establish a two-way flow of mutual under¬ 
standing based on truth, knowledge and 
full information has been forcefully 
brought out by J.M. Kaul. This book 
clears a lot of fog that has gathered around 
this procession. It is an authoritative and 
readable book which has broken new 
ground. 


Books Received 

Rural Labour in India, Problems and 
Policy Perspectives : Editor S. M. 
Pandey; Shri Ram Centre for Industrial 
Relations and Human Resources, 5, 
Sadhu Vaswani Marg, New Delhi- 
110005; Pp. 300; Price Rs 45. 


NOTICE 


It is hereby notified for the information of the public that M/s Sundaram Indus¬ 
tries Limited, proposes to give to the Central Government in the Department of 
Company Affairs, New Delhi, a notice under sub-section (1) of Section 21 of the 
Monopolies and Restrictive Trade Practices Act, 1969, for substantial expansion of its 
activities. Brief particulars of the proposals are as under: 

(i) Name(s) of person(s)/body corpo- SUNDARAM INDUSTRIES LIMITED 
rate owning the undertaking: 7-B, West Veli Street, 

MADURAI-625 001 


(ii) Capital Structure of the applicant 
undertaking: 


(iii) Details of the proposed Substantial 
Expansion: 

(a) Name of new goods to be pro¬ 
duced, supplied, controlled or 
distributed or of new services 
to be rendered: 

(b) Incase of substantial expan¬ 
sion of existing activities: 

(i) Name of goods: 


(ii) Capacity before expan¬ 
sion: 

(iii) Expansion proposed: 


(iv) Location of the Project for subs¬ 
tantial expansion: 


(v) Brief outline of the cost of the 
Project, the scheme and source of 
finance 


Authorised capital: 

5,00,000 Equity Shares of Rs 100/- each 
Rs 5,00,00,000/- 

Issued, Subscribed and Paid-up Capital: 
1,80,000 Equity Shares of Rs 100/- each 
1,80,00,000/- 


Not applicable 


Mechanical Rubber Goods including 
Oilseals & Rubber Hoses of various 
types. 

480 Metric tonnes per annum 

From 480 Metric tonnes to 900 Metric 
tonnes per annum of Mechanical Rubber 
Goods including 20,00,000 Nos. of Oil- 
seals and 4,00,000 Metres of Rubber 
Hoses of various types for automotive 
and non-automotive applications. 

Kochadai 
Madurai-625 016 
Madurai District 
Tamil Nadu State 

| Estimated capital expenditure of Rs 22 
j lakhs to be financed by internally gene- 
| rated funds. 


2. Any person interested in the matter may make a representation to the Secre¬ 
tary, Department of Company Affairs, Government of India, Shastri Bhavan, New 
Delhi within 14 days from the date of publication of this notice, intimating his views 
on the proposal and indicating the nature of his interest therein. 


Economic Thought in Modern India : 

Arvind D. Karmarkar; Registrar, J.S.S. 

Institute of Economic Research, Vidya- 
giri, Dharwar-4 Karnataka State; Pp. 

328; Price Rs 40. 

„ . r .. ¥ . _ . . . . Registered Office: 

Functioning of the L.I.C An Appraisal : 7 _ Bf West Veli Street 

B.S.R. Rao; Registrar, Institute for MADURAI-625 001 
Financial Management and Research; Dated: 29-1-1977 
Madras 600 034; Pp. 391; Price 
Rs 45. 


V.V. VARADARAJAN 
Secretary 

SUNDARAM INDUSTRIES LIMITED 

(Name and designation of the Principal 
Officer of the Undertaking issuing the 
Notice) 
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TRADE 

WINDS 


Acrylic Fibre 
Delicensed 

The government has decided 
to place the import of acrylic 
fibre on free licensing basis. 
Imports of viscose and poly- 
nosic polyester fibre will conti¬ 
nue to be in the free licensing 
system till October 31. Actual 
users can now place their 
indents direct with the State 
Trading Corporation for their 
full requirements. For 20 
denier nylon filament yarn, the 
corporation shall have a reserve 
price of Rs 111 per kg and the 
prices of other nylon yarns 
will be fixed correspondingly. 

Cattle-Feed Export 
Duty Exemption 

Export duty on animal feed 
has been abolished according 
to an announcement made by 
the Finance ministry recently. 
The announcement made by 
the department of Revenue and 
Banking of the ministry stated: 
“Animal feed is liable to pay, 
on export, a duty of Rs 125 
per tonne. In response to a 
number of representations 
from the exporters of this 
item the department of Revenue 
and Banking have accorded 
complete exemption from ex¬ 
port duty on the following 
categories of animal feed: 
Cotton seed cakes and extrac¬ 
tions, whether decorticated or 
not. Linseed cakes extractions; 
and Ouarmeal. 

“Mixed compounded ani¬ 
mal feed containing one or 
more of the above, with or 
without other oilcakes subs- 
tances, will also be exempt 


provided the protein contents 
of the mixture is not more than 
40 per cent”. 

Import Duty on Oils 
Abolished 

Import duty on select oils 
and oilseeds has been abolish¬ 
ed. An official announcement 
made by the department of 
Revenue and Banking of the 
Finance ministry stated recently 
that removal of the duty on 
these items was a sequel to 
the government’s decision to 
liberalise their imports. 

The official press release, 
while explaining the removal 
of import duty stated: The 
government recently announc¬ 
ed relaxation in the import 
policy for edible oils and seeds, 
with a view to overcoming any 
possible shortage of edible 
oils in the country. Edible 
oils can be imported for direct 
human consumption or ior 
refining and blending for such 
consumption. These edible 
oils and seeds are, under the 
tariff, liable to pay customs 
duty of 60 per cent ad valorem 
(basic) plus 15 per cent ad 
valorem auxiliary duty. But 
in line with this liberalised 
approach and to ensure that 
edible oils arc available within 
the country at reasonably 
cheap prices, the government 
has granted complete exemp¬ 
tion from basic customs and 
auxiliary duties payable on the 
following oils and seeds: 1. 
groundnut oil and groundnut 
seeds; 2. palm oil and palm 
seeds; 3. rapeseed oil and 
rapeseeds; 4, soyabean oil and 


soyabean seeds; and 5. sun¬ 
flower oil and sunflower seeds. 

Import Substitution 
Awards 

The Republic Day national 
awards for import substitution 
are to be given to 11 firms 
this year. The items deve¬ 
loped by the award winners 
will result in an estimated 
annual saving of about Rs 2.55 
crores in foreign exchange. 
The awards were announced 
recently by the board of 
awards for import substitution, 
headed by Brig. B.J. Shahancy, 
secretary and director general 
of Technical Development. The 
awards are given twice a year 
on Republic Day and Inde¬ 
pendence Day for recognising 
and encouraging import substi¬ 
tution efforts by institutions 
and individuals. 

The award winners arc: 
Gold shield for Electronics 
Corporation of India Limited, 
Hyderabad for the develop¬ 
ment of electronic components: 
solid tantalum capacitors, 
high stability carbon film resis¬ 
tors and precision potentio¬ 
meter. Silver shield for Press 
Metal Corporation (Private) 
Limited, Bombay for the deve¬ 
lopment of side frame members 
for JLcyland trucks and longi¬ 
tudinal member for Shaktiman 
vehicles. Texprint Engineers, 
Ahmedabad also gets a silver 
shield for developing a flat-bed 
screen printing machine. 

The board also announced 
award of bronze shields to 
eight firms: Himson Textiles, 
Surat, for developing up twis¬ 
ters and rewinders, Alcobex 
Metal (P) Ltd., Jodhpur, for 
aluminium bronze forgings to 
British standards specifications. 
Injecto (P) Limited, Faridabad 
for 50cc carburettors. The 
Directorate General of Civil 
Aviation, New Delhi, for deve¬ 


lopment of gliders and glider 
launching machines, Karasan- 
das Bcchandas & Sons, 
Ahmedabad, for drum type 
Nylon-2 washing machine. 
Accurate Engineering Com¬ 
pany Limited, Pune, for preci- 
cision measuring tools, Sara- 
bhai M. Chemicals, Baroda for 
development of mannitol and 
Cadila Chemicals Private 
Limited, Ahmedabad for the 
development of glibenclamide. 

Import Duty on Cap- 
rolactum Reduced 

The import duty on capro- 
lactum has been re luced from 
120 per cent to 90 percent. 
The 25 per cent ad valorem 
excise duty on indigenous cap- 
rolactum and countervailing 
duty on imported caprolactum 
has been abolished. The duty 
relief shall apply to caprolac¬ 
tum used for production of 
wearable fabrics only. 

Trade with W. Germany 

An industrial delegation of 
the Indian Chamber of Com¬ 
merce has recommended in its 
report that the government 
should bring out guidelines, 
specially for foreign investors 
about the scope and imple¬ 
mentation of the Foreign 
Exchange Regulation Act 
(FERA) which is not generally 
well understood in West 
Germany. 

The delegation headed by 
Mr R.P. Mody went to the 
Federal Republic of Germany 
with the objective of (i) pro¬ 
moting industrial collabora¬ 
tions with West German firms, 
(ii) trade with W. Germany 
and (iii) joint ventures in third 
countries. The chamber felt 
that it was an opportune time 
for a high level delegation of 
Indian industry to visit that 
country in the background of 
the greater improvement in the 
Indian economic situation and 
the potential of W. German 
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industry to offer high level 
technology to India to streng¬ 
then her industrial base and 
develop new industries. 

The nine-member delegation 
in its report available now has 
pointed out that the middle 
sector industry in W. Germany, 
which is the backbone of the 
German economy in terms of 
technology and potential, “is 
receptive to closer economic 
cooperation with India”. It 
has said, “there is now a 
better appreciation in W. Ger¬ 
many of stability in India and 
its more pragmatic economic 
policies. But there is still a 
communication gap for which 
a continuous dialogue with 
the German industry is neces¬ 
sary”. The other members of 
the delegation were : Mr J.M. 
Jatia; Mr S.K. Birla; Mr S.S. 
Kanoria, Mr B.H. Singhania, 
Mr B.K. Jhawar. Mr Kalyan 
Sen, Mr P.K. Daga and Mr 
C.S. Pande. 

Distribution of 
Essential Commodities 

The government has asked 
the states to immediately with¬ 
draw restrictions on inter¬ 
state movement of all essential 
commodities, unless otherwise 
specified. This is part of the 
new drive to improve the sup¬ 
ply position of essential com¬ 
modities in the country. This 
directive did not apply to 
foodgrain movements which 
were governed by the decisions 
taken by the chief ministers’ 
conference and approved by 
the centre at the beginning of 
the harvesting season. 

This order obviously was 
in the context of the reported 
restrictions placed on the 
movement of groundnut from 
Gujarat some time back, 
which resulted in a spurt in 
groundnut prices elsewhere. 
The press release by the minis¬ 
try of Supply stated that moni¬ 
toring of prices and availabi¬ 


lity of essential commodities 
had been intensified to ensure 
easy availability of mass con¬ 
sumption commodities and 
also for effective control on 
prices. 

Shifting Units to 
Backward Areas 

Industries are being allowed 
to shift a part of their manu¬ 
facturing activity to backward 
areas within the same state 
without the prior permission 
of the central government. 
It would be proper to obtain 
the permission of the state 
government for a change in 
location. The ministry of 
Industry has taken this deci¬ 
sion to impart flexibility to the 
procedure for shifting part of 
manufacturing activity in back¬ 
ward areas within the same 
state. This relaxation is ex¬ 
pected to encourage industrial 
undertakings to shift at least a 
part of their manufacturing 
activity which does not involve 
very high levels of skill and 
technology. 

Those industrial under¬ 
takings which desire to shift 
their activity to backward 
areas have just to furnish 
information about the change 
of location to the administra¬ 
tive ministry at the centre, 
the technical authority con¬ 
cerned and the secretariat of 
industrial approvals in the 
ministry of Industry. 

State Plans 

Delhi 

The Planning Commission 
has sanctioned Rs 90.10 
crores for the union territory 
of Delhi for 1977-78. This is 
likely to be increased by six to 
seven crore rupees by the begin¬ 
ning of the next financial year, 
when excise, sales tax and 
small savings deposits for the 
current quarter are compiled. 
Chief executive councillor Mr 
Radha Raman stated that by 


the final year of the fifth Plan, 
outlay for Delhi was expected 
to be in the region of Rs 100 
crores. The financial alloca¬ 
tion for 1977-78 was decided 
recently in a final round of 
talks between the chief execu¬ 
tive councillor Mr Radha 
Raman, deputy chairman of 


the Planning Commission, 
Mr P.N. Haksar, and minister 
of state for Planning Mr 
Shankar Ghosh. 

Resources mobilisation by 
the administration alone ac¬ 
counts for 44 per cent of the 
total figure. This has been 
possible owing to an increase 


NOTICE 

1. It is hereby notified for the information of the public 
that—Delhi Cloth & General Mills Co. Ltd., Unit: DCM 
Data Products, proposes to give to the Central Govt, in the 
Deptt. of Company Affairs, New Delhi, a notice under sub¬ 
section (i) of Section 21 of Monopolies and Restrictive Trade 
Practices Act 1969 for substantial expansion of its activities. 
Brief particulars of the proposal are as under ; 


The Delhi Cloth & General 
Mills Company Ltd., Delhi. 


(i) Name of person(s) Body 
corporate owning the 
undertaking 

(ii) Capital structure of the 
applicant undertaking 


(iii) Details of the proposed 
substantial expansion : 

(a) Name of new goods to 
be produced, supplied 
controlled or distribu¬ 
ted or of new services 
to be rendered. 

(b) In the case of substan¬ 
tial expansion of exis¬ 
ting activities. 

(i) Name of goods 

(ii) Capacity before expan¬ 
sion 

(iii) Expansion proposed 

(iv) Location of the project for 
substantial expansion. 

(v) Brief outline of the cost 
of the project, the scheme 
and sources of finances. 


Authorised Issued Subscribed 
Share Capital & paid up 
Capital capital 


Rs 50 Rs 19.58 Rs 19.58 
Crores Crores Crores 


Serial-dot matrix printers with 
the annual capacity of 300 Nos. 


Not Applicable 


N.A. 

N.A. 

N.A. 

DCM Data Products, SBM 
Premises, Shivaji Marg, New 
Delhi-110015. 

Rs. 40.50 lacs 

The investment is proposed to 
be made by the Company from 
their internal resources. 


2. Any person interested in the matter may make a represen¬ 
tation to the Secretary, Deptt. of Company Affairs, Govt, of 
India, Shastri Bhawan, New Delhi, within 14 days from the 
date of publication of the notice, intimating his views on the 
proposal and indicating the nature of the interest therein. 

S. RATNAM 
EXECUTIVE DIRECTOR 
Dated this day 27th January, 1977. 
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in sales tax, rationalisation of 
excise duty and increased col¬ 
lection through small savings. 
Sales tax contribution is 
Rs 17.50 crore, excise duty 
Rs 4.54 crore and small sav¬ 
ings amount to Rs 7.43 crore. 

Rajasthan 

Rajasthan’s annual plan for 
1977-78 will be of the order 
of Rs 168 crore, 25 per cent 
higher than the current year’s 
outlay of Rs 135 crore. The 
annual plan was finalised at a 
recent meeting between chief 
minister, Mr Harideo Joshi 
and deputy chairman of the 
Planning Commission, Mr P.N. 
Haksar. 

The next year's Plan provid¬ 
es for accelerated implementa¬ 
tion of the Rajasthan Canal 
phase I and phase II, Beas 
project and Kota thermal 
station. Besides, there would 
be a sizeable step-up in the 
outlays for rural water supply 
and rural health. The fifth 
Plan outlay of Rajasthan is of 
the order of Rs 709.24 crore. 
The actual expenditure in 
1974-75 was Rs 109.55 crore 
and in 1975-76 Rs 141.10 crore. 
The approved outlay for the 
two terminal years of the 
fifth Plan (1977-79; is 
Rs 324.23 crore. 

Janata Cloth Output 

The production of Janata 
sarees and dhoties in the hand- 
loom sector is being stepped 
up to achive a level of 100 
million metres. The target is 
likely to be achieved by Octo¬ 
ber this year. The decision 
was taken at a two days con¬ 
ference of directors of hand- 
looms and registrars of co¬ 
operative societies of states, 
as well as managing directors 
of state apex handloom coope¬ 
rative societies and handloom 
development corporations 
which concluded recently. The 
conference reviewed the pro¬ 
gress made in the implementa¬ 


tion of the intensive develop¬ 
ment and export production 
projects. Seventeen intensive 
development projects and 19 
export production projects 
have been started for the first 
time in the central plan this 
year. 

It has also been pointed out 
that the mill sector will pro¬ 
duce 300 million sq metres 
of controlled cloth and 100 
million sq metres production 
of this type of cloth is to be 
transferred to the handloom 
sector. The criteria for sale 
of controlled cloth including 
quantity restrictions have al¬ 
ready been drawn up by some 
states. Other states are expec¬ 
ted to follow suit according to 
a press note issued by the 
department of Textiles. The 
decision to restrict distribution 
of controlled varieties of cloth 
to weaker sections of the popu¬ 
lation is a sequel to the recent 
deliberations of the conference 
of chief ministers. 

World Agriculture 

World agricultural produc¬ 
tion, excluding the People’s 
Republic of China, rose by 
three per cent in 1976 and 
prospects are good for a simi¬ 
lar increase in 1977, according 
to preliminary data released 
earlier this month by the US 
Department of Agriculture. 
The preliminary report shows 
that almost equal gains in 
agricultural output were regis¬ 
tered by the developed and 
developing countries in 1976; 
that significant production 
increases in the Soviet Union 
and Canada offset declines in 
western Europe, Oceania and 
Japan, and that there was little 
change in the total farm out¬ 
put of that United States and 
the non-Soviet countries of 
eastern Europe. 

The survey further assumes 
that China will probably do 
well to maintain its 1976 


level of production during the 
coming year. However, this 
conclusion could not be subs¬ 
tantiated because of lack of 
sufficient data. AH developing 
regions of the world shared to 
some extent in the 1976 in¬ 
crease in total food produc¬ 
tion. East Asia led the rise, 
followed by west Latin 
America, Africa and south 
Asia. 

Federation Awards 

The Federation ot Indian 
Chambers of Commerce and 
Industry (FICCJ) has been 
making awards since 1968 for 
outstanding contributions by 
individuals, companies or re¬ 
search institutions to various 
fields of socio-economic deve¬ 
lopment including research in 
science and technology. These 
awards will be presented on 
the opening day of the forth¬ 
coming Federation’s fiftieth 
annual session. 

Agriculture: National Dairy 
Development Board, Ananl: 
The National Dairy Develop¬ 
ment Board, Anand, will re¬ 
ceive the Awards for its signi¬ 
ficant contributions to the 
establishment of dairy plants 
by providing technical services 
leadership and guidance and 
doubling the milk supplies in 
the four major cities: Bombay, 
Calcutta, Delhi and Madras. 
The Board has also been the 
recipient of Import Substitution 
Award of DOTD in 1976 for 
the development of bulk vend¬ 
ing machines for distribution 
of milk. 

Export Promotion: This 
award goes to M/s Bajaj Auto 
Limited, Pune for outstanding 
export performance of their 
indigenously developed scoo¬ 
ter: Bajaj-Chetak, which in¬ 
creased by over 400 times from 
a modest Rs 0.76 lakhs in 
1971-72 to Rs 314.66 lakhs in 
1975-76. More importantly, 
this export performance has 


been achieved against the 
background of vast domestic 
demand, better profitability in 
the domestic market and stiff 
competition from manufac¬ 
turers of developed countries. 

Industrial Relations: M/s 
Atlas Cycle Industries Ltd, 
Sonepat will get this award for 
their impressive iccord of in¬ 
dustrial peace and harmony, 
which is demonstrated by the 
absence of any loss of produc¬ 
tion due to industrial relations 
problem for nearly fourteen 
years. This has been possible 
because of the imaginative and 
humane handling of industrial 
relations by the company 
through a system of bipartite 
settlements without any exter¬ 
nal interference and by treat¬ 
ing a sense of involvement 
among workers. 

Research in Science and 
Technology —Institutions, etc: 
The Ahmcdabad Textile Indus¬ 
try's Research Association, 
Ahmedabad will receive this 
Award for their contribution 
to reduction in energy con¬ 
sumption and utilisation of 
waste enery in Indian cotton 
textile industry by right choice 
of fuel for boilers, improving 
their efficiency, by proper 
distribution and utilisation of 
steam, by waste heat recovery 
from stenters and reducing 
temperature and time of pig¬ 
ment printing and resin finish¬ 
ing by developing low tempe- 
ture cure catalysts. 

Cash Awards — Individual 
Scientists/Technologists: 

Life Sciences Including 
Agriculture: Rs 10,000: This 
Award will be shared between 
Dr S.K. Ranjhan, Izatnagar 
and Dr V. Santhanam and his 
team, Coimbatore. However, 
as a special case both will 
receive Rs 10,000 each. 

Dr S.K. Ranjhan: Contri¬ 
buted significantly in the field 
of animal nutrition, a field 
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so far neglected in India, by 
utilising agro industrial by¬ 
products as livestock feeds, 
and evolving suitable economic 
rations for various categories 
of livestock either by replac¬ 
ing the costlier cereal grains 
with the cheaper conventional 
by-products or by introducing 
in the dietary of the animals 
the newer by-products. 

Dr V. Santhanam and his 
Team: The team has developed 
the first ever commercial 
hybrid cottons (HYBRID-4 and 
VARALAXMI)and long staple 
and extra-long staple cotton 
varieties including Egyptian 
types in India (SUJATA and 
SUV1N) which are equal to 
the best imported Sudanese 
and Egyptian cotton, resulting 
in substantial cut in import 
of cotton. The value of these 
cotton produced every year is 
estimated to be around Rs 360 
crores. 

Technology with particular 
reference to its interaction 
with industry: Rs 10,000/-: Dr 
A.S. Rao, Managing Director, 
Electronics Corporation of 
India Limited Hyderabad will 
be given this Award for his 
excellent contribution to re¬ 
search and development in the 
field of electronics. Dr Rao is 
the moving spirit behind the 
achievements of the ECL in 
its varied range of products 
covering entertainment field. 
Under his leadership, the ECL 
could achieve a turnover of 
Rs 26 crores in 1975-76 in a 
short period of nine years. 

The jury recommended that 
no awards be made for the 
year in the fields of family 
planning; physical sciences 
including mathematics. 

New Chief Justice 

The President named on 
January 28, Mr Justice Mirza 
Hameedullah Beg as the Chief 
Justice of India on the retire¬ 
ment of Mr Justice A.N. Ray, 


according to an announcement 
from the ministry of Law, 
Justice and Company Affairs. 
Mr Justice Beg was a judge of 
the Supreme Court since 
December 1971. Prior to that 
he was the Cheif Justice of 
Himachal Pradesh High Court. 
Mr Justice Beg supersedes Mr 
Justice H.R. Khanna. 

Provident Fund 
Interest Rate Raised 

The central board of trus¬ 
tees of employees provident 
fund, has recommanded eight 
per cent interest to be credited 
to the employees provident 
fund members accounts for 
the year 1977-78 raising the 
present rate by 0.5 per cent. 
The board also recommended 
that the matter of pending 
revenue recovery cases be 
taken up at the highest level in 
order to expedite the recovery 
of arrears of contributions. 

While reviewing the working 
of the newly-introduced 
Deposit-Linked Insurance 
Scheme, the board desired 
that the official machinery be 
geared up to sec that the claims 
submitted by the heirs of the 
deceased members were settled 
within 10 days of receipt. The 
board also recommended 
amendment of the Employees’ 
Deposit-Linked Insurance 
Scheme providing for the cal¬ 
culation of contributions by 
employers on the total of the 
wage bill instead of rounding 
of the contribution in respect 
of each employee. 

The board noted that in 
case where the establishments 
change hands, the present 
provisions restricted the liabi¬ 
lity of the transferee-emp¬ 
loyer to the value of the assets 
taken over by him and recom¬ 
mended that the provisions 
might be made more specific 
to case the liability on the 
transferee-employer to the 
full extent of arrears dues. 


Names in the News 

Mr R.C. Maheshwari has 
been unanimously re-elected 
for the third term as the 
chairman of the Engineering 


Export Promotion Council. 
Under Mr Maheshwari’s ste¬ 
wardship, EEPC registered the 
best ever export performance 
in 1975-76 of Rs 408 crores. 


Department of Automic Energy 

On behalf of the President of India, the Director, Directorate' of 
Purchase & Stores, Department of Atomic Energy, Bombay, invites 
tenders as detailed below: 

1. T. No. DPS/BARC/IBE/918. Due on 1.4.77. Pneumatic calibration 
system with accessories and spares. Range: 100 inches water to 4- 850 
inches water. 1 No. 

2. T. No. DPS/BARC/IEE/940. Due on 1.4.77. Automatic fraction 
collector for use with chromatographic column. 1 No. 

3. T. No. DPS/BARC/IEE/967. Due on 1.4.77. Controlled atmosphere 
Pusher type laboratory furnace for annealing and Ha firing of Nickel and 
Kovar components. 1 No. 

4. T. No. DPS/BARCTEE'964. Due on 4.4.77. Cryocool, vapour and 
freezing trap cooler. 2 Nos. 

5. T. No. DPS/BARC/IEE/958. Due on 4.4.77, Gas chromatograph with 
accessories. 1 No. 

6. T. No. DPS/PPED/IEE/46. Due on 4.4.77. Millivolt potentiometer 
and digital thermometer. 1 No. 

7. T. No. DPS/PPED/1EE/44. Due on 5.4.77. Infrared interference filters. 
4 Nos. 

8. T. No. DPS/PPED/IEE/45. Due on 5.4.77. Conductivity cells and 
indicating alarm meters as per drawings. 16 Nos. 

9. T. No. DPS/NFC/1EE/55. Due on 5.4.77. Inconel autoclave 10 Itrs. 
capacity and diameter oflO-15 cms. 1 No. 

10. T. No. DPS/NFC/1BE/57. Due on 5.4.77. Metallic tubular straight 
horoscope for low voltage operation- 1 No. 

11. T. No. DPS/M APP/IEE/65. Due on 6.4.77. Digital Tachometer. 

1 No. 

12. T. No. DP3/MAPP/1EE/66. Due on 6.4.77. Portable high accuracy 
dew point meter. 1 No. 

13. T. No. DPS/MAPP/IEE/67. Due on 6.4.77. Precision air pressure 
regulators. 9 Nos. 

14. T. No. DPS/AMD/IEE/46. Due on 7.4.77. Strip stereoscope and 
opiscope. 

15. T. No. DPS/AMD/1EE/52. Due on 7.4.77. Mirror stereoscope. 

2 Nos. 

16. T. No. DPS/AMD/IEE/61. Due on 7.4.77. Signal enhancement 
seismograph with geophones and accessories. 1 No. 

17. T. No. DPS/RRC/iEE/237. Due on 11.4.77. Nanovolt source for 
230 V, 50 Hz. mains. 1 No. 

18. T. No. DPS/RRC/IEE/238. Due on 11.4.77. Frequency standard for 
230 V, 50 Hz. main. 1 No. 

19. T. No. DPS/RRC/JEE/240. Due on 11.4.77. Single focussing mass 
spectrometer with magnetic analyser for high temperature measurements 
with khudsen ofTusion cell and also for precise isotopic composition 
measurements. 1 No. 

20. T. No. DPS/RRC/IEE/233. Due on 12.4.77. Camac crate with 
power supply, controller and analogue to digital converter module. 1 No. 

21. T. No. DPS/RRC/IEE/239. Due on 12.4.77. Luminous solid state 
indicators for level/position display. 28 Nos. 

22. T. No. DP5/RRC/1EE/242 Due on 12.4.77. Laser power measuring 
instrument of calorimetric type. 1 No. 

23. T. No. DP5/AMD/1EE/43. Due on 13.4.77. Zoom transfer scope. 

1 No. 

24. T. No. DPS/AMD/I EE/44. Due on 13.4.77. Scanning sterescope. 

2 Nos. 

25. T. No. DPS/AMD/IEE/45. Due on 13.4.77. Parallel guidance 
mechanism with magnifying unit. 2 Nos. 

26. T. No. DPS/NFC/IEE/56. Due on 13.4.77. Eddy current testing 
equipment. 1 No. 

Tender documents priced Rs. 10/- each for items at S.No. 
1,2, 7 ,11,12,13,17,18,22 & 25; Rs. 15/-for items atS.No. 6 ; Rs. 20/-each 
for items at S.No. 3,5,10.14,15,20 & 23: Rs. 25/- each for items at S.No. 
4,8 & 24; Rs. 30/- each for items at S.No. 9 & 21; Rs. 40/- for items at 
S.N6. 16 and Rs. 50/- each for items at S.No. 19 &26, and general 
conditions of contracts priced Re. 0.50 paisecan be had from the Finance 
& Accounts Officer, Department of Atomic Energy, Directorate of 
Purchase and Stores, 3rd floor, Mohatta Building, Palton Road, 
Bombay-400 001, between 10 a.m. & 1 p.m. on all working days except 
on Saturdays. Import licence will be provided only if the items are not 
available indigenously. Tenders will be received upto 3 p.m. on the due 
dates shown above and will be opened at 4 p.m. on the same day. The 
right is reserved to accept or reject lowest or any tendon in part or full 
without assigning any reasons. _ davp-645(357)/76 
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Company 

affairs 


TELCO 

Territorial restriction 
imposed by the Tata Engineer¬ 
ing and Locomotive Company 
Limited, Bombay, on its dealers 
not to sell bus and truck chassis 
manufactured by it outside 
their allocated territories does 
not come within the vice of 
restrictive trade practice under 
the Monopolies and Restrictive 
Trade Practices Act, 1969, the 
Supreme Court has ruled. 

Setting aside the order of 
the commission of July 25,1975 
in Telco’s case, the court, how¬ 
ever, made it clear that in a 
given case the sale of commo¬ 
dities being confined to a terri¬ 
tory may amount to a restric¬ 
tive trade practice but in view 
of the special features and facts 
and circumstances of the 
exclusive dealership agreement 
between Telco and its dealers, 
the territorial restriction impos¬ 
ed on the sellers not to sell 
vehicles outside their territories 
is not a restrictive trade 
practice under the Act. 

Not Prejudicial 

The court also held that the 
two terms of restriction on 
dealers, namely sale being con¬ 
fined within the allotted terri¬ 
tory and the other being con¬ 
fined to dealing in only Telco 
vehicles are not prejudicial to 
public interest. 

The commission, it said, 
found that the exclusive nature 
of dealership of being confined 
to Telco vehicles is not prejudi¬ 
cial to public interest. The 
territorial restriction is also in 
public interest and the commis¬ 
sion was In error in thinking 


that it is not so, the court 
further ruled. 

Allowing an appeal by Telco 
against the commission’s order, 
a division bench of the court, 
in its judgement also held that 
the territorial restriction impos¬ 
ed by Telco on dealers not to 
sell its products outside their 
territories also does not restrict 
competition. 

There cannot be said to be 
any prevention, distortion or 
restriction or competition in 
the territory in which a dealer 
operates, either between manu¬ 
facturers of the same type of 
vehicles or between dealers in 
these vehicles, it further held. 

IFFCO 

The Indian Farmers Ferti¬ 
liser Co-operative Limited 
(IFFCO), a pioneering venture 
of cooperatives in the field of 
fertiliser manufacturing, has 
adopted 109 villages, one in 
each district by undertaking a 
systematic promotional and 
educational programme for 
conveying the message of 
( modern agriculture’, to rural 
areas envisaged in the 20-point 
economic programme. 

The 109 villages adopted 
included 28 from UP, 14 each 
from Punjab and Rajasthan, 
11 each from Madhya Pradesh 
and Gujarat, nine from Tamil 
Nadu, eight from Haryana, 
seven from Karnataka, six from 
Andhra Pradesh and one from 
Maharashtra. The programme 
started with seven villages in 
1971-72 and has now spread to 
109 villages. 

The main objectives of the 
village adoption programme 


centre round the concept of 
integrated rural development so 
that socio-economic services 
are brought to the whole of the 
village population. It aims at 
a multipronged approach to 
rural reconstruction with 
increase in agricultural produc¬ 
tion as a focal-point of this 
programme with the small and 
marginal and agricultural 
labourers in the vanguard of 
this programme. 

Oriental Carbon 

Oriental Carbon, a company 
promoted by Phillips Carbon 
Black, is setting up a Rs 4.65 
crore project at Ghaziabad in 
Uttar Pradesh for manufactur¬ 
ing 9000 tonnes of carbon black 
per annum. The company has 
entered into a collaboration 
agreement with both Philipps 
Petroleum Co of USA and the 
promoters, Phillips Carbon 
Black. The company has 
appointed Duncan Brothers as 
its engineering consultants to 
carry out the detailed engineer¬ 
ing design and implement the 
project. The plant is scheduled 
to go on stream by July 1977. 
To raise part of the resources 
required for the implementa¬ 
tion of the project the company 
is expected to be in the capital 
market shortly. 

Sudarsan Trading Co 

The impressive progress 
made by Sudarsan Trading 
Company and its various units 
and subsidiaries were high¬ 
lighted by the chairman Mr 
D.C. Misra while addressing 
the annual general meeting of 
the company. It is gratifying 
to note that the company has 
once again earned during 1975- 
16 a handsome profit of 
Rs 14.13 lakhs after providing 
for operational expenses and 
depreciation. Considering that 
the company is comparatively 
young, the overall performance 
of the company is indeed com¬ 
mendable. This will be apparent 


from the working of its subsi¬ 
diaries and units during the 
year under review. 

Sudarsan Chits (India) Ltd 
had another year of remarkable 
success and spectacular achieve¬ 
ments. The overall performance 
of Hotel Sudarsan International 
has been entirely satisfactory. 
The hotel continues to eiyoy 
an excellent reputation for its 
service, cuisine and other 
amenities. Since the hotel 
industry in our country is in¬ 
extricably linked with tourism, 
covering foreign and indigenous 
fields, the development of 
tourism, based on a national 
coordinated plan, would 
undoubtedly provide important 
incentives for the expansion of 
and improvement in hoteliering. 

Substantial Interest 

Tourism has yet to deve¬ 
lop in the south and it will 
soon secure its rightful place on 
the tourist map of India. In 
anticipation of these develop¬ 
ments the company has taken 
steps to acquire substantial 
interests in the share capital of 
East West Hotel Ltd, 
Bangalore. This is being done 
with a view to convert it even¬ 
tually as a link in the Sudarsan 
International Chain. 

Although the sales of Sudar¬ 
san Clay Products recorded an 
increase of Rs 2 lakhs for the 
year ended March 31, 1976 the 
working results have not 
measured up to expectations. 
With the introduction of pro¬ 
hibition in the state of Tamil 
Nadu, Anchor Breweries was 
unable to utilise its capacity to 
the maximum extent. Therefore 
the possibility of diversifying 
the scope of its activities is 
being examined. The Feroke 
Tile Works is functioning on a 
lease arrangement in a satis¬ 
factory manner. The sales of 
Standard Furniture Company 
have shown a decline mainly 
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due to the fact that optimum 
could not be maintained as 
timber, the main raw material, 
was not available in adequate 
quantities. Meanwhile the 
company has started a new 
wood working unit in Madras 
to cater for the show rooms at 
Madras, Bangalore and Cochin 
which are at present marketing 
the various products of the 
company. Sudarsan Liners 
Ltd has been promoted as a 
fully owned subsidiary. The 
company commenced business 
by acquiring a cargo vessel 
"s.s. Sudarsan Shakti”. The 
vessel had already completed 
two fully laden voyages to the 
Gulf area. 

State Bank of India 

The end of the year 1976 
saw the State Bank of India 
cross the 4000-mark in two 
fields—deposits having ex¬ 
ceeded Rs 4000 crores and the 
number of branches to 4000. 
Under the prime minister's new 
economic programme, the bank 
disbursed Rs 110 crores to five 
lakh persons. The increase in 
aggregate deposits was twice 
as much as in 1975 both in 
absolute and percentage terms 
—from Rs 414 crores to Rs 934 
crores and from 15 to 30 per 
cent. 

As regards credit, total ad¬ 
vances stood at Rs 3,092 
crores, an increase of Rs 774 
crores. Food procurement ad¬ 
vances, which formed a size¬ 
able portion, went up by 
Rs 406 crores. A significant 
portion of the balance of the 
credit accretion was in priority 
sectors. 

In agriculture the number of 
farmers financed exceeded one 
million, outstanding loans 
rising to Rs 331 crores from 
Rs 241 crores. The growth in 
direct agricultural advances 
was Rs 80 crores. 

Backward districts too re¬ 
ceived special attention, 50 per 


cent of th agricultural loans 
given during the year having 
gone to them. Of the existing 
193 ADBs, 120 are in the 
backward districts. The bank 
sponsored five more regional 
rural banks, their number 
rising to six with 83 branches. 

Rise in Lending 

Outstanding loans to small 
scale industrial units showed a 
rise of Rs 50 crores, the num¬ 
ber of units financed going up 
by 23,000 to about 1,11,000. 
As regards small business 
units, the total outstandings 
rose by Rs 31 crores and the 
number of accounts by one 
lakh. The total outstanding 
loans in about 3,50,000 small 
industries and small business 
accounts stood at Rs 453 
crores, a special feature being 
the spectacular results achiev¬ 
ed in a very short time of 75 
days in the coverage of 13,000 
new units in Madras region 
to coincide with the 59th 
birthday of the prime minister. 
As regards advances to weaker 
sections of the society under 
the subsidised interest scheme, 
or DIR scheme, the total out¬ 
standings at Rs 19 crores 
showed a rise of Rs 11 crores, 
the number of accounts at 3.5 
lakhs being virtually doubled. 

The prime minister's new 
economic programme had come 
for special emphasis in the 
bank’s lending operations and 
special arrangements were 
made to monitor and coordi¬ 
nate the progress in financing 
schemes under the programme. 
Assistance provided in 1976 
was Rs 110 crores, taking the 
total to more thon Rs 300 
crores and the number of per¬ 
sons assisted to nine lakhs. 

In the field of innovative 
banking, which covered very 
backward and weaker sections 
of the communty, such as 
tribals, physically handicapped, 


slum dwellers, ex-prisoners 
and dacoits, artisans and 
craftsmen in rural areas, the 
total assistance stood at Rs 21 
crores, covering three lakh 
persons. 

In the field of international 
banking, the total valume of 
foreign exchange business 
handled was Rs 4,730 crores 
showing an increase of about 
Rs 900 crores. Export credit 
extended was Rs 212 crores. 
The bank’s offices abroad fared 
quite well and the total depo¬ 
sits mobilised by them increas¬ 
ed by Rs 170 crores to 
Rs 300 crores. Advances and 
other deployed funds rose 
by Rs 134 crores to Rs 
261 crores. As for merchant 
banking, the bank managed 
nine public issues for Rs 6 
crores and has on hand 43 
projects involving a capital 
outlay of over Rs 560 crores. 

As regards branch expansion, 
the State Bank's net work of 
offices increased to 4256. The 
expansion during the year was 
443 offices as against 419 
during 1975. Of the new 
offices, 223 or over 50 per cent 
were in rural areas. 

Citurgia Biochemicals 

Citurgia Biochemicals Limi¬ 
ted (Citurgia) has been promo¬ 
ted by John and E. Sturge Ltd, 
UK—one of the world’s lead¬ 
ing manufacturers of citric 
acid — the Bombay Dyeing 
& Manufacturing Co Ltd—a 
giant textile unit in the coun¬ 
try—and Sturdia Chemicals 
Ltd- manufacturers of pre¬ 
cipitated and activated grade 
of calcium carbonate. Cirturgia 
is offering to public 13,00,000 
equity shares of Rs 10 each 
for cash at par. The subscrip¬ 
tion list for this fully under¬ 
written issue opens on Feb¬ 
ruary 7, and close on February 
17 or earlier but not before 
February 10. 

The company holds an 


industrial licence to, manufac¬ 
ture 3,000 tonnes of citric 
acid per annum. The factory 
is being set up in the GIDC 
industrial area at Pandesara, 
near Surat. Citric acid will 
be manufactured by the deep 
fermentation process using 
sugarcane molasses. The 
technical know-how is being 
provided by John and E. Sturge 
Ltd, UK, which has been 
producing citric acid on a 
commercial scale for over a 
century. Sturge will take up 
Citurgia’s shares worth Rs 1.10 
crores out of which shares to 
the tune of Rs 1.04 crores 
have already been allotted as 
payment for imported plant 
and equipment. The cost of 
project is estimated at Rs 7.80 
crores. 

High Market Price 

Uptill now the country’s 
requirements of citric acid 
have been almost entirely met 
from imports. The pent-up 
demand for the product is 
reflected by the relatively high 
free market price. There is a 
good demand for citric acid in 
Asian countries which is at 
present being met by the citric 
acid plants located in Europe 
and noi ill America. 

Since the company’s plant 
will use sugarcane molasses 
as its main material, which 
is available in the country 
at a fraction of the cost 
of beet molasses used by the 
citric acid producers in western 
countries, the company expects 
to have a cost advantage 
over its competitors. This will 
help the company to sell its 
products at attractive prices 
both in domestic and overseas 
countries. The company, there¬ 
fore, does not envisage any 
difficulty in meeting the export 
obligation imposed by the 
government of exporting 25 
percent of its output during 
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the first five years of its opera¬ 
tions. . 

The implementation of the 
project has proceeded accor¬ 
ding to the schedule and trial 
runs are expected to commence 
by mid-1977. The factory is 
expected to start commercial 
production shortly thereafter. 
With the three well known 
promoters Sturge, Bombay 
Dyeing and Sturdia joining 
hands, the success of the pro¬ 
ject is reasonably assured. 

News and Notes 

The Monopolies and Restric¬ 
tive Trade Practices Commis¬ 
sion issued two notices of 
enquiry to Philips India Ltd. 
The first notice relates to agree¬ 
ment of Philips India Ltd with 
its authorised dealers for the 
sale and supply of its products 
known as ‘Inbelec Electronic 
Components’. The company 
manufactures and markets elec¬ 
tronics and radio components 
and other products. The notice 
alleges that the agreement con¬ 
tains terms and conditions 
which appear to relate to cer¬ 
tain restrictive trade prac¬ 
tices. 

The second notice of enquiry 
issued to Philips India Ltd is 
in respect of the company and 
its two distributors at Bombay 
and Calcutta respectively. The 
notice states that the agree¬ 
ments entered by the company 
with its main stockists/distri¬ 
butors for the sale and supply 
of its ‘Inbelec Electronic Com¬ 
ponents* contain ^terras and 
conditions which appear to 
relate to re-sale price main¬ 
tenance. The proceedings have 
been started to consider 
whether the alleged terms and 
conditions are restrictive in 
nature causing detriment to 
public interest. 

The Finlay group of textile 
UflmtN CCQNOMM 


mills—The Finlay Mills and the 
Gold Mohur Mills— have 
changed the pattern of produc¬ 
tion by diversifying into dyed, 
printed and other items includ¬ 
ing blended fabrics, against 
the predominance of white 
fabrics in the past. The re¬ 
search and development de¬ 
partment is endeavouring to 
develop certain unique items 
such as water magic designs, 
speckle prints, marble and 
abstract prints, soft and stiff 
organdie and dyed and printed 
fabrics of two different colours 
on two sides. 

New Issues 

Gramophone Company of 
India Ltd is offering 607,100 
equity shares of Rs 10 each for 
cash at a premium of Rs 8 
per share. Out of this 238,580 
shares have been reserved for 
offer as rights shares for subs¬ 
cription by those members of 
the company who are Indian 
nationals resident in India and 
whose names appear on the 
register of members of the 
company as on January 25, 
1977 in the proportion of one 
equity share for every two 
existing equity shares held. 
Besides 60,000 shares have 
been reserved for directors and 
employees of the company on 
condition that no person will 
be allotted more than 200 
shares. The remaining 308,520 
equity shares are now being 
.offered to the public for subs¬ 
cription. 

The company proposes to 
undertake the manufacture of 
pre-recorded cassettes and car¬ 
tridges for which it has obtain¬ 
ed a letter of intent, the capa¬ 
city being 12,00,000 numbers 
per annum. This new project 
is proposed to be implemented 
at Dum Dum in the state of 
West Bengal. The object of 
the present issue is to increase 
the participation of Indian 


nationals in the capital of the 
company from the present level 
of 40 per cent to 60 per 
cent. 

Capital and Bonus 
Issues 

Consent has been accorded 
to the following companies to 
raise fresh capital. The details 
are given below: 

Dhanalakshmi Mills Limited, 
Tirupur has been permitted to 
capitalise Rs 14.58 lakhs and 
issue bonus shares in the ratio 
of one share for four equity 
shares held. 

Birpara Tea Co Limited, 

Calcutta, has been allowed to 
capitalise Rs 64.38 lakhs and 
issue bonus shares in the ratio 


of one share for two equity 
shares held. 

Indian Dyestuff and Indus¬ 
tries Limited, has been accor¬ 
ded consent, to the issue of 
1.5 lakh equity shares of 
Rs 100 each at a premium of 
Rs 100 per share on right basis 
in the ratio of 1:3. The proceeds 
of the issue will be utilised as 
part finance for the company’s 
expansion programme. 

Modi Carpets Limited, Modi- 
nagar has been accorded con¬ 
sent to the issue of equity 
shares of Rs 200 lakhs for 
cash at par. The proceeds of 
the issue will be utilised as 
part finance for its factory 
being set up in Rae Bareli dis¬ 
trict to manufacture tufted 
carpets. 


Dividend 


(Per cent) 


Name of the Year ended Equity dividend 

company declared for 


Current Previous 
year year 


Higher Dividend 


Panyam Cements 

August 31,1976 

15.0 

12.0 

Saraswati Industrial 




Syndicate 

August 31, 1976 

15.0 

12.0 

Tractors India 

June 30,1976 

25.0 

17.0 

State Bank of Mysore 

Dec 31,1976 

11.0 

10.0 

Same Dividend 




Porrits and Spencer (Asia) 

Sept 30, 1976 

16.0 

16.0 

New City of Bombay 

Dec 31,1976 

6.0 

6.0 
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Sugar industry in India 


This paper was prepared by the Indian Institute of 
Foreign .Trade and presented to the Seminar for Commo¬ 
dity Outlook held in New Delhi on January 18-20,1977. 


Indian sugar industry occupies 
fourth place among the lead¬ 
ing sugar producing countries 
in the world 1 . It has 260 8 
installed factories, of which 104 
are in cooperative sector and 
the remaining in joint stock 
and public sectors. State-wise 
distribution of these factories 
is indicated in Table I. 


Capacity and Production 

Capacity and production of 
sugar between 1970-71 and 
1974-75 are given in Table IV 
and state-wise details are 
given in Table XII. 

Average Recovery and Crushing 
Season 

All-India average recovery 
of sugar and duration of crush- 


No of Factories 
Employment 
Investment 
Capacity 

Production : 

Average Recovery: 
Consumption 
Minimum Price 
(sugarcane) : 

issue Price 
(levy sugar) 

Excise duty 
Export 

Major Export 
Markets. 


Sugar Statistics 

260 (1975-76) 

2.5 lakh workers (Est) 

Rs 500 crorcs (Est) 

4.5 million tonnes (1974-75) 

4.8 million Tonnes(1974-75) 

9.9 per cent 

3.5 million Tonnes (1974-75) 

Rs 8.50 p^r quintal 

Rs 2.15 per Kg (1976-77) 

Lev/ sugar 15 per centand free sale sugar 45 percent 
966 Th. Tonnes (1975) 

USA, UK. Iran, Indonesia. Sudan, Egypt and 
Yemen 


In addition to the existing ing season are 9.90 per cent 
units, 98 factories are under and 140 days respectively, 
erection (81 in cooperative State-wise details during 1960- 
sector, one in joint stock and 61 and 1974-75 are given in 
16 in public sector). Table V. 


Sugarcane Area and Production 

While state-wise details 
between 1972-73 and 1974-75 
are given in Table X, and 
sugarcane area and production 
during the past five year arc 
given in Table II. 

Sugarcane Utilisation 

Sugarcane in India is used 
for the manufacture of white 
sugar, gur, khandsari, seed, 
feed and chewing. While 
details between 1960-61 and 
1974-75 appear in Table XI, 
data on utilisation of sugar for 
different purpose in India 
during the past five years are 
given in Table Ill. 


Sugar Consumption 

Consumption of sugar in 
India has risen from 2.1 million 
tonnes in 1960-61 to 3.9 million 
tonnes in 1974-75, recording 
an increase of85.7 percent. 
State-wise details available for 
the year 1973-74 are indicated 
in Table VI. 

Plan Target 

The fifth Plan production 
target for sugar is placed at 5.7 
million tonnes. To achieve 
this target, licensed capacity 
of the industry has been raised 
to seven million tonnes by 
establishment of new sugar 
factories in the cooperative 


RECORDS 

AND 

STATISTICS 

and public sectors as also by Expansion licences are issued 
effecting substantial expansions to sugar mills having very good 
of existing sugar factories. cane potential and where im- 

Licensfng Policy plemention of expansion is 

Since sugar has been com- P ossib,e with internal reserves 
manding a belter price in the and without recourse to cen- 
iinternational market, further ^ financing intsitutions. 
licensing in the industry over Incentives for New Factories 
and above its targetted capacity and Expansion Projects 
of seven million tonnes, has been In pursuance of the recom- >• 

permitted during the fifth Plan, mendations made by the 
In this context, new licences Sampath Committee which was 
would be issued only for public appointed in the context of 
sector projects backed by suffi- the steep rise in the cost, parti- 
cient provision in the annual cularly of plant and machinery, 
plans of the state governments, to consider what relief should 

Table I 

State-wise Distribution of Sugar Factories in India 


State 

Units in co¬ 
operative sector 

Units in 
joint stock 

Units in 
public sector 

Uttar Pradesh 

8 

62 

7 

Maharashtra 

46 

11 


Bihar 

2 

27 

1 

Andhra Pradesh 

9 

10 

2 

Karnataka 

9 

8 

2 

Tamil Nadu 

7 

10 


Others 

23 

13 

3 

Total 

104 

141 

15 

Source : Directorate of Sugar, Ministry of Agriculture and 

Irrigation, Krishi Bhavan, New Delhi. ’*** 


Table II 

Sugarcane Area, Production and Yield per Hectare 
During 1970-71 and 1974-75 


Aiea : 000 Hectares 

Prodn. : Million Tonnes 

Yield. : Tonnes per Hectare 


Year 

Area 

Production 

Yield 

1970-71 

2615 

126.4 

48.3 

1971-72 

2390 

113*6 

47.5 

1972-73 

2452 

124.9 

50.9 

1973-74 

2752 

140.8 

51.2 

1974-75 

2771 

140.2 

50.6 


Source : Directorate of Economics and Statistics, Ministry of 
Agriculture and Irrigation, Krishi Bhavan, New Delhi. 
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be given to newly licensed 
sugar factories to make them 
economically viable and to 
facilitate them in getting 
requisite loans from central 
financial institutions, the 
government decided to provide 
incentives to new sugar facto¬ 
ries and expansion projects 
partly by higher levy free sugar 
quota and partly by excise 
duty concessions. The scheme 
which came into force from 
November 1, 1975 is applicable 
to both new sugar factories 
and expansion units commenc¬ 
ing production during the 
period between November 1, 
1975 to Ocober 31, 1980. New 
units which commenced pro¬ 
duction between April 1, 1974 
and November 1, 1975 

would also be eligible to get 
the benefit of the scheme but 
limited to the balance of the 
five year period from the date 
of their commissioning. 
Minimum Prices 
The main objective for fixa¬ 
tion of the minimum prices of 
sugarcane is to ensure remu¬ 
nerative prices to the canc 
growers and to promote stabi¬ 
lity of production of sugar¬ 
cane. These prices are fixed 
having regard to various fac¬ 
tors, such as cost of inputs, 
remunerativeness of alternative 
crops general trend of prices, 
availability of sugar to con¬ 
sumer at a fair price, prices at 
which sugar produced from 
sugarcane is sold by producers 
of sugar and recovery of sugar 
from cane. While fixing the 
statutory price, besides the 
recommendations of the Agri¬ 
cultural Prices Commission, 
suggestions from the represen¬ 
tatives of sugar producing state 
governments, views of sugar 
industry and cane growers are 
also taken into consideration. 
The prices are linked to a 
given recovery percentage and 
minimum is payable on higher 
percentage of recovery. While 


details between 1968-69 and 
1976-77 appear in Table VIII, 
the minimum price for sugar 
cane—w.e.f. October 1, 1975— 
is Rs 8.50 per quintal for a 
basic recovery of 8.5 per cent 
or below subject to a premium 
of 10 paise for every 0.1 per 
cent recovery above 8.5 per 
cent. 

Distribution Policy 
Under the Essential Com¬ 
modities Act 1955, the govern¬ 
ment of India has divided the 
entire production of sugar in 
two segments. One levy sugar 
(for distribution through fair 
price shops) and the other free 
sale sugar. The distribution 
ratio of sugar in these two 
parts for the season 1976-77 
is 65:35 4 . (65 levy for sugar 
and 35 for free sale sugar). 

Levy Price 

The prices of levy sugar is 
generally fixed at the commen¬ 
cement of season after taking 
into account the legitimate cost 
escalations. Under the Sugar 
(Price Determination) Order 
1974, the government has 
revised the ex-factory price of 
1SS grade of sugar (per quin¬ 
tal, exclusive of excise duty) 
as under: 

Punjab Rs 215.60; Har¬ 
yana Rs 170.58; Rajasthan 
Rs 199.99; West UP 

Rs 164.64; Central UP 

Rs 169.00; East UP 

Rs 203.76; North Bihar 
Rs 218.09; South Bihar 
Rs 275.45; Gujarat 
Rs 170.80; Madhya 
Pradesh Rs 181.51; Maha¬ 
rashtra Rs 156.41; Karna¬ 
taka Rs 174.30; Andhra 
Pradesh Rs 142.81; Tamil 
Nadu and Pondiche ry 
Rs 179.08; Assam, Naga¬ 
land, Orissa and West 
Bengal Rs 219.83; Kerala 
and Goa Rs 225.30. 

The issue price of levy sugar 
which was Rs 2.00 per kg 
in October 1972 has been rais¬ 


ed to Rs 2.15 per kg (from With the introduction of the 1 
Decemberr 1972 as consequence policy of partial control withj 
of rise in ex-factory price of effect from July 1, 1972, the]J 
sugar. excise duty on levy sugar is 

Excise Duty calculated on the basis of levy 

Excise duty on sagar is ex-factory prices fixed for 
charged at the ad-valoram rate, different zones while on free 
Table III 


All-India Utilisation of Sugarcane for Different Purposes 



Between 1970-71 and 1974-75 

(Percentages) 

Year 

Production of 
white sugar 

Seed, feed and 
chewing etc. 

Gur and 
khandsari 

1970-71 

30.2 

12.0 

57.8 

1971-72 

27.3 

11.9 

60.8 

1972-73 

32.4 

12.0 

55.6 

1973-74 

30.0 

11.9 

58.1 

1974-75 

34.5 

11.9 

53.6 

Source : 

Directorate of Sugar, 

Ministry of 

Agriculture and 


Irrigation, Krishi Bhavan, New Delhi. 
Table IV 


Capacity and Production of Sugar Between 1970-71 and 1974-75 

(Million tonnes) 


Year 

Capacity 

Production 

1970-71 

3.7 

3.7 (100) 

1971-72 

3.9 

3.1 (79 ) 

1972-73 

4.1 

3.9 (95 ) 

1973-74 

4.3 

3.9 ( 91) 

1974-75 

4.5 

4.8 3 (107) 


Note : Figures in bracket show percentage capacity utilisation. 
Source : Directorate of Sugar, Ministry of Agriculture and 
Irrigation, Krishi Bhavan, New Delhi. 

Table V 

State-wise Average Recovery of Sugar and Duration 
of Crushing Season During 1960-61 and 1974-75 

[Crushing season=Days 
Recovery : Percentage] 

State 1960-61 1974-75 



Season 

Recovery 

Season 

Recovery 

Uttar Pradesh 

175 

9.53 

146 

9.43 

Haryana 

160 

9.01 

201 

8.97 

Maharashtra 

166 

11.64 

167 

11.17 

Karnataka 

180 

10.14 

140 

10.78 

Pondicherry 

284 

7.23 

195 

8.87 

Andhra Pradesh 

147 

9.46 

125 

10.08 

Gujarat 

142 

10.75 

134 

10.22 

Madhya Pradesh 

114 

9 25 

146 

8.76 

Tamil Nadu 

201 

9.01 

161 

8.46 

All-India 

166 

9.74 

139 

9.90 


Source : Directorate of Sugar, Ministry of Agriculture and 
Irrigation, Krishi Bhavan, New Delhi. 
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saic sugar on tariff value fixed 
for the purpose. The existing 
rates of excise duty on levy 
sugar and free sale sugar are 
15 per cent(w.e.f. August 3, 
1976) and 45 per cent (w.e.f. 
March 1, 1975). The rate of 
tariff value (per quintal) of 
free sale sugar is Rs 310.00 
per quintal (w.e.f. July 1,1976), 
Details of tariff values for the 
purpose of assessment of excise 
duty on free sale sugar bet¬ 
ween July 1, 1972 and July 1, 
1976 are given in Table IX. 
Export Policy 

Till March 1974, sales for 
exports were made by the go¬ 
vernment of India in the minis¬ 
try of Agriculture (Department 
of Food). Since April 1974, 
exports of sugar have been 
canalised through the State 
Trading Corporation (STC) 
subject to allocations fixed. 
Due to favourable interna¬ 
tional prices for sugar since 
early 1974, the government 
also decided to step up export 
both out of levy sugar as well 
as from free sale sugar 6 . The 
price 6 of free sale sugar pur¬ 
chased for exports by the STC 
from sugar factories is fixed by 
negotiations with the two sugar 
industry associations, namely. 
National Federation of Co¬ 
operative Sugar Factories Ltd 


(representing cooperative sec¬ 
tor) and Indian Sugar Mills 
Association (representing joint 
stock and public sector). 

Exports from India 

Data indicating exports of 
sugar from India between 1971 
and 1975 are given in Table 
VII. While country wise ex¬ 
ports appear in in Tabic XIII. 

References 

». The first three sugar producing 
countries in the word are Brazil (6.5 
million tonnes), USA (5.9 million 
tonnes) and Cuba (5.5 million 
tennes). India’s production amounts 
to 5.3 million tonnes (Data relate to 
1975 as given in Monthly Bulletin 
of Agricultural Economics and 
Statistics, FAO, Rome, Vol. 25, 
January, 1976). 

Table VII 

Export of Sugar from India 
Between 1971 and 1975 


Qty : ’000 Tonnes 
Val : Rs crorcs 


Year 

Exports 

Qty 

Val 

1971 

331.7 

31.51 

1972 

98.8 

12.52 

1973 

248.9 

42.21 

1974 

443.4 

204.43 

1975 

966.1 

439.99 


Source : Directorate of Sugar, 
Krishi Bhavan, New 
Delhi. 


Table VI 


State-wise Consumption of Sugar in India (Th. tonnes) 


State 

1960-61 (%) 

1974-75 (%) 

Maharashtra 

360.1 (17.4) 

581.2 (16.7) ~ 

Gujarat 

207.9 (10.0) 

292.4 (8.4) 

Uttar Pradesh 

224.1 (10.8) 

498.3 (14.3) 

Punjab 

152.3 (7.3) 

210.8 (6.1) 

West Bengal 

225.5 (10.9) 

218.3 (6.3) 

Tamil Nadu 

128.9 (6.2) 

207.9 (6.0) 

Bihar 

134.0 (6.5) 

185.6 (5.3) 

Rajasthan 

61.0 (2.9) 

160.0 (4.6) 

Madhya Pradesh 

136.5 (6.6) 

178.3 (5.1) 

Karnataka 

93.1 (4.5) 

170.1 (4.9) 

Andhra Pradesh 

96.4 (4.6) 

173.1 (5.0) 

Others 

255.5 (12.3) 

600.3 (17.3) 

Total 

2073.5 (100.00) 

3476.3(100.00) 


Source: Directorate of Sugar, Ministry of Agriculture and 
Irrigation, Krishi Bhavan, New Delhi. 


* Of the 260 sugar factories, and 70:30 in earlier years, it remains 
8 were closed during 1975-76. unchanged since 1974-75. 

•.Cooperative Sector accounts 5 . Prior to 1973-74, exports were 
for 44 per cent of the total produc- only from the levy sugar, 
t ion of sugar. •. Excise duty is not charged for 

4 . Although this ratio was 66:40 exports. 

Table VIII 

Minimum Prices of Sugarcane between 1968-69 and 1976-77 

Years Minimum prices of Basic Premium for every 
sugarcane recovery increase of 0.1 

(Rs per quintal) level (%) above basic recovery 

_level (paise) 


1968-69 

7.37 

9.4 

5.36 

1969-70 

7.37 

9.4 

5.36 

1970-71 

7.37 

9.4 

6.60 

1971-72 

7.37 

9.4 

6.60 

1972-73 

8.00 

8.5 

9.40 

1973-74 

8.00 

8.5 

9.40 

1974-75 

8.50 

8.5 

10.00 

1975-76 

8.50 

8.5 

10.00 

1976-77 

8.50 

8.5 

10.00 

Source : 

Ministry of Agriculture and Irrigation, 

, Krishi Bhavan, 

New Delhi. 




Table IX 



Tariff Values for Assessment of Excise Duty 


Between July 1 

, 1972 to July 1, 1976 

Effective 

Tariff value 

Rate of Excise 

Excise Duty 

from 

(Rs per quintal) 

Duty (ad-valoram) (Rs per quintal) 



(per cent) 


1.7.72 

210.00 

30 

63.00 

1.9.72 

235.00 

30 

70.50 

1.12.72 

275.00 

30 

82.50 

1.4.73 

265.00 

30 

79.50 

1,5.73 

255.00 

30 

76.00 

1.6.73 

260.00 

30 

78.00 

1.7.73 

270.00 

30 

81.00 

1.10.73 

265.00 

30 

79.50 

11.11.73 

260.00 

30 

78.00 

5.12.73 

260.00 

37.5 

97.50 

1.6.74 

290.00 

37.5 

108.75 

1.7.74 

285.00 

37.5 

106.87 

. 1.8.74 

290.00 

37.5 

108.75 

1.9.74 

305.00 

37.5 

114.37 

1.10.74 

320.00 

37.5 

120.00 

1.11.74 

350.00 

37.5 

131.25 

1.12.74 

360.00 

37.5 

135.00 

1.2.75 

345.00 

37.5 

129.57 

1.3.75 

330.00 

45.00 

148.50 

1.4.75 

310.00 

45.00 

139.50 

1.6.75 

320.00 

45.00 

144.00 

1X.75 

305.00 

45.00 

137.25 

1.11.75 

310.00 

45.00 

139.50 

1.12.75 

300.00 

45.00 

135X0 

1.2.76 

295.00 

45.00 

132.75 

1.5.76 

300.00 

45.00 

135.00 

1.7.76 

310.00 

45.00 

139.50 

Source : 

Ministry of Agriculture and Irrigation, Krishi Bhaysm, 


New Delhi. 
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Tablb X 

State-wise Sugarcane Area and Production in India Between 1972-73 and 1974-75 








(Area : '000 Hectares Prod ; 

'000 Tonnes) 




1972-73 


1973-74 

1974-75 

State 


Area 

Prod. 


Area 

Prod. 

Area 

Prod. 

Andhra Pradesh 

134.3 

9917.0 


143.6 

10907* 1 

151.2 

11478.9 

Assam 


34.3 

1310.7 


39 2 

1583.6 

41.9 

1607.7 

Bihar 


134.3 

4753.2 


138.8 

5157.1 

140*7 

5568.2 

Delhi 


1.0 

5.7 


1.2 

6.4 

0.9 

5.1 

Gujarat 


38.2 

1801.1 


44.4 

2227.1 

40.8 

1999.2 

Haryana 


136.0 

6000.0 


149.7 

5930.0 

162.0 

5950.0 

Himachal Pradesh 

3.7 

46.3 


3.4 

47.6 

3.8 

52.6 

Jammu and Kashmir 

1.3 

15.3 


1.1 

13.5 

1.1 

27.8 

Kerala 


7.8 

400.2 


9.5 

513.5 

9.5 

539.1 

Karnataka 


104.2 

8458.3 


109.6 

8562.7 

117.3 

8416.3 

Madhya Pradesh 

51.9 

1370.0 


56.9 

1518.0 

50.7 

1533.0 

Maharashtra 


146.0 

11917.7 


164.6 

19943.0 

191.8 

17731.8 

Manipur 


— 



1.1 

37.0 

0.7 

25.7 

Meghalaya 


0.2 

7.0 


0.2 

7.0 

0.2 

7.1 

Mizoram 


0.9 

30.2 


1.5 

113.7 

1.5 

42.5 

Nagaland 


1.4 

39.2 


1.4 

50.0 

2.0 

60.0 

Orissa 


30.7 

2001.5 


41.0 

2406.3 

44.0 

2650.0 

Punjab 


102.5 

4690.0 


110.3 

5320.0 

123.0 

6150.0 

Goa, Daman and Diu 

0.8 

50.0 


0.9 

66.0 

1.0 

50.0 

Pondicherry 


1.6 

152.0 


1.8 

184.5 

1.9 

205.5 

Rajasthan 


34.0 

1352.2 


40.2 

1946.1 

53.3 

2170.9 

Tamil Nadu 


143.9 

12112.7 


186.2 

18297.7 

155.7 

12737.0 

Tripura 


2.1 

65.4 


2.0 

67.1 

2.2 

86.0 

Uttar Pradesh 


1308.0 

56727.3 


1472.7 

60772.7 

1447.0 

49429.3 

West Bengal 


32.5 

1643.7 


30.8 

1626.8 

29.0 

1682.3 

All-India 


2451.6 

124866.7 


2752.1 

140304.5 

2771.2 

140196.0 




Source : Directorate of Economics and Statistics, Krishi Bhavan, 

New Delhi. 





Tablb XI 





All-India Utilisation of Sugarcane for Different Purposes Between 1960-71 and 1974-75 



Production 


Cane used for 

’000 tonnes 

Percentage of sugarcane production utilised for 



















Years 

(’000 tonnes 


Production 

Seed feed 

Gur and 

Production 

Seed feed 

Gur and 



of white sugar and chewing etc. khandsari 

of white sugar & chewing etc. khandsari 

1960-61 

110,001 


31,021 

13,620 

65,360 

28.2 

12.5 

59.4 

1961-62 

103,967 


27,946 

12,743 

63,278 

26.9 

12.2 

60.9 

1962-63 

91,913 


20,799 

11,157 

59,957 

22.6 

12.1 

65.3 

1963-64 

104,225 


25,716 

12,535 

65,974 

24.7 

12.0 

63.3 

1964-65 

121,909 


33,454 

14,539 

73,916 

27.4 

11.9 

60.7 

1965-66 

123,990 


36,512 

14,606 

72,872 

29.4 

11.8 

58.8 

1966-67 

92,826 


21,637 

11,094 

60,095 

23.3 

12.0 

64.7 

1967-68 

95,500 


22,638 

11,234 

61,628 

23.7 

11.8 

64.5 

1968-69 

124,676 


37,699 

14,734 

72,243 

30.2 

11.8 

57.9 

1969-70 

135,024 


45,701 

16,291 

73,032 

33.9 

12.1 

54.0 

1970-71 

126,368 


38,199 

15,179 

72,990 

30.2 

12.0 

57.8 

1971-72 

113,570 


31,011 

13,518 

69.041 

27.3 

11.9 

60.8 

1972-73 

124,867 


40,405 

15,002 

69,460 

32.4 

12.0 

55X5 

1973-74 

140,804* 


42,268 

16,815 

81,725 

30.0 

11.9 

58.1 

l974-75@ 

140,164+ 

48,421 

16,999 

75,076 

34.5 

11.9 

53.6 


♦Partially revised estimate @ Provisional + Financial estimate. 

Source : (i) National Cooperative Sugar Factories Ltd, New Delhi. Cooperative Sugar Directory and Yearbook, 1975. 


(ii) Directorate of Sugar, Ministry of Agrkhilture and Irrigation, Krishi Bhavan, New Delhi. 
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Table XII 

State-wise Installed Capacity and Production of Sugar in India Between 1972-73 and 1974-75 (Lakh tonnes) 



1972-73 

1973-74 

1974-75 


Installed capacity 

Production Installed capacity 

Production 

Installed capacity 

Production 

Andhra Pradesh 

2.96 

2.55 

i 3.03 

2.83 

3.27 

3.97 

Assam . 

0.05 

0.04 

0.05 

0.06 

0.05 

0.07 

Bihar 

3.39 

2.16 

3.39 

2.23 

3.39 

2.12 

Goa 

— 

— 

0.20 

0.01 

0.20 

0.04 

Gujarat 

2.03 

J.42 

2.03 

1.76 

2.22 

1.61 

Haryana 

0.67 

0.91 

0.67 

0.94 

0.67 

1.14 

Kerala 

0.22 

0.21 

0.22 

0.26 

0.22 

0.19 

Karnataka 

2.89 

2.86 

3.30 

2.84 

3.65 

3.38 

Madhya Pradesh 

0.43 

0.28 

0.43 

0.29 

0.43 

0.57 

Maharashtra 

11.42 

10.73 

11.85 

9.55 

12.71 

15.15 

Nagaland 

0.12 

Negl. 

0.12 

0.02 

0.12 

0.03 

Orissa 

0.12 

0.05 

0.22 

0.09 

0.22 

0.13 

Punjab 

0.55 

0.42 

0.55 

0.67 

0.55 

0.77 

Pondichery 

0.19 

0.19 

► 0.19 

0.26 

0.19 

0.24 

Rajasthan 

0.22 

0.15 

0.22 

0.22 

0.22 

0.30 

Tamil Nadu 

3.32 

3.33 

3.52 

4.43 

3.80 

3.85 

Uttar Pradesh 

12.69 

13.39 

» 12.92 

12.96 

12.92 

14.31 

West Bengal 

{0.15 

0.04 

0.15 

0.06 

0.15 

0.10 

All-India 

41.42 

38.73 

1 43.06 

39.48 

44.98 

47.97 




Source : Directorate of Sugar, Krishi Bhavan, 

New Delhi. 




Table XIII 





Country-wise Exports of Sugar from India Between 1971 and 1975 

(Tonnes) 

Country 

1971 

1972 

1973 

1974 

1975 

USA 

71,273 

. 73,427 

71,800 

73,732 

1,64,425 

Canada 

92,997 

— 

— 

— 

— 

UK 

31,125* 

25,400 

25,400 

25,400 

35,100 

Malaysia and Singapore 

29,870 

— 

3,600 

— 

— 

S. Vietnam 

29,161 

— 

— 

— 

— 

Sri Lanka 

60,102 

— 

— 

20,808 

. 9,910 

Afghanisian 


— 

— 

— 

— 

10,000 

Tunisia 


— 

— 

— 

— 

11,400 

Aden/Mukalla 


— 

— 

21,150** 

22,453 

12,100 

Hungary 


— 

— 

— 

— 

11,550 

Quatar 


— 

— 

— 

— 

1.500 

Indonesia 


— 

— 

87,363*** 

33,500 

44,549 

Iran 


— 

— 

20,650 

1,30,531 

3,83,874 

Sudan 


— 

— 

— 

65,840 

77,758 

Morocco 


— 

— 

— 

22,500 

— 

Jordan 


— 

— 

— 

23,100 

9,082 

Egypt 


— 

— 

— 

11,550 

1,69,698 

Yemen 


— 

— 

— 

11,550 

22,050 

Maldivc 


— 

#- 

— 

1,400 

400 

Bangla Desh 


— 

— 

18,900 

— 

— 

Nepal 


— 

— 


— 

2,671 

Others 

17,210 

— 

— 

— 

— 

Total 

3.31,738 

98,827 

2,48,363 

4,43,364 

9,66,067 


* This includes 5724.4677 M tons of 1970 NPQ which was shipped. •* 13,150 M tons shipped in January, 1974. 
*** 40,670 M tons shipped in January, 1974. 
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Battle lines 

The true issue in this election was never in doubt. Nevertheless citizens of this 
country should be grateful to Mr Jagjivan Ram for the sharp definition he has given 
to the forthcoming battle of the ballot box. He has pointed out with the utmost 
clarity that the functioning of the prime minister and the ruling party in the period 
starting with the proclamation of the internal emergency has been increasingly 
authoritarian. The emergency itself was proclaimed on the false pretext of a threat 
to internal security, political stability and the public peace. Although Mr Jagjivan 
Ram does not say this, he has already indicated that, as a member of the central 
government, he has reason to believe that the situation created by the proclamation 
of the emergency has been exploited by the dominant element or elements in the 
ruling party for their personal or partisan advantage. 

During a period of some 19 months eminent political leaders and public men, 
some of them veterans of the freedom struggle, grown grey in the service of the 
nation and many of them dedicated workers for political and public causes, were 
taken into custody and kept under detention without trial by arbitrary executive 
action barely clothed in legality. During this period, again, the Fundamental Rights 
guaranteed to the people under the original constitution of the Republic were un¬ 
scrupulously distorted or diluted, civil liberties suspended or suppressed, the press 
suborned or subjugated, the judiciary intimidated or interfered with, parliament itself 
pressurised or played upon to enact legislation emasculating its own authority and 
finally the apparatus of the administration disgracefully dedicated to the service of 
extra-constitutional centres of power. 

Immediately after Mr Jagjivan Ram had announced his resignation from the 
central government and the ruling party, he was asked by newsmen and others why 
his conscience had been so slow to be aroused by all this iniquity. It was no doubt 
an obvious question to ask, but it was nevertheless an unfair one. The minister, 
surely, could not have given an adequate explanation without divulging cabinet discus¬ 
sions or secrets. In the circumstances the best he could do was to suggest that he had 
not always been a silent witness to what had been going on whether in the government 
or in the party. It was put to him why he had not come out into the open earlier 
against the powers-that-be, but it is surely easy to imagine what could have happened 
if he had done so. He too would have been promptly put behind the bars and 
rendered a non-person for the duration. It is reasonable to doubt that this would 
have advanced his own purpose or the country's cause. It would have been a different 
matter had he, along with at least a few more stalwarts in the organisation, raised the 
voice of protest or dissent against the dominant leadership during those fateful days 
immediately preceding the proclamation of the emergency. That he failed to do so 
was part of the national misfortune. In any case he is now being made to pay the 
price for this lapse in his duty to his countrymen by being called a defector or betrayer 
by those very people who had profited earlier by his error of judgement or faltering of 
moral courage. His consolation must be that this tirade against him is in itself 
sufficient to underline his indictment of the autocratic nature of the leadership in the 
central government and the ruling party. 

It is this authoritarianism which is the main issue in this election. The question 
every voter should put to himself is whether he really wants this country to be ruled 
in the manner it has been in the period immediately preceding the proclamation of the 
emergency and since. Every voter should; but every voter will not. It is a fact that 
the majority of our countrymen is poor and illiterate. Again, although this country 
has been independent for 30 years, the political education of this majority has been 
woefully inadequate because of the personality cult that has been encouraged in our 
polities with varying degrees of intensity during all these years. It is therefore 
unrealistic to expect that a majority of the electorate would comprehend or respond 



constructively to this issue of the philo¬ 
sophy or style of government in a demo¬ 
cracy. It follows that the ruling party is 
most likely to be returned to power with a 
considerable majority in the new Lok 
Sabha. It follows also that this verdict in 
their favour will be exploited by the powers- 
that-be to project at home and abroad a 
claim that their concept of morality in 
government and public life has been vin¬ 
dicated by the vote of the people at a 
general election. It is all the more 
necessary therefore that the opposition 
should make a giant endeavour to appeal 
successfully to as large a part of the 
electorate as possible to apply its mind 
to the central issue of this election which 
is the authoritarianism of the leadership 
in the ruling party so that a substantial 
number of voters may be persuaded or 
enabled to deliver an informed and res¬ 
ponsible judgement on the way this 
country has been ruled or misruled through 
the instrument of emergency. 

concentration on basic rights 

Party manifestoes and electioneering 
will inevitably roam over a wide range of 
debating points and the ruling party will 
try to confuse the issue by making claims, 
justified or unjustified, of big performance 
on the economic and social fronts. The 
opposition should be on guard against 
being sidetracked into an argumentative 
wilderness by these tactics. While it 
should not fail to emphasise over and 
over again that it is clearly possible for 
a government to achieve economic and 
social progress without violating the 
elementary decencies or requirements of 
a civilised democratic political system, it 
ought to try continuously and constantly 
to keep the attention of the people focus¬ 
sed on what the results of this election 
could mean to their basic rights as citizens. 
The opposition will certainly have to 
devote some of its energies to refuting 
allegations ofcommunalism or reactionary 
thinking in economic and social matters, 
whenever or wherever they are used as 
grist to the mill of the ruling party’s 
election campaign. At the same time it 
should not allow secularism or economic 
progressivism to become unduly important 
talking points in its nation-wide debate 
with the ruling party. In historic terms 
our country has reached a point where 


no political party has an alternative to 
being secular and progressive. It applies 
without exception to all political parties 
that they can hope to have a credible 
presence in public life only if their loya- 
ties clearly cease to be sectoral or 
sectional in this land of many religions, 
cultures and social and economic cate¬ 
gories. Even an authoritarian regime, 
however strong individual or group in¬ 


terests may be among its leadership, will 
still have to act or seem to act on the 
national scene as a party for all the 
people and for all seasons. Consequently, 
the opposition should in its own interest 
and in the interest of the country, set its 
sights firmly on the battle lines as defined 
by the central issue of authoritarianism 
which is virtually the only basic issue be¬ 
fore the electorate here and now. 


Financial ratios 


For more than two decades, the Depart¬ 
ment of Statistics of the Reserve Bank of 
India has been engaged in the analysis 
of annual audited accounts of selected 
medium and large limited companies. 
The earlier studies had covered relatively 
small samples of companies but later on, 
the coverage steadily grew in size to 
reach 1650 medium and large public 
limited companies and 1001 medium and 
large private limited companies. Surely, 
the mass of data collected and analysed 
has grown enormously in dimensions but 
its utility is marred by the long time lag. 
For instance, the latest year for which 
data relating to companies are available 
is 1974-75 which means that the policy¬ 
makers who may like to make use of it 
for 1977-78 and later years will have to 
fall back upon information relating to the 
pre-emergency period. The changes which 
have come about as a result of 19 months 
of emergency will not be reflected in the 
available studies. To that extent, the 
framers of policy will be handicapped. It 
is suggested that high-power computers 
should be pressed into service so as to 
make the most recent financial trends 
available to the researchers as well as the 
policy-makers. 

Another limitation in regard to these 
studies is the secrecy maintained in legard 
to the composition of the companies 
covered. For example, in- the case of 
public limited companies numbering 1650 
and private limited companies totalling 
1001, the samples for sugar com¬ 
panies are 70 and 17 respectively. Out of 
260 sugar companies, these samples are 
no doubt sufficiently large. However* 
unless the names of the sugar companies 


are known—this information has been 
withheld by the Reserve Bank so far—it 
is not possible to determine how represen¬ 
tative the samples are. Also, no institu¬ 
tion can claim infallibility in regard to 
computations. If the composition of the 
sample is made known, it will be possible 
for the particular industries or the research 
institutions to point out any errors which 
might have crept in. In fact, the Reserve 
Bank could get its data freely cross-check¬ 
ed in this way. For some unknown rea¬ 
sons, the Reserve Bank has failed to pub¬ 
licise this information and get this service 
free of any cost. In the meantime, the 
data are being used without any re-check 
or scrutiny for framing policies which 
have a close bearing on the working of 
the various industries. 

The study group to frame guidelines 
for follow-up of bank credit—popularly 
known as the Tandon committee since it 
was chaired by Mr Prakash Tandon, the 
then chairman of the Punjab National 
Bank—relied upon the Reserve Bank 
company finance data in arriving at 
norms for inventory and receivables. It 
not only was guided by these statistics 
but also asked the Reserve Bank to up¬ 
date them and calculate the median and 
quartile values of different financial and 
other ratios. In deference to the wishes of 
the Tandon committee, the Reserve Bank 
has published a separate volume* incor¬ 
porating all the available information 
about the corporate sector covering pri¬ 
vate and public limited companies. 

Since the financial ratios have been 

•"Selected Financial and Other Ratios, Private 
Corporate Sector in 1973-74 and 1974-75**; 
published bf the Reserve Bank of India; 
November 29,1976. 
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attempted in seven size groups in the case 
of public limited companies and six size 
groups for private limited companies, the 
sub-samples in some cases are expected 
to be small making generalisations 
well-nigh impossible. Hence, the Reserve 
Bank data will need to be used with some 
caution. In fact, the Bank itself has poin¬ 
ted out three limitations from which the 
figures suffered in addition to the ones 
listed above. First, the companies studied 
do not follow a uniform accounting year. 
Therefore, the data for 1973-74 represent 
annual accounts closed from April 1, 
1973 to March 31, 1974. Second, the data 
for industry as a whole are a poor indica¬ 
tion for the requirements of particular 
units. Third, the industrial classification 
is based on the predominant activity (more 
than 50 per cent) of a company. 

useful information 

To state all this is not to deny the uti¬ 
lity of the information gathered by the 
Reserve Bank. Undoubtedly, it is better 
to have some data—-however faulty—in¬ 
stead of having none whatsoever. As over 
the years, Reserve Bank has standardised 
the definitions of technical terms and the 
coverage of the studies, it is expected that 
it will devote more time and attention to re¬ 
fining the data and blunting the objections 
raised from various forums in this regard. 

While the Reserve Bank has set out 
data in raw form, it is for the researcher 
to analyse and test some of the well-known 
theories and concepts in business manage- 

Table I 

Capital Efficiency in Public Limited 
Companies 

(Net sales to total net assets) 

(In percentage terms) 


Size of paid-up 
capital 
(Rs lakhs) 

1973-74 

1974-75 

5-10 

13*5 

136.8 

10-25 

139.9 

152.7 

25-50 

128.5 

140.3 

50-100 

111.8 

117.5 

100-200 

114.1 

118.7 

200-500 

99.9 

109.5 

500 and above 

91.7 

99.0 


ment. For example, one of the measures 
for the assessment of capital efficiency is 
“net sales to total net assets”. What 
happens to this ratio when the size of the 
company increases in terms of paid-up 
capital? The data for 1973-74 and 1974-75 
confirm the thesis that this ratio tends to 
decline with increase in the size of the 
firm (see Table I). In 1973-74, it 
dropped from 136.5 per cent for the smal¬ 
lest group of companies to 91.7 per cent 
for the largest group of companies. Simi¬ 
larly, the corresponding fall in 1974-75 
was from 136,8 per cent to 99.0 per cent. 
The conclusion is irresistible that the 
efficiency of capital tends to fall with in¬ 
crease in the size of the firm. 

Another interesting relationship thrown 
up by this study was the profitability in 
public and private limited companies. As 
a rule, profitability in 1974-75 (Table II) 
in private limited companies tended 
to be lower than that of public limited 
companies though there were exceptions 
such as the tea plantations. It was indeed 
fascinating to find out why it was so? 
Did it have something to do with the 
size of the average private limited com¬ 
pany which tended to be lower than that 
of a public limited company? The ques¬ 
tion needed to be investigated further 


to arrive at meaningful conclusions. 

All in all, the Reserve Bank has made a 
valuable contribution by making available 
all this data relating to the corporate 
sector. It was now for the research teams 
associated with the universities to delve 
deep into it and impart meaning to cold 
and lifeless statistics. 

Table II 


Operating Profits Plus Interest to Net 
Sales in 1974 

(In percentage terms) 



Public limited 
companies 

Private 

limited 

companies 

All Industries 

11.4 

7.0 


(1650) 

(1001) 

Tea plantations 

14.6 

17.5 


(127) 

(23) 

Sugar 

8.5 

1.2 


(70) 

(17) 

Cotton textiles 

7.5 

6.1 

Paper and paper 

(24?) 

(52) 

boards 

24.5 

13.6 


(36) 

(11) 

Pharmaceuticals 

12.9 

6.3 


(50) 

(20) 


2aitetn 


£conomiit 30 year* 

FEB. 14, 1947 



Inflation is the main real cause of the chaos 
in productive activity that we are witnessing now. 
Nothing in the whole price structure compares 
to the inflationary rises in the prices of industrial 
raw materials. Raw jute (First mills), for 
example, which ruled at Rs 79 a bale of 400 lbs. 
in the first week of January 1946 rose to Rs 166 
in the corresponding period for 1947 and rose 
further to Rs 175 on January 24. Jute manufac¬ 
tures, which in their turn enter the cost of 
other industrial products as packing materials, 
etc., also rose considerably but much less than 
raw jute. Jute bags, Calcutta (B twills 2| lbs. 
44x261",6-8" per 100 bags) which were selling 
at Rs 62-4-0 in the first week of January 1946 
rose to Rs 108-8-0 for the corresponding period 
of 1947 and further stilt to Rs 110-8-0 on 
24th Jan. 1947. Jute cloth, Calcutta (hessian 
80z ( 40" 9x10 per 100 yds.) was quoted at 
Rs 21-4, Rs 40-4 and Rs 41.12, Hessian cloth 
(10* oz. 40*, 11x12 per 100 yds.) ruled at 


Rs 29,49-4 and 50-8 for corresponding dates. 
On account of these increases in the price of jute 
manufactures the cement interests are threaten¬ 
ing similar increases in the price of cement, for 
which packing material is a heavy element in 
cost of transport. The oilseeds market has 
become a regular racket. The Hyderabad Deccan 
and Madras Governments have failed to imple¬ 
ment the recommendations of the All-India 
Oilseeds Conference of September 1946. The 
Government of India have introduced control 
from Jan. 1, 1947, but that is about the middle 
of the marketing session, hence the wrong time 
to impose controls. No wonder, then, that the 
rates have been absolutely ineffective in 
operation. The ruling rate wasRs!2 to 14 per 
Bengali maund of groundnut, but the controlled 
rate was fixed at Rs 8-10, while the rate for oil 
was controlled at Rs 35-12 which was dispropor¬ 
tionately profitable to the crushers. 
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Foreign exchange prospects 


Thb main question that is being discussed 
in foreign exchange market circles in 
India and elsewhere relates to the 
dramatic change that has taken place in 
our country's balance of payments posi¬ 
tion. It is also being asked whether the 
new trends have any enduring signi¬ 
ficance. Even with a deficit on trade 
account to the extent of Rs 1216 crores in 
1975-76 foreign balances held by the 
Reserve Bank in the Issue and Banking 
Department increased by Rs 875 crores in 
the twelve months ended April 2, 1976. In 
1974-75 the deficit on trade account was 
Rs 1,190 crores and the foreign balances 
increased by Rs 103 crores only with 
substantial drawings from the Inter¬ 
national Monetary Fund and use of the Oil 
Facility. 

substantial surplus 

The net growth in foreign balan¬ 
ces in 1975-76 was exaggerated to some 
extent by the use of the Oil Facility for 
201 SDRs. But it will be realised that 
there was a substantial surplus on total 
account even after making due allowance 
for the Oil Facility. It must not of course 
be forgotten that the aid from the con¬ 
sortium and others was substantial though 
large inward remittances from non¬ 
resident Indians and other sources enabled 
the Reserve Bank to build up sizable 
balances in various currencies. 

The picture in 1976-77 so far is even 
brighter than in 1975-76. Foreign balances 
with the RBI had increased by Rs 851.73 
crores between April 2, 1976 and January 
21, 1977, indicating that the net rise in 12 
months in the financial year 1976-77 may 
be easily Rs 1200 crores if the faster 
growth since October is borne in mind. 
The additions to foreign balances are 
bound to be quite impressive as the deficit 
on trade account for a whole year cannot 
be more than Rs 300/400 crores. There 
was indeed a surplus on this account in 
April/October 1976 with imports amount¬ 
ing to only Rs 2,675 crores against 
exports of Rs 2,750 crores or a surplus of 
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Rs 75 crores, against a deficit of as much 
as Rs 916.3 crores. It was only in 
November that there was a deficit of 
Rs 115 crores with a big rise in imports 
and also a temporary drop in exports and 
the surplus was converted into a deficit of 
Rs 40 crores. It can be expected that 
imports will be on large scale in the last 
four months of 1976-77 with liberal licens¬ 
ing of cotton, synthetic fibres and edible 
oils. There will also be liberal licensing 
of spares for imported machinery and 
balancing equipment for improving pro¬ 
ductivity and production. 

Even with these exceptional imports 
the total outlay in foreign exchange in 
12 months may not be more than Rs 5000 
crores, more or less of the same level of 
imports in 1975-76. The composition how¬ 
ever will be vastly different as imports of 
foodgrains against commercial purchases 
have been suspended for several months 
while there has been a big reduction in 
imports of fertilisers, non-ferrous metals 
and steel due to accumulated stocks and 
higher level of indigenous production. 
But for the shortfall in output of oil¬ 


seeds and cotton and the need to permit 
large imports of edible oils and cotton 
and synthetic fibres for overcoming short¬ 
ages in these directions, aggregate imports 
may not have exceeded Rs 4,600 crores. 
On the export front a new record is likely 
to be established at Rs 4,800 crores in spite 
of a drop in the value of exports of sugar. 
This is because there will be sizable 
foreign exchange earnings through ship¬ 
ments of steel, hides and skins, textiles, 
marine products and oilcakes. The deficit 
will thus be only Rs 300/400 crores as 
stated above even with exceptional 
imports of edible oils and cotton and 
synthetic fibres. If it can be assumed that 
these imports will not be required in the 
same volume in 1977-78 there can even be 
a surplus on trade account. 

The transactions on capital account 
also are encouraging. In the absence of 
data relating to balance of payments for 
the recent years it is difficult to say 
whether invisible exports as a result of 
tourism, freight earnings or other factors 
have increased substantially. It is not also 
possible to say whether inward remit¬ 
tances are mainly on current account and 
to some extent on capital account. The 
remittances from non-resident Indians are 
of different kinds. The regular remittances 
from non-resident Indians every month 
for meeting the expenses of their depen¬ 
dents in this country or depositing savings 
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with Indian banks can be classed as 
receipts on current account and it can also 
be assumed that the foreign exchange 
involved will not be repatriable. There 
are of course, remittances from non¬ 
resident Indians for being maintained in 
designated currencies with Indian banks 
while funds are brought into the country 
by new entrepreneurs for starting new 
ventures. The amount involved in these 
transactions however may not be more than 
Rs 300 crores since November 1975 when 
new arrangements for opening accounts 
in designated foreign currencies came into 
being. 

The quantum of net foreign aid is of 
course sizable particularly as the Aid 
India Consortium sanctioned a larger 
amount in 1975-76 and also in 1976-77. 
The net aid received could not have been 
more than Rs 700 crores after allowing 
for repayment of earlier loans and interest 
charges. With the prospect of the growth 
in foreign balances being Rs 1200 crores 
in the year ending March 31, 1977 even 
after making repayments to the Inter¬ 
national Monetary Fund of Rs 335 crores 
against the first tranche of borrowing and 
the Oil Facility, it would mean that the 
gross growth will be even Rs 1500 crores. 
If net aid of Rs 700 crores is excluded the 
advantage accruing to the balance of pay¬ 
ments position out of inward remittances 
and other invisible receipts is as much as 
Rs 800 crores. 

no definite view 

The question now is, as stated earlier, 
whether there has been a fundamental 
change in the character of balance of 
payment and it can be presumed that in 
1977-79 foreign balances will increase by 
another Rs 3000 crores. It is probably 
difficult to take a definite view in this 
regard without a continuance of recent 
favourable trends over a period. But there 
is no denying the fact that quite a large 
proportion of foreign balances amounting 
to Rs 2370 crores on January 21,1977, 
can be utilised for implementing Plan 
schemes. The additions have been so 
impressive that foreign securities in the 
Issue Department have risen steadily to 
nearly Rs 1030 crores and the balances 
held abroad in the Banking Department 
are at a level which is higher than the 


aggregate 12 months ago. The difficulty 
however lies in using foreign balances for 
Plan purposes as there is no dearth of 
foreign exchange and there is shortage of 
only rupee resources. 

The RBI can presumably grant a loan 
to the central government in foreign ex¬ 
change enabling the government to utilise 
the rupees realised against sales of 
imported edible oils, cotton and synthetic 
fibres. There may also be imports of some 
items for enabling speedier implementa¬ 
tion of Plan projects where delays in 
receipt of equipment from indigenous 
sources are holding up schemes. It will 
not be incorrect to recycle the rupee 
counterpart funds realised against sales 
of edible oils and raw cotton though it 


will be difficult to identify them where 
they had accrued against issue of 
licences to traders and actual users against 
cash licences. 

This form of a PL 480 approach may 
sound unconventional as deficit financing 
can be adopted straightaway. But it will 
sound anathema in a context of efforts 
to control money supply. Whatever may 
be the controversy the fact cannot be 
denied that a fundamental change is taking 
place in the balance of payments position 
and there is a great opportunity for 
stepping up Plan outlay with available 
financial and physical resources. If this 
opportunity is not fully utilised a break¬ 
through in Plan implementation will be 
needlessly delayed. 


Market for capital goods 


One of the major problems highlighted at 
the workshop on the status of the Indian 
capital goods industry, held in Calcutta 
on January 21 under the auspices of the 
Association of Indian Engineering Indus¬ 
try (AIEI), was the lack of demand. The 
manufacturers of capital goods have been 
experiencing this difficulty for the past 
several years. But an impression seems to 
have been created that, with the sharp 
increase in the annual plan outlay for 
1976-77 and the availability of soft loans 
for modernisation, the capital goods 
industry has enough orders on hand. The 
speeches at the workshop revealed, how¬ 
ever, that this vital industry continues to 
be confronted with sizable idle capacity 
mainly due to the meagre demand for its 
products. 

Mr F.A.A. Jasdanwalla, president 
of the association, said that the principal 
demand for capital goods came from 
the government and its agencies like 
the railways, ports, shipping, electricity 
boards and so on. But he regretted that 
there had been “severe fluctuations in 
demand and ordering by government 
agencies which have adversely affected 
the growth and prosperity of the capital 
goods industry 9 ’. He observed that the 
government should ensure a steady rise 
in the allocation df resources for purchase 
of capital goods and stressed that “this 


was a basic fundamental determinant 
of the future of the capital goods 
industry”. 

Brig B.J. Shahaney, secretary (Technical 
Development) of the government of 
India, who inaugurated the workshop, 
admitted that there was “a certain 
validity” in the argument regarding the 
lack of demand for capital goods. But he 
did seem to think that this was not a 
matter for concern. He referred to a recent 
meeting of the Development Council for 
Machine Tools, at which the demand for 
machine tools had been estimated to 
rise to Rs 300 crores by 1983-84 of which 
Rs 50 crores were for projects for exports. 
These figures represent nearly a doubling 
on the existing level of production and a 
four-fold increase in exports. But the mere 
fact that the development council has 
fixed an ambitious target to be achieved 
about six years hence provides little com¬ 
fort to the capital goods sector where 
many units are handicapped by irregular 
and inadequate flow of orders. As Mr 
B.K. Jhawar, chairman of the eastern 
region of the Association of Indian Engin¬ 
eering Industry (AIEI), said “The machine- 
building sector is short of orders and has 
a high unutilised capacity. Obsolete plant 
and equipment in the industry all around 
are not being replaced. The industry in 
general is short of liquidity. On the other 
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hand, with talks of further liberalisation 
of imports, the industry is worried that 
whatever little orders are still there may 
further be reduced”. 

The union ministers of Finance, Indus¬ 
try and Commerce have been laying 
considerable stress on the importance and 
urgency of modernising the major indus¬ 
tries. In- the last central budget, the 
government announced its scheme of soft 
loans to be granted by the Industrial 
Development Bank of India for modernisa¬ 
tion and rehabilitation. But the discus¬ 
sions at the workshop revealed that no 
decision had been taken on the applica¬ 
tions for soft loans. What are the reasons 
for this delay? The union Finance ministry 
should look into this matter. The minis¬ 
try has been denying that credit policy 
hampers genuine economic activity. But, 
according to the AIE1 even the purchasers 
want the manufacturers to finance the 
supply of capital goods. Formerly, 30 to 
35 per cent of the total cost of the equip¬ 
ment was paid by the purchaser as advance. 
But it is stated that this facility has now 
been stopped and the payment terms have 
also worsened. Instances have been report¬ 
ed of customers cancelling their orders and 


buyers being unable to lift the machinery 
because of their inability to secure bank 
credit. 

The workshop made some specific sug¬ 
gestion to improve the health of the 
capital goods sector. One was that against 
local orders covered by letter of credit or 
bank guarantee the manufacturers of 
capital goods should be allowed to draw 
packing credit as is allowed in the case 
of exports. The other suggestion was that 
while for selected industries, the invest¬ 
ment allowance may continue, for indus¬ 
try in general, the indigenous equipment 
and machinery should be allowed to be 
written off in two year’s time and in the 
case of industry coming up in the back¬ 
ward area, even 100 per cent of the value 
of the indigenous equipment should be 
permitted to be written off in one year. 
Pleas were also made for reducing the 
high rates of excise and import duties. 
A background paper presented to the 
workshop gave the following details: 
“Copper is available to a manufacturer of 
electrical goods in UK at a LME price of 
Rs 12,214 per MT; the ex-godown current 
MMTC price (actual users) to a producer 
in India is Rs 27,200 per MT. Similarly, 


in the case of zinc, the price is Rs 6,080 
and Rs 14,000 respectively. The stainless 
steel casting price in India is Rs 55 per 
kg as compared to Rs 28 in the UK. The 
price of stainless steel sheets is much more 
in India than a competitive manufacturer 
will get in the UK and Japan. The very 
heavy import duty of 150 per cent on 
bearings not produced in the country, 
alloy steel with a duty up to 75 per cent 
all add to the high cost of the capital 
goods, thus inhibiting consumption”. 

Measures to strengthen the capital 
goods industries therefore have to be 
adopted from several angles. At the same 
time, the manufacturers of capital goods 
should also do their best to improve their 
efficiency. Brig Shahaney referred to two 
types of manufacturers—those who gave 
close attention to increase productivity by 
materials conservation, sub-contracting, 
training of manpower and other aspects; 
and those who jacked up prices taking 
advantage of the protective regime with¬ 
out corresponding benefits to consumers. 
So, both government and industry have 
to play their part in improving the 
strength and status of capital goods 
sector. 


X 

x 

t 

i 

t 

X 

X 

X 

X 

X 

X 


t -—- 

Eastern Economist Annual Number 1977 

The Eastern Economist Annual Number 1977, dated December 31', 
1976, analyses the gains made by industry since June 1975 and points out 
the impediments which have tended to slow down Its onward march. 
Divided into four sections, it discusses the general problems common to 
all industries such as investment, production, productivity, policies and 
procedures followed by detailed studies of basic, capital, intermediate and 
consumer industries. Research analysts and experts In various fields 
have thrown light on the problems faced by each one of the major 
industries with emphasis on the prospects of growth in the light of the 
changes initiated by the government in the past one year in particular. 

Priced at Rs. 20 per copy, it carries a series of charts and colour 
graphs. 

Regular subscribers are entitled to receive their copy without extra 
charge. 

Copies can be had from: 

The Manager 
The Eastern Economist Ltd. 

UCO Bank Building, Parliament Street, 

Now Delhi-110001 
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CAPITALS 

CORRIDORS 

R. C- Ummat 

MECON bags Nigerian contract * Copper 
plans • Aluminium outlook • GSI's plans • 
BGML's performance 


The metallurgical and Engineering 
Consultants (India) Limited—MECON— 
a subsidiary of the Steel Authority of 
India (SAIL), has secured, in the face of 
stiff competition from the developed 
countries, a $10 million contract from 
Nigeria for rendering consultancy and 
monitoring services in the setting up of 
two one million tonnes capacity steel¬ 
works in that country. The plants are to 
be of integrated type based on direct 
reduction process. The facilities to be 
provided at the two plants include iron 
ore pelletisation, production of sponge 
iron, electric arc furnaces, continuous 
casting facilities and rolling mills. 

The MECON will be making available 
for these plants its services for the entire 
range of disciplines, including technology, 
scheduling, manpower planning, super¬ 
vision and construction up to commission¬ 
ing and advice on related techno-econo¬ 
mic matters. The plants are expected to 
be set up in a period of 48 to 52 months. 
A batch of MECON engineers has al¬ 
ready been sent to Nigeria for assisting 
the Nigerian government in negotiating 
Contracts with the equipment suppliers. 
Some exports of equipment from India 
are not ruled out. 

Thai enquiry 

The MECON is also understood to 
have received an enquiry from Thailand 
for making available assistance to that 
country in tin mining and smelting. 

It may be recalled that MECON is 
handling the expansion of Bhilai steel¬ 
works to four million tonnes from the 
present capacity of 2.5 million tonnes on 
its own. It is also closely associated with 
the setting up of the Bokaro steelworks 


the first phase of which, for the produc¬ 
tion of 1.7 million tonnes ingot steel, 
has been completed. Most of the work 
connected with the raising of the capacity 
of this plant to four million tonnes 
ingots is being handled by MECON, 
although the project is being assisted by 
the Soviet Union. 

* * 

The Malanjkhand Project of Hindustan 
Copper Limited has been approved by 
the union government. To be establish¬ 
ed in the tribal backward district of Bala- 
ghat, in Madhya Pradesh, at an estimated 
cost of Rs 91.90 crores, it will raise the 
copper making capacity in the country 
by 15,200 tonnes of primary metal by the 
fourth year of its commissioning and by 
23,000 tonnes by the sixth year of its 
operation. The concentrator plant to be 
set up under this project will be capable 
of treating two million tonnes copper ore 
per annum. 

The project report of the scheme has 
been supplied by the Soviet Union. It envi¬ 
sages the taking up of actual mine cons¬ 
truction work in about 16 months from 
the date of sanction of the project. The 
mine will be able to yield one million 
tonnes ore per annum during the fourth 
year from the start of construction and 
two million tonnes during the sixth year. 

The concentrates to be produced at the 
project will be transported to the Hindus¬ 
tan Copper smelter at Khetri, in Rajasthan, 
for refining. 

With the commissioning of the Khetri 
copper complex about two years ago, the 
installed capacity for copper smelting in 
the country currently is around 57,000 


tonnes per annum. The execution of the 
Malanjkhand project in itself will not 
add to the smelting capacity, but some 
other schemes which are being implement¬ 
ed at present or have been cleared re¬ 
cently will necessitate the expansion of 
the Ghatsila smelter in Bihar from its 
existing capacity of 16,500 tonnes primary 
metal to 30,000 tonnes. The total copper 
smelting capacity then would go up to 
slightly over 70,000 tonnes. 

revised target 

The production of blister copper during 
1976 touched 24,696 tonnes. It is target- 
ted to go up during the current calendar 
year to 31,000 tonnes. Wire bar pro¬ 
duction, which last year was of the order 
of 17,229 tonnes—40 per cent more than 
in 1975—is envisaged to be raised to 
28,000 tonnes. 

With a view to steadily increasing the 
production of copper in the coming years, 
the following schemes have also been 
sanctioned recently, apart from the clear¬ 
ance of the Malanjkhand project: 
(i) Mosaboni expansion scheme, in Bihar, 
which envisages increasing of ore produc¬ 
tion from 2,200 tonnes to 3,200 tonnes per 
day at a capital cost of Rs 6 crores; (ii) 
Surda expansion scheme for raising the 
production of ore from the Surda mine 
in Bihar from 1,000 tonnes to 1,300 tonnes 
per day at a capital cost of Rs 3 crores 
and (iii) expansion of the Chandmari 
mine in Khetri/Kolihan area from 500 
tonnes ore to 1,000 tonnes ore per day at 
a capital cost of Rs 2.70 crores. 

The development of the Rakha mine 
in Bihar, which is producing 1,000 tonnes 
ore per day at present, is being examin¬ 
ed for raising production to 6,000 tonnes 
ore per day. 

Along with the envisaged expansion 
of the Ghatsila smelter to 30,000 tonnes 
metal capacity, the electrolytic refinery at 
Ghatsila is also proposed to be expanded 
to match the increase in the production 
of metal. 

Proposals are also being formulated by 
Hindustan Copper for introducing the 
latest technology for the production of 
copper wire rods. Studies have been 
undertaken with regard to the setting up 
of a continuous cast wire rod plant to 


231 


FEBRUARY lip 1977 


produce wire rods directly from cathode 
copper, eliminating the wire bar stage. 

Indications of copper ore have been 
found recently in the Chandpur area of 
Maharashtra. Exploration efforts in this 
area are being expedited so that self- 
sufficiency in this non-ferrous metal can 
be achieved at the earliest. Grade-wise, 
Chandpur ore is stated to be quite good; 

it contains more than one per cent copper. 

* * 

The extensive bauxite deposits discover¬ 
ed recently in the east coast area have 
been proved in detail in the Koraput 
(Orissa) and Galikonda (Andhra Pradesh) 
areas to support at least two large plants 
of 0.6 million tonnes annual capacity for 
alumina production. The Bharat Alumi¬ 
nium Company (BALCO) has applied for 
the necessary leases for the development 
of these deposits for setting up two 
50,000 tonnes alumina manufacturing 
units to begin with—one in Orissa and 
the other in Andhra Pradesh. The exact 
locations of the two plants, of course, are 
yet to be decided. Studies in this regard 
are being taken up. 

In view of the large size of production 
contemplated, BALCO, in coordination 
with MECON, is in touch with countries/ 
firms which might be interested in buying 
alumina and also might be interested in 
providing such back-up in respect of 
know-how and basic engineering as 
BALCO and MECON may find necessary. 

Pre-feasibility reports for the two pro¬ 
jects are being commissioned shortly 
along with the report for setting up a 
“captive” large caustic soda complex to 
supply that major input for alumina 
production. 

considerable interest 

The deposits are stated to have aroused 
considerable interest in Hungary, France, 
Canada, the Soviet Union, Iran, etc. 

The production of aluminium in 1976 
is reported to have scaled a new peak of 
210,672 tonnes. Compared to the 1975 
output of 167,520 tonnes, it was higher 
by 26 per cent. The improvement record¬ 
ed over the 1974 level (121,913 tonnes) 
was as much as 65 per cent. 

This year, it is aimed to step up pro¬ 
duction to 260,000 tonnes. But this will 
depend on whether the Madhya Pradesh 
Electricity Board will be able to supply 
electricity for the second and the third 


potlines of the Korba smelter by July 
next and the current power cuts on the 
Belgaum and Mettur smelters can be 
restored. Even if only the second potline 
of the Korba smelter is commissioned by 
July and the third potline by September/ 
October the output may go up to 230,000 
tonnes. 

The Korba smelter will be producing 
ultimately 100,000 tonnes aluminium. 
It is to have four potlines of 25,000 tonnes 
production per annum. The first potline 
has been commissioned already. The 
second and the third potlines are pro¬ 
posed to be commissioned by July/Sep¬ 
tember, and the fourth potline by the mid¬ 
dle of next year. 

No decision, however, has been taken 
as yet on the setting up of the Ratnagiri 
aluminium manufacturing project. Finan¬ 
cial stringency has been standing in the 
way of the implementation of this scheme 
which was finalised several years ago. 

* * 

In line with the task set out for it by 
the Planning Commission, the Geological 
Survey of India (GSI) is according the 
highest priority to the investigation of 
critical minerals the proved resources of 
which are relatively low. These minerals 
include manganese, chromite and kayanite. 
A special cell has been created at the 
GSI headquarters for this purpose. 

A special sub-committee has also been 
formed by the GSI for the exploration of 
minerals in the north-eastern region. 

A programme of offshore mineral ex¬ 
ploration too has been drawn up. The 
GSI is as well bestowing thought on the 
study of marine geology. These two pro- 


gramma include preparation of a preli¬ 
minary geological map of the continental 
margin of the country, survey of some of 
the known mineral occurrences, studies of 
sediment movements and geomorphology 
of coastal areas for the purpose of design¬ 
ing remedial measures for coastal erosion. 

It is planned to acquire a research ves¬ 
sel for geological survey of the continental 
shelf of the country. 

* * 

Thanks to nearly 26 per cent increase 
in the production of Bharat Gold Mines 
Limited, the gross production cost of 
this undertaking for 10 grammes of gold is 
expected to go down this year to Rs 499 
from Rs 547 last year. 

The gold output of the undertaking 
amounted to 1,627 kgs during the nine 
months to December, as against 1,748 kgs 
in the whole of 1975-76. The production 
during the 12 months to March is ex¬ 
pected to go up to 2,200 kgs. 

In an effort to diversify its operations, 
the Bharat Gold Mines Limited has taken 
up development work for the Mailarem 
copper project on behalf of the Andhra 
Pradesh Mineral Corporation (APMC) 
and is setting up a 100 tonnes concent¬ 
rator plant for APMC. It has also enter¬ 
ed into a contract for mine construction 
at the Kolihan mine of Hindustan Cop¬ 
per. A sophisticated “winder” has been 
built by the workshop of the undertaking. 

Under its research and development 
programme, the undei taking has estab¬ 
lished pilot plant facilities for recovering 
scheelite from its old tailing dumps and 
has found the preliminary results of the 
experiment encouraging. 
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Some neglected factors 

Dr V.K.R.V. Rao 

In hit convocation address at the Indian Agricultural Research 
Institutei New Delhf v which is reproduced below. Dr V.K.R.V. Rao 
draws attention to some factors which have not received 
sufficient operational attention In the current discussions on 
Integrated rural development. 



There has been a great deal of talk in 
recent months about the need for bringing 
about integrated rural development in 
our country. The government of India has 
announced its approval for starting pilot 
projects for integrated rural development 
in 20 districts, one in each state. The 
Indian Council of Agricultural Research 
has already initiated programmes for 
integrated rural development in several 
areas dispersed all over the country. The 
Council of Scientific and Industrial 
Research has been operating a programme 
for integrated rural development in the 
Karimnagar district in Andhra Pradesh 
and has announced its intention to start 
similar programmes in several other dis¬ 
tricts in the country. In all these proposals 
and programmes, the accent is on the use 
of science and technology for the solution 
of the problems of rural development. 
Several universities and institutions of 
higher education have taken up pro¬ 
grammes of rural development in selected 
areas, and, in their case also, the accent 
appears to be on the use of science and 
technology for rural development, though 
this is not clearly stated in all cases* Thus 
integrated rural development has become 
a national slogan and science and techno¬ 
logy the main instrument proposed for 
its implementation. 

the goal 

When we talk of integrated develop¬ 
ment, we are not talking just in economic 
terms. In fact, all aspects of life and acti¬ 
vity, which are subject to manipulation 
and controlled change, come within the 
sphere of development. The goal of deve¬ 
lopment thus becomes the enrichment of 
the quality of life and its availability at 
minimum levels to all sections of the 
population. It is now recognised that 
development is not merely the provision 
of opportunities for resource development 


in the light of appropriate science and 
technology but also their actual utilisa¬ 
tion, and, therefore, the creation of the 
necessary facilities for such utilisation. 
Thus the power structure, its class com¬ 
position and its unequal incidence in the 
interests it serves, institutions (economic, 
social and political), the state of the law, 
the state of knowledge and use of science 
and technology, information and com¬ 
munication, bureaucracy, monitoring and 
evaluating the progress of development¬ 
al! these fall within the scope of deve¬ 
lopment. Development thus becomes an 
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inter-disciplinary concept, which is no 
longer the exclusive concern of the pro¬ 
fessional economist or scientist or techno¬ 
logist. 

Integrated rural development involves the 
development of both natural and human 
resources and this has to be done within 
defined areas. It also requires the identi¬ 
fication of the poor and specific measures 
designed to lift them above the level of 
poverty. Integrated rural development 
does not only mean agricultural develop¬ 
ment or increase in agricultural producti¬ 
vity. It has to include all productive acti¬ 
vity such as secondary and tertiary, and 
primary other than crop-raising. Not only 
has it to include all production and means 
designed to improve productivity, but also 
to provide for full employment, and an 
equitable distribution of the proceeds of 
development with particular reference to 


in 

development 

the elimination of poverty. It should be 
clear, therefore, that while science and 
technology can certainly help, they cannot 
do it by themselves nor function as a 
magic wand that can bring about rural 
development and eliminate rural poverty. 

area-bound programme 

To begin with, it is necessary to recog* 
nise that development, whether of natural 
or human resources, is area-bound and 
has to have viability and effectiveness of 
integration in area terms. The area that is 
talked about today for development is 
the village. We want the village as the 
unit for rural development and take it 
for granted that it is both an effective and 
a viable unit for the purpose. But the 
village is not a homogenous concept. In 
fact, we have never undertaken a concep¬ 
tual analysis of the village but treat it as 
a description that includes within its 
range all human settlements that the 
census classifies as a village. In short, we 
have automatically taken the census village 
as the unit for rural development and 
made it the centre of all developmental 
programmes, whether of production or 
employment or education or health or 
minimum welfare services or the quality 
of life and improvement in the standard 
of living. 

But is the census village a viable 
unit? Does it contain the area and popu¬ 
lation base necessary for integrated deve¬ 
lopment? Can we bring about either full 
employment or distributive justice and 
elimination of poverty or provision of a 
minimum of developmental and welfare 
services or popular participation or even 
maximisation of output or productive 
application of science and technology by 
treating the village identified by the census 
as the unit for development? I have no 
doubt in my mind that the answer to these 
questions is in the negative, and that we 
will not get the full dividends from deve¬ 
lopmental programmes nor achieve the 
admitted goal of rural development with¬ 
out a significant enlargement, by regroup- 
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ing or otherwise, of the majority of the 
areas which the census now classes as 
villages. 

I shall now illustrate my thesis by re¬ 
ferring to the facts of the case. According 
to the census of 1971, India had a rural 
population of 438.9 millions who were 
living in 367,338 inhabited villages. But 
the distribution of this rural population 
by number and population size is of a 
skewed character that is parallel with the 
skew phenomenon that characterises the 
urban population, the distribution of 
income and wealth, and the sharing of 
the good things in life and in fact, the 
entire social and economic structure of 
the Indian polity. Table I gives the per¬ 
centage distribution of India's rural popu¬ 
lation by number and population size of 
India’s villages in 1971. 

Table I 

Percentage Distribution of Rural Population 

in India 


Village popula¬ 
tion size 

Number Popula¬ 
tion 

Less than 500 

55.34 

16.37 

Between 500 and 999 

23.08 

21.50 

Between 1000 and 1999 

14.23 

25.77 

Between 2000 and 4999 

6.25 

23.82 

Between 5000 and 9999 

0.86 

7.45 

Above 10000 

0.24 

5.09 

Total 

100.00 

100.00 


Of India’s 567,338 villages, as many as 
352,023 had a population of less than 500 
each, while of this number, more than 50 
per cent had a population of less than 200 
each. How is it possible to have either 
developmental or welfare services, which 
would have quality and effectiveness, for 
settlements containing40 or 100 families? 
What kind of economic viability can such 
small population units have in terms of 
either production or distribution or 
employment or needed changes in their 
power and social structure? And in the 
absence of economic viability, what can 
be the effectiveness of the vast amounts 
we are spending on their development as 
individual units? These are basic ques¬ 
tions which have received inadequate, if 
not nil attention, in all the discussions 
we are having on rural development or in 


the programmes that are formulated for 
such development. It is high time that we 
started paying attention to this basic 
problem of the minimum rural settlement 
that should form the basis for the plan¬ 
ning and implementation of all pro¬ 
grammes of integrated rural development. 

The problem is not only to determine 
the size of such a minimum unit but also to 
devise ways and means for bringing such 
minimum units into existence by grouping 
clusters of villages with necessary social, 
economic and resource links into new 
viable villages and establishing the neces¬ 
sary transport facilities between the 
villages composing any given cluster so 
that each cluster of villages constituting a 
new village can function as one integrat¬ 
ed unit. 

The seriousness of the problem of 
uneconomic and unviable village size 
becomes even more evident when we 
de-segregate the national totals and look 
at the position in the major states of the 
Indian union. Leaving out Kerala which 
stands in a class by itself, and to which 
1 shall revert later, the proportion of the 
number of villages with population bet¬ 
ween 500 each to the total number of all 


1 . 

Himachal Pradesh 

93.07 

2. 

Orissa 

71.87 

3. 

Madhya Pradesh 

66.35 

4. 

Jammu & Kashmir 

60.70 

5. 

Rajasthan 

59.39 

6. 

Bihar 

56.13 

7. 

Assam 

55.61 

8. 

United Provinces 

55.27 

9. 

West Bengal 

48.75 

10. 

Karnataka 

48.14 

11. 

Punjab 

42.65 

12. 

Maharashtra 

39.52 

13. 

Andhra Pradesh 

35.76 

14. 

Gujarat 

35.05 

15. 

Haryana 

29.98 

16. 

Tamil Nadu 

18.87 

17. 

Kerala 

0.32 


All-India 

55.33 


villages in each state varies from 18.9 per 
cent in Tamil Nadu to 66.4 per cent in 
Madhya Pradesh and 93.1 per cent in 
Himachal Pradesh, while the proportion 
of the rural population residing in villages 
with less than 500 persons to the total 
rural population in each state varies from 
2.8 per cent in Tamil Nadu to 33.8 per 
cent in Madhya Pradesh and 66.8 per cent 
in Himachal Pradesh. Table II gives the 
rank of the states by proportion of villages 
with population less than 500 to the total 
number of villages and total rural popula¬ 
tion. 

It is clear from Table 11 that the prob¬ 
lem of uneconomic or non-viable villages 
is much sharper in the northern, central 
and eastern regions of the country with 
the exception of Haryana, followed by 
the western region, Maharashtra having a 
worse position than Gujarat. The situation 
is much better in the southern states with 
the exception of Karnataka, while Kerala 
stands in a class by itself with hardly any 
of its rural population living in villages 
of population size below 500. In fact, the 
position of Kerala is unique in respect of 
the residential character of its rural popu¬ 
lation in terms of the economic viability 


I. 

Himachal Pradesh 

66.81 

2. 

Orissa 

33.78 

3. 

Madhya Pradesh 

32.32 

4. 

Jammu & Kashmir 

25.02 

5. 

Rajasthan 

21.78 

6. 

Assam 

21.11 

7. 

United Provinces 

19.21 

8. 

Bihar 

17.08 

9. 

Karnataka 

14.71 

10. 

West Bengal 

13.60 

11 . 

Punjab 

13.05 

12. 

Maharashtra 

10.68 

13. 

Gujarat 

9.12 

14. 

Haryana 

6.82 

15.- 

Andhra Pradesh 

5.62 

16. 

Tamil Nadu 

2.81 

17. 

Kerala 

0.01 


All-India 

16.37 


Table II 

Rank of States Having Villages with a Population of Less than 500 Persons 



Number 

Population 


Rank 

State Percentage Rank 

State 

Percentage 
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of its villages, as can be seen from 
Table III. 

According to the census, Kerala has a 
rural population of 83.8 per cent of its 
total population. But the composition of 
this rural population classified by village 
population size is totally different from 
that of the rest of India, with nearly 89 
per cent residing in villages with a popu¬ 
lation of more than 5000 each and less 
than 2000 each, classed as rural because 
of the dominance of agricultural and 
allied activities in the occupational distri¬ 
bution of the population. It is obvious 
that rural settlements in Kerala are quite 
viable from the point of view of develop¬ 
mental and welfare services, as the bulk 
of their rural population lives in villages 
having a population of 5000 and more 
persons. This fact is undoubtedly a major 
explanation of the vast progress that 
Kerala has made in the provision of 
educational and health services to its 
rural population, as compared to other 
states, its relatively greater success in 
family planning and reduction of the 
birth-rate and death-rate in rural areas, 
and the greater capacity for cohesion and 
collective organisation it has been able to 
achieve among its rural population. 

operational size 

While it may not be possible for the 
other states in the Indian union to 
emulate the example of Kerala and have 
their rural population residing in settle¬ 
ments with 5000 people and above, 
Kerala’s striking position in its village 
composition and its developmenal ex¬ 
perience clearly indicate the need for 
enlarging the size of the operational 
village in the rest of India, if we are to 
have a viable and effective programme of 
integrated natural and human resources 
development. My own view is that a 
population of 5000 would be an ideal size 
for a viable village unit, but this seems to 
be beyond the bounds of practicability in 
the forseeable future. I suggest therefore 
two alternative models for village re¬ 
structuring and re-composition in order 
to make the Indian village a viable unit 
for integrated rural development. One is 
to aim at a village with not less than a 
population of 1000 persons and the other 
with a population of not less than 2000 


persons. The first model would involve a 
restructuring of 451,623 villages with a 
population of 166.3 millions in order 
to convert them into 166,286 villages or 
36.8 per cent of their existing number. 
The second model would involve a re¬ 
structuring of 533,596 villages with a 
population of 279.4 millions in order to 
convert them into 139,724 villages or 26.2 
per cent of their existing number. As the 
second model will also present immense 
difficulties in implementation, I would 
suggest the first model for adoption. The 
implications of this model for the re¬ 
structuring of villages by the principal 
states of the Indian union are presented 
in Table IV. 

gigantic task 

The task appears to be gigantic and 
may be dismissed as unpractical. Apart 
from the fact that such dismissal would 
leave unchanged the wholly unsatisfactory 
current situation, it is not as formidable 
as it appeers at first sight. Except in states 
such as Himachal Pradesh and Tamil Nadu 
and Kashmir and parts of states like 
Madhya Pradesh, Bihar and Orissa with 
their tribal belts, UP, with its hilly areas 
and Rajasthan with its desert background, 
most Indian villages are in close proxi¬ 
mity to one another, separated by a dis¬ 
tance of two to seven or eight kilometers; 
and it should be not difficult to form them 
into clusters and reconstitute them into 
single villages, provided the detailed 
survey and work required at the grass 
roots is undertaken and steps taken to have 
a programme of rural roads designed to 
link these clusters of villages together to 


form them into one village rather than 
merely go on attempting to link all 
villages to the towns as is the case with the 
present rural roads programme. 

restructuring villages 

An exercise undertaken recently by me 
in connection with my project for inte¬ 
grated human resource development of a 
backward district in Karnataka state has 
given me the feeling that it is possible to 
find such clusters for being formed into 
single villages; and this has given me 
some confidence for putting forward a 
proposal for the restructuring of villages 
to form them into viable villages or rural 
settlements that can form a more econo¬ 
mically efficient base for integrated rural 
development than the existing villages 
with their very small population. 

Reconstitution of villages is a state 
subject. But the state governments already 
have the power to undertake such a 
reconstitution. Thus, for example, the 
Karnataka Land Revenue Act of 1964 
empowers the state government to, I 
quote: “subject to such conditions and 
in such manner as may be prescribed, 
alter or add to the limits of any village 
or amalgamate two or more villages or 
constitute a new village for the purpose 
of this Act**. Then again, the Karnataka 
Village Panchayats and Local Boards Act 
of 1959 includes a similar provision for 
village reconstitution. I quote: “When¬ 
ever the government, after making such 
inquiry as may be prescribed, is satisfied 
that any area comprising a revenue village 
or a group of revenue villages has a 
population of not less than one thousand 


Table III 

Residential Character of Population of Kerala Villages 


Population size 

Number of villages 

Population of villages 

Number 

Per cent of total 

Number Per cent of total 

Below 500 

6 

0.38 

1151 

0.01 

500 to 999 

18 

1.14 

13201 

0.10 

1000 to 1999 

57 

3.62 

86695 

0.60 

2000 to 4999 

395 

25.11 

1477542 

10.30 

5000 to 9999 

587 

37.33 

4143999 

28.88 

Above 10000 

510 

32.43 

8625456 

60.11 

Total 

1573 

100.00 

14349574 

100.00 
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and five hundred but not more than ten 
thousand, it shall by notification in the 
official gazette, declare such area to be a 
village”. All that is now required is to 
include the concept of viability for inter- 
grated rural development as a major 
criterion for the restructuring and enlarge¬ 
ment of existing villages, bringing within 
its scope education, health, cooperation, 
panchayats, other developmental and 
welfare services, and use of science and 
technology for improvement of equipment 
and skills in rural production. 

There are three other factors bearing 
on rural development to which I would 
like to make a brief reference and I do so 
because I believe they have also not receiv¬ 
ed adequate attention in current discus¬ 
sions on integrated rural development. 

The first is the emphasis that is now 
being laid on distribution of agricultural 
land to landless labour. It needs no special 
arguing to show that the possession and 


cultivation of agricultural land does not 
by itself ensure the abolition of poverty, 
if the size of the holding cultivated falls 
below a particular minimum. A recent 
study of a taluk in East Godavari district 
has revealed that even with a 100 per cent 
irrigation and a cropping intensity of 1.7 
to two, the annual income earned from the 
cultivation of one hectare of land or less 
does not enable the cultivating household 
to cross the poverty line. And 35.7 million 
operational holdings out of a total of 70.5 
millions or more than 50 per cent are of a 
size of less than one hectare of land. The 
average size of an operational holding in 
this category is only 0.41 hectare, and its 
irrigated component is only 0.12 hectares. 
Though these marginal and sub-marginal 
holdings cover only nine per cent of the 
total area of land operated in Indian 
agriculture, they account for more than 
50 per cent of India's cultivator house¬ 
holds. Would it not be desirable to use 
any land available for redistribution to 


increase the size of the holdings of these 
marginal and sub-marginal farmers rather 
than add to their number by giving lands 
to the landless labourers? 

A number of studies have shown that 
the marginal and sub-marginal farmers, 
whose land holdings are obviously below 
the minimum economically viable size, 
have an income level not different from 
that of agricultural labourers. In fact, 
in some areas, agricultural labourers earn 
a higher income than these marginal and 
sub-marginal farmers. From the stricity 
economic point of view and for speeding 
up the process of industrialisation, is it 
wise deliberately to increase the number 
of the under-employed in the rural 
economy? Is not this tanuous link to 
land, where the holding is sub-marginal 
and incapable of giving an acceptable 
minimum livihg, a disincentive to the 
motivation to initiate projects of non- 
agricultural activity and thus diversify the 
economic structure and loss to larger 


Table IV 

Structure of Villages by Population below 1000 


Less than 200 200 -499 500—999 Total 


State 

No. of 
villages 

Population 

No. of 
villages 

Population 

No. of 
villages 

Population 

No. of 
villages 

Population 

Andhra Pradesh 

5,352 

479,941 

4,383 

1492,658 

5,438 

3999,461 

15,173 

5972,060 

Assam 

5,615 

578,833 

6,744 

2298,806 

5,986 

4254,147 

18,345 

7131,786 

Bihar 

17,440 

1835,287 

20,483 

6829,491 

15,232 

10800,433 

53,155 

19465,211 

Gujarat 

2,054 

236,690 

4,351 

1514,489 

5,242 

3798,041 

11,647 

5549,220 

Haryana 

618 

67,329 

1,400 

495,864 

1,909 

1388,544 

3,927 

1951,737 

Himachal Pradesh 

12,020 

1013,857 

3,723 

1136,569 

861 

578,990 

16,604 

2729,416 

Jammu and Kashmir 

1,748 

201,982 

2,200 

738,408 

1,556 

1086,176 

5,504 

2026,566 

Kerala 

2 

245 

2 

1,150 

2 

5,613 

6 

7,008 

Madhya Pradesh 

19,754 

2167,956 

27,276 

9100,753 

16,516 

11447,188 

63,546 

22715,897 

Maharashtra 

5,053 

548,356 

9,088 

3158,879 

10,<29 

7564,120 

.24,670 

11271,355 

Manipur 

974 

98,978 

476 

150,386 

237 

164,863 

1,687 

413,227 

Maghalaya 

3,192 

290,710 

1,093 

327,480 

237 

158,279 

4,522 

776,469 

Mysore 

4,939 

531,873 

7,974 

2728,837 

7,082 

5028,074 

19,995 

8288,784 

Nagaland 

334 

37,473 

325 

107,420 

169 

114,580 

828 

259,483 

Orissa 

18,548 

1787,001 

15,223 

5001,773 

8,821 

6153,073 

42,592 

12941,847 

Punjab 

1,887 

199,257 

3,311 

• 1149,774 

3,577 

2558,861 

8,775 

3907,892 

Rajasthan 

8,771 

936,542 

11,010 

3686,683 

7,817 

5522,808 

27,598 

10146,033 

Sikkim 

— 

— 

31 

12,034 

114 

81,188 

145 

93,222 

Tamil Nadu 

988 

103,451 

1,981 

704,520 

3,425 

2553,058 

6,394 

3361,029 

Tripura 

2 995 

254,588 

969 

310,505 

473 

330,262 

4,437 

895,355 

Uttar Pradesh 

27,356 

2824,426 

34,856 

11761,228 

28,295 

20088,301 

90,507 

34673,955 

West Bengal 

7,604 

840,823 

10,957 

3696,590 

9,085 

6462,384 

27,646 

10999,797 

Union Territories 

2,828 

211,353 

705 

223,701 

387 

273,647 

3,920 

708,701 

All-India 

150,072 

15245,951 

168,561 

56627,998 

132,990 

94412,101 

451,623 

166286,050 
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production and more full time employ¬ 
ment? In my considered opinion, it was 
wrong to club together marginal and sub¬ 
marginal cultivators and landless labour¬ 
ers as one economic category to whom 
the same prescriptions are sought to be 
applied for the elimination of their po¬ 
verty. I suggest that the task of integrat¬ 
ed rural development is hampered by not 
having apolicy of an economically viable 
minimum agricultural holding, which 
should be extended to the maximum pos¬ 
sible extent to the existing marginal and 
sub-marginal farmers and make Indian 
agriculture a more worthwhile occupation 
for the vast number of cultivators who 
now account for such a small proportion 
of the total agricultural output. 

I would further suggest that landless 
labourers should be placed in a position 
where their wages would give them an 
income that brings them above the poverty 
line instead of keeping their number at 
a level which keeps them perpetually 
below the poverty line. For dealing with 
surplus agricultural labourers, I would 
suggest that we devise programmes of 
full time employment or self-employment 
activity in the non-agricultural field that 
would speed up the process of industria¬ 
lisation and give a more balanced struc¬ 
ture to the Indian economy. Unless there 
is a radical rethinking on these lines in 
regard to marginal farmers, sub-marginal 
farmers and landless labourers, I doubt if 
we will be able to solve the "problem of 
rural poverty in India in spite of any pro¬ 
gramme of integrated rural development 
that we may attempt. 

basic connection 

The second factor I would like to men¬ 
tion is the basic connection that exists 
between development, and effective and 
i motivated participation in the develop¬ 
mental process by the vast body of the 
rural poor belonging to the category of 
marginal and sub-marginal farmers. Such 
participation by the poor among the 
cultivating classes is not possible unless 
there is a fundamental change in the 
existing rural power structure, in regard 
to the utilisation of the facilities created 
by government for rural development and 
a radical alteration in the existing struct¬ 
ure of ownership of land and other pro¬ 


ductive assets among the rural popula¬ 
tion. 

Some steps in this direction are being 
taken under the rural provisions of the 
twenty-point programme and the popular 
movement for literacy, family planning 
and afforestation under the five-point pro¬ 
gramme, but we have a long way to go 
before we can succeed in reorienting 
and reconstituting the rural power struc¬ 
ture for facilitating the process of rural 
growth with social justice and the elim¬ 
ination of rural poverty. Some idea of the 
magnitude of the task to be faced in the 
way of popular participation and effective 
mobilisation of the rural poor for influen¬ 
cing the process of rural development has 
already been given by me in my reference 
to the need for enlarging the size of village 
unit and thus enabling the growth of a 
collective rural consciousness and orga¬ 
nisation at the grass-roots level besides 
providing an economically viable base for 
integrated human resource development. 

rural assets 

The magnitude of the task on the side 
of ownership of all assets, including land, 
equipment and houses, has been brought 
out clearly by the recently published 
survey by the Reserve Bank on the assets 
of rural households. According to this 
survey, more than one-third of the total 
number of rural households owned assets 
valued at lesss than Rs 2,500 each. They 
included one-fifth of the total number of 
cultivators, nine-tenths of the agricultural 
labourers, more than seven-tenths of the 
artisans, and about two-thirds of “other” 
non-cultivators. 

The average value of assets per house¬ 
hold in this group worked out to only 
Rs 987, of which buildings alone account¬ 
ed for Rs 423, and durable household 
assets for Rs 137. Productive physical 
assets taken together averaged only 
Rs 392 of which again land alone account¬ 
ed for Rs 242. Live-stock accounted for 
Rs 122 while implements and machinery 
accounted only for Rs 28 and financial 
assets for only Rs 20. The vast inequality 
in agricultural land holdings has been 
revealed by the Agricultural Census of 
1970-71, 52 per cent of the holdings 
being below one hectare each and acco¬ 
unting for only 10.7 per cent of the gross 
cropped area while 0.9 or less than one 
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per cent of the holdings were each above 
20 hectares and accounted for 10.5 per 
cent of the total gross cropped area or 
almost as much area as was accounted 
for by 58 times their number. Unless 
some radical steps are taken to bring 
about a more equitable distribution 
pattern of land and other productive 
assets in the rural areas, it is difficult to 
see how it is possible to bring about 
integrated rural development. 

labour intensive technology 

The third factor I wanted to stress is 
the inability of science and technology 
by itself to solve the problem of rural 
poverty. Science and technology are, as 
we nave seen in our experience of the 
green revolution, neutral to size only in 
theory, indivisible assets and varying 
degrees of access to divisible assets mak¬ 
ing for a widening of the income gap and 
a continuing of poverty at the lower and 
lowest levels of asset holdings. It is good 
that in recent years, Indian science and 
technology has turned its attention to the 
development of technology that would be 
labour iiitensives, based on local resour¬ 
ces, and usable by rural personnel with 
limited or nil financial resources. But it 
would be some time before this new 
venture yields concrete results and on 
a sufficiently national scale. 

Meanwhile, as the prime minister has 
pointed out in the case of gober gas 
plants, the remedy may prove worse than 
the disease by depriving the poor of their 
inexpensive asset without giving them a 
reasonable share in the energy and fer¬ 
tilizer products of such plants. I am all 
for using science and technology for 
dealing with rural development and solv¬ 
ing the problem of rural poverty. But it 
should not be treated as a substitute for 
not dealing with the basic problems of the 
viability of the village unit, the more 
equitable distribution of productive assets 
among rural households, the greater 
access on the part of the poor to the 
inputs and other facilities afforded by 
government for their benefit, the demo- 
cratisation of the rural power structure, 
and the creation of the necessary cons¬ 
ciousness and organisation among the 
rural poor for ensuring their effective 
participation in and influencing of the 
rural developmental process. 
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POINT OF VIEW 


Pricing of synthetic fibres 

Studies of consumer behaviour have revealed that a consumer’s 
perception of a fabric's quality varies directly with its price. The author 
also feels that price discrimination will help the industry to recoup 
high fixed costs through a higher degree of plant utilization. 


Synthetic fabrics arc usually classified 
as fashion articles. However, many do not 
agree with this idea. The use of synthe¬ 
tic fabrics has trickled down t) the com¬ 
mon man. It has, therefore, become an 
essential fabric on a consumer’s shopping 
list. Their demand, it is believed, is regu¬ 
lated by ‘discretionary income’ of the 
^consumer. The classification apart, 
synthetic fabrics are doubtless offering 
severe competition as close substitutes 
to natural fabrics. It is in this perspective 
that the pricing structure of synthetic 
fabrics needs close scrutiny. 

The value or price of every article 
(fibre) produced is represented by the 
formula: 

P«c+V+S 

where 

P represents selling price of the fibre 
C—fixed cost 
V=variable cost 
S=profit. 

If we subtract profit or surplus ‘S’ 
from the price of the fibre, there remains 
a bare equivalent capital value ‘C-fV’, 
expended in production. What the fibre 
costs the manufacturer and its actual 
cost to the buyer are two different mag¬ 
nitudes. On the basis of capital employ¬ 
ed, after the labour enters the produc¬ 
tion process, the entrepreneur himself 
constitutes an ingredient of operating pro¬ 
ductive capital which ultimately regula¬ 
tes profitability of the concern. 

total cost 

The total cost is the aggregate of var¬ 
ious cost ingredients. The absolute costs 
or outlay costs have been broadly cate¬ 
gorised into “fixed costs” and “variable 
costs”. Fixed cost is one which does 
not vary with changing level of factory 
output while variable cost tends to vary 
with changing levels of output. The vari¬ 
able cost is attributable to the consump¬ 
tion of raw materials, purchased compo¬ 


nents and labour etc. and other costs 
imposed by the practice of grouping of 
costs by the company. The object of 
defining cost constituents in terms of 
fixed and variable costs is to enable the 
contribution rates to be calculated, break- 
even-sales to be determined and profit 
forecasts to be prepared at different 
levels of output. 

fixed expenses 

The contribution, or more fully, “con¬ 
tribution to fixed expenses”, is the sum 
of money which remains after the vari¬ 
able costs of production are recovered 
from sales revenue. Thus, 

Contribution = Sales—Variable Costs 
= Fixed Costs+Profit 
resorting to the introduction of added 

. value into the above formula we have 
Contribution = Added Value—Pro¬ 
duction labour 

The cost analysis in the synthetic fibre 
industry in terms of the aforesaid vari¬ 
ables has been given in Table I. 

From this table, we now calculate the 
level of sales at which synthetic fibre in¬ 
dustry will break-even, that is, the level 
at which the industry neither makes a 
profit nor incurs a loss. The industry 
will break-even when the contribution to 
the fixed expenses is exactly equal to fixed 
expenses incurred. The contribution 
is 26.4 per cent of the sales. Thus, the 
sales needed to produce a contribu¬ 
tion equal to the fixed expenses of 
Rs 76.25 crores is 

Fixed Costs 

Break-even Point=- 

Contribution Rat o 

Computing the values from the pre¬ 
ceding table, in the above formula, we 
have, 

76.25 

Break-even Point*rr-rX 100 
26.4 

«*Rs 289.92 crores. 

Thus, the sales needed to produce a 


Rajender Kumar Thuau 

contribution equal to fixed expenses of 
Rs. 76.25 crores is Rs 289.92 crores. 
Above this level, profits will accure at the 
rate of Rs 26.4 for every R$ 100 additional 
sales. 


excise imposition 

The difference between the various ele¬ 
ments of the fibre value—which together 
makes up the cost price, manifests itself 
when a change takes place in the value of 
either the expanded fixed costs or the ex¬ 
pended variable costs. In the case of syn¬ 
thetic fibres, there exists a discrimination 
in price between the imported and the 
indigenous raw material i.e. caprolactum. 
This leads to the variation in total pro¬ 
duction costs of the fibres in respect of 
the producers using only one type of raw 
material. On the other hand, the synthe¬ 
tic fibre fabric industry is burdened with 
heavy excise impositions. The synthetic 
industry in fact had been expecting that 
the budget for 1975-76 would extend some 
relief to it in the excise burden at least 
on its raw material, which was imposed at 
50 per cent ad valorem in previous year’s 
supplementary budget. As a result of 
such high excise, the indigenous capro- 

Table I 

Objective Profit of Synthetic Fibre 
Industry for 1975-76 


(Selected 16 leading manufacturers) 


Head 

Value in 
(Rs lakhs) 

Figures in 
per cent 

Sales 

46721 

100.0 

Raw materials 

21491 

46.0 


25230 

54.0 

Purchases 

4345 

9.3 

Added value 

20885 

44.7 

Production labour 8597 

18.3 

Contribution 

11288 

26.4 

Fixed expenses 

7625 

16.3 

Profit/su plus 

3663 

10.1 


Source : Economic Times (November 16, 
1976) 
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lactum produced and marketed by the 
state-owned Gujarat State Fertiliser Cor¬ 
poration (GSFC) has been more than two 
and a half times the landed costs of im¬ 
ported material (inclusive of import 
duties and State Trading Corporation’s 
handling charges) as revealed in Table II. 

Table II 

Comparative Cost of Imported and Indi¬ 
genous Carpolactum in 1975-76. 

Per M/T 


Imported caprolactum 

(S 1000) 


Rs 

C.i.f. price 

8,000 

Import duty (75 %) 

6,000 

S.T.C’s charges (10%) 

800 

Total cost 

14,800 

Indigenous caprolactum 

per M/T 


Rs. 

Basic price 

23,000 

Excise duty (50%) 

11,500 

Sales tax & octroi (5%) 

1,725 

Total cost 

36,225 


Source : Modern Fibres 

While this difference in cost of raw 
material has to be taken into considera¬ 
tion for realization from the consumer, 
the main determinant would be the price 
differences based on relative p: ice elasti¬ 
city of demand of different customer 
types and fibre uses. This would lead 
to price discrimination; but, the govern¬ 
ment in conformity with the viable 
national pricing policy persuaded the 
spinners of different types of synthe¬ 
tic yam to evolve a uniform pricing 
arrangement with a view to arriving at 
uniform prices. 

The government of India asked the 
Tariff Commission to examine the cost 
structure of man-made fibre industry and 
prescribed uniform prices for different 
varieties of fibre. In the wake of this, 
a voluntary agreement was signed between 
weavers and spinners in 1970 which was 
renewed on September 6, 1973. The 
mutually agreed prices were set on the 
basis of landed cost of caprolactum. 

Various facts which tend to push up 
the cost of production of man-made 


fibres in India as compared to elsewhere 
are; 

1. Uneconomic size of plants ; The 
size of Indian nylon plants ranges from 
two to nine tonnes output per day. 
As compared to this, the USA, Japan and 
West Germany have giant plants produc¬ 
ing 250 to 400 tonnes of nylon per day. 
The economic plant size even in India is 
considered to be 40 tonnes per day. 

2. Indian nylon plants rely on 
imported raw materials to the extent of 70 
per cent. 

3. Increase in the international prices 
of raw materia] year after year: In 1970, 
the c.i.f. price of caprolactum was Rs 4000 
per tonne. Presently its price has increas¬ 
ed to Rs 8000 per tonne. 

4. High excise incidence pushes pro¬ 
duction cost of man-made fibres in India. 
The excise duties on various types of 
synthetic fibre yarns is reflected in 
Table III. 

It is obvious from Table III that 
the excise impositions have been almost 
doubled on most of the fibre varieties. 
This tendency adds up to the rising trend 
in the production costs of the fibre in¬ 
dustry. However, this trend has to be 
curbed to ease the price hikes in the inte¬ 
rest of the industry as well as the 
consumers. 

The analysis reveals that synthetic 
fibres and fabrics which in fact have be¬ 


come a common man 1 * wear carry some 
50 to 70 per cent of excise on gross price, 
varying from quality to quality and 
fabric to fabric. This has put the 
ultimate consumer as well as the manu¬ 
facturer under great strain. Studies of 
“consumer behaviour” have revealed that a 
consumer’s perception of a fabric’s quality 
varies directly with its price. In the case 
of synthetic fibres which face competi¬ 
tion from natural fibres, the price discri¬ 
mination, it is thought, has to be extem¬ 
poraneous and ad hoc. It is felt that the 
price discrimination should be allowed to 
the synthetic fibre manufacturers as it 
will be profitable to them because of two 
reasons: 

1. The industry has a high market 
take-off; and 

2. There exist various segments which 
exhibit different demand elasticities. 

Price discrimination, being the most 
pervasive element of marketing mix, will 
help the industry to recoup high fixed 
costs through a highr degree of plant 
utilization. It is suggested that the 
reduction in excise duties on caprolactum 
and yarns as such will help the industry 
to grow on a firm footing. No doubt, 
the annual budgets envisage the enlarge¬ 
ment of revenue but synthetic fibre indus¬ 
try, still being in a juvenile state, should 
be kept out of the purview of revenue- 
raising policy of the government. 

Bill 


Excise Duty as Imposed on Various Synthetic Yarns 


Type of yarn 

Old duty 
per kg 
(In Rs) 

Present 

duty including 

Rs 20 per kg on 
textured yarn 
(In Rs) 

Increase 

percentage 

Nylon yarn 

Below 35 denier 

42.00 

78.80 

87.6 

Between 35 and 80 denier 

37.00 

71.80 

94.1 

Between 80 and 110 ,, 

32.00 

64.80 

102.5 

Between 110 and 150 „ 

27.00 

57.80 

114.1 

Between 150 and 750 „ ' 

14.00 

39.60 

182.9 

Polyester yarn 

Below 30 deni?r 

55.00 

97.00 

76.4 

Between 30 and 75 denier 

50.00 

90.00 

80.0 

Between 75 and 100 „ 

45.00 

83.00 

84.4 

Between 100 and 750 „ 

35.00 

69.00 

97.1 
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Western worries over 


E.B< Brook 

The OECD has Issued A warning that failure to moderate current trends 
of energy usage will lead to even weaker economic growth, unemployment 
and, hence, to political Instability In the western world . Looking 
ahead ten years , the OECD secretariat predicts that demand for oil 
might by 1985 exceed the quantity that oil producers would be 
willing to make available . 


It is a characteristic of western Europeans 
generally and of their offspring, the Ameri- 
itetycans, to indulge in an inborn tendency 
to worry—that, more brutally expressed, 
they are happiest when they are miserable. 
The British are the world's champion 
grousers, the Germans cultivate ‘angst’ 
and the Americans fall easily into 
hysteria. 

The primary anxiety around which 
these doleful attitudes centre at present 
is worry about energy. If there is insuffi¬ 
cient industrial energy the other evils 
will overflow; unemployment will grow 
by leaps and bounds, inflation exceed all 
known limits and social security will begin 


plant, aware that it has very little coal 
and almost no other power resources. 
The Swedes, who recently turned the 
Socialists, out of office after some 40 years 
because of their almost entire dependence 
on nuclear power to move Sweden's indus¬ 
tries, are an exception but the Americans 
go for nuclear power as an energy source 
almost head on. 

The new administration in Washington 
has already pledeged itself to give high 
prority to a comprehensive energy policy; 
President Carter has promised ‘wide- 
ranging proposals’ within 90 days aimed 
at developing a national energy policy and 
has cancelled a plan to lift price controls 


WINDOW 

ON 

THE WORLD 


to totter. The great panacea to cure or 
diminish the effects of increasing oil 
prices, falling coal raisings and an antici¬ 
pated exhaustion of some major sources 
of natural gas in some twenty years’ time 
is seen in nuclear energy. 

Vainly environmentalists agitate against 
dangers of nuclear leaks to human and 
animal life and spoilation of scenery; pros¬ 
pects of European under-sea oil sources 
are held in doubt. The one source on which 
government—with the halting exception 
of the British government—place most of 
their faith is nuclear power. W. Germany 
builds nuclear power plants and defends 
them forcefully against protestors; France 
is slowly filling itself with nuclear 


on petrol as an earnest of his seriousness 
in reviewing the USA's energy situation. 
Trust in natural gas as an energy source 
has received a shock in the USA since 
industrial plants in many parts of the 
country have been obliged to close tem¬ 
porarily owing to gas shortages, laying 
off 200,000 workers just as the employ¬ 
ment-conscious president was taking 
office. 

In Europe the OECD, the economic 
organisation of 24 industrial nations, has 
issued a warning that failure to moderate 
current trends of energy usage will lead to 
even weaker economic growth, unemploy¬ 
ment and, hence, to political instability 
in the western world. Looking ahead ten 

m 


problems 

years, the OECD secretariat predicts that 
the demand for oil might, by 1985, exceed 
the quantity of crude that oil producers 
would be willing to make available if the 
consuming nations continued with present 
energy policies. 

The OECD is no more than repeating 
the warning given by the Shah of Iran in 
Vienna three years ago when he told 
journalists that the oil producers, includ¬ 
ing Iran, would not for ever produce 
oil for the western world to waste 
neary half of it frivolously or for 
purposes for which other energy 
sources could quite easily be found. The 
Shah, on that occasion, stressed that the 
oil producers, generally, preferred to see 
the technical skills of western Europe and 
the USA applied to oil so as to produce 
from it greater chemical benefits rather 
than carefreely to burn it up for pleasure 
purposes. There is no reason to doubt 
that the Shah was speaking seriously; 
similar remarks have been made by Saudi 
Arabia’s Sheikh Zamani and some other 
crude producers. 

American anxiety 

The OECD also shares American 
anxiety that proven reserves of natural 
gas and oil may, at the present rate of 
usage, begin to diminish towards the end 
of this century, of which we are already 
in the last quarter. The International 
Energy Agency adds its warning that the 
industrial world will face a very serious 
energy problem unless vigorous action is 
taken to diminish use of oil and to use it 
more productively. Any action taken 
now, the agency adds, would not become 
generally effective before another ten 
years. National action would be insuffi¬ 
cient; any improvement would need to 
be a concerted plan operated by all indus¬ 
trial nations. At the present rate of use, 
which is steadily increasing, the oil pro¬ 
ducers would be called on to provide 50.5 
million barrels of crude daily by 1985— 
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and even this huge consumption of reserves 
would be insufficient to meet the require¬ 
ments of major industrial states. If this 
growth of oil consumption continued, not 
only would standards of living begin t6 
fall but industrially developing states 
would find their programmes heavily set 
back. 

For these reasons, the OECD strongly 
advises its * memeber states to augment 
their nuclear power programmes consider¬ 
ably in order to hold oil imports down 
to just over 40 million barrels a day 
instead of a feared 50 million. Working 
on the general assumption that North 
Sea and other northern oil reserves will 
have passed their peak delivery before the 
end of this century, the OECD fears that 
by the next century, unless there is plan¬ 
ned conservation in the meantime, 
demands on the present major sources of 
oil could be beyond their capacity to 
fulfil at about that time. 

•nergy-saving measures 

Both the OECD and the US adminis¬ 
tration, the one only an adviser, the other 
with power to act, insist that energy must 
be priced at world levels and that govern¬ 
ments should apply such mandatory 
measures as speed limits, motor efficiency 
standards and insulation norms as well as 
offering incentives to industries to invest 
in energy-saving equipment. 

All these panacea are much easier to 
advise than to put into practice. Speed 
limits would need policing far beyond the 
capabilities of any modern police force or 
related auto-control branch. Man bent 
on pleasure or profit is a selfish animal 
and would only laugh at talk of an energy 
crisis. No auto manufacturer would 
agree that his product lacked the highest 
efficiency standards and incentives to 
industry tend to disappear as an adjunct 
to profits. Good advice drawn up by 
statisticians and bureaucrats, however, 
precise and correct, is likely to remain on 
paper. 

The future looks, therefore, as if it lies 
with the nuclear power industry. So far, 
its only serious impediment has its source 
in public alarm about the effects of 
nuclear leaks and accidents. The press 
has kept the public fully informed 
as to even the most minor of these 


events; as a result the latest, most potent 
and cleanest source of industrial and 
other power moves under the same cloud 
as hung over locomotives about a century 
ago and over motor vehicles sixty years 
ago. Even if some demands for speed in 
developing nuclear power stations appear 
more alarmist than justified, it seems 
reasonable to conclude from all evidence 
so far available that the present rate of 
using natural gas and oil combined with 
international disinclination to work at 
the dangerous industry of coal mining is 
pushing a good half of the world into a 
position of Hobson’s choice about ex¬ 
panding nuclear energy programmes and 
of carrying them through fairly speedly. 

There is, however, need for caution on 
many grounds. Some areas of politics, 
public distrust, environmental considera¬ 
tions and the possibility of coal providing 
much more power than it is at present 
doing are not considerations lightly to be 
brushed aside. There is also the consi¬ 
deration whether world industrial produc¬ 
tion will actually grow as fast and make 
such heavy demands on power as some peo¬ 
ple have calculated. A Ford Foundation 
study some two years ago cast consider¬ 
able doubt on the USA’s probable rate of 
industrial growth and this doubt has been 
repeated more recently by one of the 


United State’s most distinguished nuclear 
scientists, Dr A. Weinberg. He consi¬ 
ders that industrial growth and industrial 
energy consumption in the USA over the 
next 35 years—-roughly the same period 
as the OECD has pondered—may be as 
slow as 1£ per cent per year. Further, he 
considers that any growth in the US indus¬ 
trial power requirement could be amply 
met by developing the nation’s immense 
coal reserves. 

Too swift an advance in nuclear power 
stations’ expansion would undoubtedly 
cause public distrust; any accidents would 
be likely to be exaggerated in consequence 
out of all proportion. Even more suspect 
are long-term cumulations by interna¬ 
tional organisations, especially if they 
produce startling findings. The British 
are hesitating over their nuclear pro¬ 
gramme and thankfully resting on North 
Sea oil prospects; the Swedes have thrown 
a powerful government out of office 
very largely because it was proposing to 
go ahead with reliance on nuclear power 
too fast for the average citizen. In the 
USA, warning voices may deter acceptance 
of all the claims of a high pressure 
nuclear lobby. Despite all its well-known 
defects in dirt, danger and relative clumsi¬ 
ness, coal—a source of power and warmth 
for centuries—may yet have another day. 
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WINDOW ON THE WORLD 

US business and financial conditions 


The Carter administration has taken office with the US economy well 
positioned for an extended period of growth, say the January Issue 
of the Morgan Guaranty Trust Co. Survey . It believes the stage Is set 
for what could be a long stretch of good times for the US economy. 


Recent statistics confirm that among the 
incoming administration’s bundle of in¬ 
heritance is an economy well positioned 
for an extended period of growth. 

December brought impressive gains 
nearly all across the board—in industrial 
production (up sharply for the second 
straight month and nearly 7 per cent above 
a year earlier), in personal income (the 
biggest advance in eighteen months), in 
retail sales (boosted by record Christmas 
trade), and in housing starts (up 13 percent 
from November and 50 per cent above 
a year earlier). 

Even the mid-January report on fourth 
quarter GNP, showing “real 1 ’ growth 
of 3.0 per cent as against 3.9 per cent 
in the third quarter, is not so disappoint¬ 
ing as it might appear on the surface. 
Work stoppages in auto and other key 
industries in October and November 
dampened the overall performance, but 
the quarter ended on a strong upbeat. 
More importantly, the sub-par rate of 
growth in the final three months of 1976 
was mostly due to a halving in the rate 
(compared with the third quarter) at 
which businessmen built inventories. 
And a lot of that smaller inventory in¬ 
vestment clearly was involuntary, reflect¬ 
ing a strong burst of retail buying at a 
time when businessmen, whose attitudes 
until recently at least have been marked 
by caution, were in relatively low gear 
with production operations. 

inventory investment 

Variations in the rate of inventory invest¬ 
ment (the difference between GNP and 
final sales) have been primarily responsible 
for the ups and downs of growth in GNP. 
Given the recent strong pace of retail 
sales, there's a strong probability that 
businessmen will decide to step up the 
rate of inventory accumulation to more 
normal levels. This would give an im¬ 


portant lift to production and jobs in the 
weeks and months ahead. 

A continued spending mood by con¬ 
sumers is a vital prerequisite, of course. 
The key to such a mood in the past has 
been the trend of aggregate real after¬ 
tax income. After sagging in the third 
quarter (to less than a one per cent annual 
rate of growth), such income climbed at 
an annual rate of 3.7 per cent during the 
fourth quarter as a whole and was un¬ 
questionably growing even more rapidly 
as the quarter ended. 

a jarring note 

Deep-freeze conditions in the eastern 
half of the US, however, are compli¬ 
cating the outlook for consumer spend¬ 
ing. Frigid weather could keep shoppers 
at home, and heating bills, which have 
soared lately, will mean that less money 
will be available to spend on other things. 
Shortages of natural gas, meanwhile, have 
brought layoffs of thousands of workers— 
cutting their paychecks—with more cur¬ 
tailments ahead if the cold wave continues. 
Weather, thus; has suddenly introduced a 
jarring note in the near-term business 
outlook. 

For the moment, the negative poten¬ 
tial of weather distortions is being over¬ 
whelmed in analysts’ assessments of the 
outlook by the Carter administration's 
decision to try to accelerate economic 
growth with fiscal stimulus. The Carter 
package amounts to $25 billion to $32 
billion over two years, including $7 billion 
to $11 billion in tax rebates and special 
one-time payments to groups like social 
security recipients. 

For 1977, the stimulative thrust would 
by no means be evenly spaced over the 
full year. Rather, it is front-loaded, 
with maximum effect in terms of buttres¬ 
sing real after-tax income to be felt in 
the spring and early summer, something 


which suggests the distinct possibility of 
a sizable spurt in economic activity for 
the second and third quarters. 

The exact shape of the package, to be 
sure, is not yet decided. Indeed, Carter 
spokesmen have indicated that its various 
parts can—and probably will—be adjusted 
as the economic scene unfold. In fact, 
the current package originally was ham¬ 
mered out a month or so ago when the 
economic skies were less bright than they 
are now. Still the fiscal package can be 
considered a sort of modest insurance 
policy against the economy bogging down 
(modest in the sense that a $30 billion 
package over two years in itself is not 
likely to change drastically the course of 
an economy pushing toward $2 trillion 
in size). What is most important is 
that the over-all impact of the package— 
as it is finally approved by Congress will— 
not weaken the still fragile resurgence in 
business and consumer confidence by 
generating fears of worsening inflation. 

added fiscal stimulus 

While too much should not be made of 
it, it is, perhaps, significant that credit 
markets reacted with some concern when 
news of the Carter package flashed across 
the news tickers early this month. The 
prospect of added fiscal stimulus—at 
the expense of a sizably enlarged federal 
budget deficit this year—contributed to 
a backing up in interest rates. The rise 
was accentuated by the brightening econo¬ 
mic picture and by a quickening pace of 
expansion in the monetary aggregates as 
1976 ended. 

Treasury bill rates, which in December 
had gotten down to 4.3 per cent (lowest in 
four years), by the third week of this 
month had climbed back up to nearly 4.7 
per cent. And corporate and government 
bond yields showed a similar upswing. 
Federal Reserve Credit policy, all the while, 
has shown no appreciable change. Hie 
"barometer" of such policy—the Federal 
funds rate—has fluctuated around 4$ per 
cent since early December. 

What the backing up in interest rates 
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shows, quite clearly, is that government 
policy makers tread a narrow path. Their 
pronouncements bring actions—and 
reactions—as markets interpret the 
potential impact of such policies on 
demands for credit and ultimately on in¬ 
flation. 

As 1977 began, monetary aggregates 
were at or above the top side of the range 
targeted by the Federal Reserve. Many 
money-market analysts think the late 1976 
bulge in the aggregates was temporary 
and growth soon will slow. 

If growth in the money supply does not, 
in fact, slow, the monetary authorities 
will face a difficult choice: either to move 
against that trend by raising the funds 


rateor to move the targets for money 
growth up again to levels they themselves 
have characterised as inflationary. Ironi¬ 
cally, any upward move in money targets 
would come at a time when existing 
targets have been rather broadly accepted. 
Recently, for example, a subcommittee of 
the House Banking Committee recommed- 
ed as a monetary target an M t growth rate 
in the four per cent to six per cent range 
—actually a bit lower than 4£> per cent- 
6£ per cent target range set by mone— 
tary authorities between the summer of 
1976 and the summer of this year. 

The task facing the monetary authori¬ 
ties, thus, is a delicate one: to continue 
to accommodate an aecelerated recovery 


without letting the aggregates blossom 
out in a way that would damage their 
own credibility and threaten longer-range 
stability. 

But, early in the new year, the economic 
picture is quite solid, and problems as yet 
are in the distance. The pace of inflation 
(consumer prices in 1976, up 4.8 per cent, 
showed the smallest rise in four years) is 
relatively reassuring. Industry has no 
capacity or bottleneck problems—with 
the obvious exception of the natural gas 
shortage. Corporations’ financial strength 
has grown considerably in the last eighteen 
months. In short, the stage is set for 
what could be a long stretch of good 
times. 


Mixed performance of 

Canadian economy 


The year 1976 has been a record year for house-building activity for Canada , 
says the Business Review of the Bank of Montreal in Its January Issue . The 
energy outlook however seems to have lost a great deal of Its lustre since 
the discoveries of oil and gas In readily accessible regions were not as 
large as expected. 


The economic news present a mixed bag 
of pluses and minuses. On the positive 
sibe retail sales have been on a strong 
uptrend throughout the autumn, register¬ 
ing increases in the three months ended 
in October of 0.5 per cent, 0.3 per cent and 
1.5 per cent respectively. Housing starts 
which had been sagging rose very steeply 
in November to an annual rate of over 
300,000 units, the second highest rate for 
any month in 1976. This almost ensures 
that 1976 will be a record year for house¬ 
building activity. Finally the rise in the 
consumer price index in November was 
only 0.3 per cent with the 12 month in¬ 
crease down to 5.6 per cent, the lowest in 
four years. Once again a decline in food 
prices partially offset increases in the non¬ 
food sector. However, the rate of advance 
in the latter area has slowed somewhat 
in recent months. 

On the less favourable side, industrial 
production in October declined for the 
second month in a row and while the 
unemployment rate in November fell to 


7.3 per cent from October’s 7.6 per cent 
peak, this simply reflected a withdrawal 
of workers from the labour force. Em¬ 
ployment, in fact, declined in November. 
Consequently, the employment rate (the 
percentage of the civilian population age 
15 and over with a job) declined for the 
third consecutive month to 56.3 per cent. 

December readings appear to confirm 
the continuation of the sluggish pace of 
advance that has been evident since early 
in the year. National account statistics 
released early in December reveal that 
the annualised volume gain in the third 
quarter in, overall production of goods 
and services was only 3.4 per cent. 
Although up from the slight gain in the 
second quarter, the advance was still 
well below the economy *s"potential. 

With profits continuing to turn in a 
dismal performance—in fact showing a 
ycar-over-year decline of four per cent in 
the third quarter—it is small wonder that 
activity in the investment sector has been 
extremely depressed this year. Strikes 


were an additional negative factor in the 
summer quarter and real total capital 
spending in this period fell at a very dis¬ 
turbing annual rate of 16 per cent. The 
decline in non-residential construction and 
in spending on machinery and equipment 
was even more pronounced. 

In the foreign trade area, export growth 
slowed from the sharp gains registered 
earlier in the year. Imports, however, 
actually fell for the first time in a year. 
As a result, there was a further improve¬ 
ment in Canada’s trade position. The 
current account deficit, on a national 
accounts basis, declined from an annual 
rate of 85.3 billion in the second quarter 
to S3.3 billion in the third. 

In spite of the news of this improve¬ 
ment, there was a sharp fall in the dollar 
after mid November. Until November 
record-high long-term capital inflows 
had offset a huge deficit in trade in goods 
and services and despite widespread fore¬ 
casts of a decline, the dollar had traded 
at a premium of two to three per cent 
over the US unit. Then, triggered by 
the uncertainties which followed the 
election on November 15 of an avowed 
separatist government in the province of 
Quebec, the dollar fell by nearly 6c. in a 
few weeks time. In an attempt to temper 
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the decline the Bank of Canada sold $803 
million US out of the exchange fund 
during November—most of it apparently 
in the last week of the month. This large 
amount was roughly 14 per cent of 
total reserves. By mid Deccember, 
however, the dollar appeared to have 
stabilised and was trading in the 97£~98£ 
US $ range. 

A few years ago Canada considered 
itself in the very favourable position of 
having abundant supplies of all major 
energy resources, oil, gas, coal and elec¬ 
tricity, at a time when nearly all other 
major western industrialised nations were 
heavily dependent on energy from sources 
outside their own borders. 

In the last three years, however, Cana¬ 
da’s energy outlook has lost a great deal 
of its lustre since new discoveries of oil 
and gas in readily accessible regions and 
in frontier areas were not anywhere near 
as large as expected. Furthermore, huge 
cost increases for such energy projects as 
the James Bay hydro development and the 
Syncrude tar sands plant have also con¬ 
tributed to the erosion of the belief in 
inexpensive and plentiful domestic energy 
supplies. 

sharp turnaround 

The apparent abundance of energy in 
the past together with aggressive market¬ 
ing policies resulted in significant increase 
in energy exports during the sixties. By 
1968 Canada was a net exporter, in dollar 
terms, and the surplus of trade in energy 
commodities reached a peak of $1.7 billion 
in 1974. The following year, however, the 
surplus fell to $1.2 billion as oil exports 
were cut back and Canada again became 
a net importer of oil. Since the volume of 
gas exports is also headed down, only 
fast-rising gas export prices will prevent 
Canada’s swift return to a position 
of a net importer of total energy. 
This will likely take place by the mid 
1980’s and because of the large dollar 
amounts involved this sharp turna¬ 
round could have serious implications for 
Canada’s balance of payments. 

In view of these disturbing developments 
in the domestic energy outlook, a review 
of the energy situation and some of the 
options Canada faces appears appropriate. 

During the sixties and early years of the 


seventies. Canadian crude oil production 
increased rapidly. Output more than dou¬ 
bled betweea 1960 and 1969 and reached 
a peak level of 636 million barrels in 1973. 
Production fell of in the next two years, 
dropping by more than 20 per cent from 
this record level as a result of a decline 
in the producibility of reservoirs and be¬ 
cause of federal government initiatives 
to reduce exports. 

historical perspective 

Historically, the Canadian petroleum 
industrry has been strongly export orient¬ 
ed. However, following the Arab oil em¬ 
bargo during late 1973 and early 1974 
and, with a steady decline in Canadian 
oil reserves, the federal government 
moved to cut back exports and redirect 
them to eastern Canada which, until 1976, 
had been supplied by offshore sources. To 
this end a pipeline was completed last 
year linking Sarnia, the eastern terminus 
of pipelines from the west, to Montreal. 
As a result of these measures, crude oil 
exports to the United States will have 
fallen from a high of over 1.1 million 
barrels a day in 1973 to a scheduled level 
of 305,000 in January 1977, and by 1981, 
according to government plans, crude oil 
exports will be virtually eliminated. 

Paralleling the swift rise in petroleum 
production, proved conventional reserves 
of oil rose annually from 1947, when the 
first major strike was made at Leduc, 
Alberta. Since 1969, however, proved 
reserves have been following a downward 
cou- se and the reserve life index (proved 
reserves at end of year divided by pro¬ 
duction in that year) dwindled to 12 years 
in 1975 from a high of 24 years in 1966. 

While conventional reserves arc quickly 
being depleted, the potential for non- 
conventional oil from the tar sands in 
western Canada is immense. The Alberta 
Energy Resources Conservation Board 
estimates that in the Athabasca region 
alone some 26.5 billion barrels of synthe-. 
tic crude oil could be recovered with pre¬ 
sent technology. This huge amount is 
equivalent to about four times total 
Canadian conventional reserves in 1975 
and there is a good possibility that inten¬ 
sifying research and development in the 
area of oil recovery from tar sands could 
increase this total markedly. 

However, there have been massive in¬ 


creases in the cost of building facilities 
to extract the oil and only one plant is 
currently operating in the tar sands. 
Production averaged about 42,000 barrels 
per day in 1976, or about three per cent 
of total domestic output. A second plant, 
now under construction, will have a capa¬ 
city of 125,000 barrels daily by 1978. 

Despite optimitic hopes in the early 
seventies, there have been no recent com¬ 
mercial-size discoveries of crude oil in 
offshore or frontier areas, although active 
exploration continues, particularly in the 
Arctic and Mackenzie Delta. 

On the demand side, the Federal Depart¬ 
ment of Energy, Mines and Resources 
(EMR) recently published several oil de¬ 
mand forecasts based on different com¬ 
binations of assumptions concerning 
economic growth and domestic oil prices. 
In the present circumstances, their fore¬ 
cast based on lower-than-prcvious eco¬ 
nomic growth and high domestic oil prices 
would seem most appropriate. It shows 
demand growing at about three per cent 
per year over the period 1976-1990. This 
forecast increase is less than that for total 
energy demand and, consequently, crude 
oil will decline in relative importance as 
a primary energy source in Canada, from 
satisfying 44 per cent of total requirement 
in 1975 to 40 per cent in 1990. Neverthe¬ 
less, with domestic supplies expected to 
remain constant or decline until the late 
1980*s, Canada will become increasingly 
dependent on foreign sources and will by 
1985, according to EMR estimates, have 
to import 950,000 barrels a day or 40 per 
cent of total domestic oil requirements. 

gas exports 

Natural gas production has increased at 
an even faster pace than crude oil output, 
growing at a 17.6 per cent average annual 
rate between 1950 and 1973. Exports also 
have grown at a swift pace and reached a 
record 1,037 billion cubic feet (BCF) 
in 1973, amounting to 42 per cent of 
domestic production. Since then, however, 
gas exports have declined, mainly because 
of an unexpected decrease in deliverability 
from reservoirs in northern British Colum¬ 
bia although government policy has also 
played a part. 

In order to preserve domestic supplies 
of natural gas, the National Energy Board 
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(NEB) has followed a policy of not issuing 
any new export licences unless proved 
reserves of gas exceed 25 times the pro¬ 
jected total demand for Canadian gas four 
years into the future. With reserves in 
non-frontier areas having shown little 
increase in recent years, no new export 
licences have been granted since 
August 1970 but under licences granted 
prior to-that date, the volume of gas 
exports could continue at 1,023 BCF a 
year (41 per cent of 1975 production) 
until 1981 before gradually falling off 
through the remainder of that de¬ 
cade. 

A considerable disparity of view exists 
about the extent of reserves in both the 
conventional-producing areas and in the 
frontier areas. The NEB tends to take a 
conservative view and estimates the life 
index of gas in conventional areas to be 
between 23 and 24 years. Although gas 
deliverability from currently producing 
wells is expected to decline after 1976, 
the NEB expects that, with the present 
level of drilling activity in Alberta, deli¬ 
verability in the conventional-producing 
areas could be boosted from the current 


2,500 BCF/year to about 3,000 BCF/year 
by 1980. 

If the gas demand projections developed 
by EMR of about six per cent average 
annual growth during the period 1975-1980 
and four per cent annual growth 1980- 
1990 are matched with the NEB deliver- 
ability forecast, it becomes apparent that 
gas supplies will not meet contracted 
exports and domestic demand after 1976 
unless this increase in deliverability is 
achieved. If these new reserves are added 
at the rate expected by the NEB a short¬ 
fall should not be experienced until 
1983. It should be noted, however, that 
because of the inadequacy of pipeline 
capacity and what are considered unusual 
circumstances—slow economic growth 
and mild winters, for example—demand 
growth in 1975 and 1976 was almost zero. 

A short-term solution to the approach¬ 
ing gas shortage, therefore, would be to 
increase deliverability in Alberta through 
drilling and various other technical pro¬ 
cedures and submissions to the NEB 
suggest that the possibility of upgrading 
deliverability in the conventional areas is 
good. 


A longer-term solution is to tap reserves 
in Canada's northern regions and while 
proved reserves in these areas do not yet 
warrant apipe line there appear to be good 
reason to expect that sufficient reserves 
will be found. The impact of frontier gas on 
Canada's supply/demand balance shows 
that gas from the Mackenzie Delta-Beau- 
fort Sea reserves could meet domestic 
demand and licensed exports until about 
1992 while gas from the Arctic islands 
could also markedly boost supplies. 

At present there are five interrelated 
pipeline proposals for transporting nor¬ 
thern gas from Alaska and the Canadian 
Arctic to southern markets. The United 
States is expected to decide the preference 
for the transportation route for gas from 
the north slope of Alaska by mid-1977. 

The conditions under which a pipeline 
could be built are complicated by the 
environmental aspects of construction in 
permafrost and by the claims of the native 
inhabitants of the pipeline corridor to 
land title. These questions are currently 
the subject of an exhaustive investigation 
by the Mackenzie Valley Pipeline 
Inquiry. 
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"Defector", "traitor", 

“betrayal”, “stab in the back”—these 
abuses have been hurled at Mr Jagji van Ram 
or his act of bidding ta ta to Mrs Gandhi 
and her coterie by the high and the low, by 
all and sundry in the ruling Congress party. 
What is this tirade if it is not character 
assassination? How is it then that Mrs 
Gandhi has said or done nothing to stop 
this verbal diarrhoea of her followers? Her 
behaviour is all the more strange in the 
light of her declaring again and again that 
“she will not allow”—a characteristic 
phrase this—false allegations, abuse and 
slander in the election campaign. Is 
she making only a veiled threat to 
the opposition, or has she the slightest 
intention of delivering an equal admoni¬ 
tion to her own partymen to behave 
themselves? In any case, how did Sama - 
char and AH India Radio come to use the 
verb “defect” in characterising Mr 
Jagjivan Ram’s departure from the central 
government or the ruling party? Those 
who are the common inspiration behind 
these captive organizations* choice of 
words perhaps pride themselves on their 
ancestry—“When I use a word”, Humpty 
Dumpty said in a rather scornful tone, 
“it means just what I choose it to mean 
—neither more nor less.” 

The COD says that “defection” means 
“falling away from allegiance to leader, 
party, religion or duty; desertion, apos¬ 
tasy”. “Defection”, thus, is a term which 
has overtones of feudal, political or religi¬ 
ous authoritarianism. It is just not applic¬ 
able to the act of a minister in a govern¬ 
ment in a parliamentary democracy leaving 
office because he no longer sees eye to eye 
with the prime minister on matters of 
policy, or a politician giving up member¬ 
ship of a political party because he has 
lost confidence in its leadership. A minis¬ 
ter, moreover, does not owe “allegiance” 
to the prime minister. He is no doubt 
chosen by the prime minister for office. 


but this is normally because he has 
or ought to have a certain status in 
the party having a majority in parlia¬ 
ment (from which the prime minister also 
derives title to office). His ministership is 
basically a function of his membership of 
the party in parliament. Since the prime 
minister has dissolved the Lok Sabha, the 
“party” to which Mr Jagjivan Ram may 
be said to have owed “allegiance” has 
vanished into thin air. 

The obligations of a 

minister towards the prime minister are 
clear enough. He should support and, in 
his own sphere, carry out the policies of 
the government of which the prime 
minister is the head—and he should leave 
the government the moment he feels that 
he cannot support those policies or make 
himself responsible for giving effect to any 
of them. The mere fact that he resigns at a 
time when his resignation causes embarrass¬ 
ment to the prime minister or damage to 
her political interests does not entitle his 
political opponents or critics to call him 
a defector. As for the charge of “traitor”, 
the oath of office which a minister takes 
does not swear him to allegiance to the 
prime minister or his party and, so far as I 
am aware, the ruling Congress has not yet 
thought of prescribing any “oath of alle¬ 
giance” as a condition of membership. 
Incidentally, when the term “traitor” is 
used about Mr Jagjivan Ram by Mrs 
Gandhi’s more fanatical supporters, 
what precisely is meant: that he is guilty 
of “treachery” simply or, perhaps, of 
“treason’*, high or low? 

Delhi is more than 

usually rumour-ridden now—which is only 
to be expected. One bit of gossip has it 
that a certain venerable central minister, 
very much addicted to astrology, believes 
that the ruling party will secure 425 seats 
(add or'take away a few). This is on the 
strength of his reading of the planets as of 
when'the prime ministerjmade her election 


MOVING 
FINGER 
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aunouncement.jHe reserves, however, the 
right to review his prediction on or after 
February 22. Perhaps he is providing for 
the planets, or some of them changing 
sides meanwhile. One of them (Mr Jag¬ 
jivan Ram), in any case, has clearly 
shifted. That many more, or even a few 
more will also do so seems unlikely. 
Quite possibly, planets may look to 
astrologers for guidance as much as astro¬ 
logers may be looking up to them. Astro¬ 
logy apart, Mr Jagjivan Rani’s initiative 
does not seem like succeeding in inducing 
a major schism in the higher echelons of 
the Congress party. The chief ministers 
have remained stolidly unimpressed. 

Among the rank-and-file however, there 
may be more restiveness. This could 
create some road blocks for the ruling 
party juggernaut when electioneering gets 
going. Mrs Gandhi’s advisers, of course, 
are leaving nothing to chance. The rallies 
at her residence once again bear the stamp 
of demagogy on them; so do the tactics 
that are being resorted to for mobilising 
attendance at public meetings addressed 
by her. These arc clear signs that the 
election strategists of the ruling party re¬ 
alise that there may not be an Indira wave 
this time. Only a few days ago Mrs Gandhi 
complacently described her bid for a 
general election as an exercise in expressing 
or demonstrating her trust in the people, 
but it is rapidly becoming a question of 
who trusts whom and to what extent. 


Mr MorarjiDesai should 

watch his steps. Immediately after his 
release from detention, he was overflowing 
with enthusiasm for a free and indepen¬ 
dent press. In that exalted state of mind, 
he even declared that he wanted the 
press to be free even to abuse him 
to its heart’s content. A few days ago, 
defending the denial of governnent adver¬ 
tisements to The Times of India when he 
was chief minister, he said that this was 
done because that newspaper was indulg¬ 
ing in personal attacks. The truth is that 
politicians, especially when they are in 
authority, are never quite easy in their 
relations with the press. Most of the 
time they seek to make the rules by 


which the game, ac¬ 
cording , to them, 
must be played. This 
was true also of 
Rajaji. 
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An Eastern Economist feature 


Mother Machines for Prosperity 


On threshold of new breakthrough 

Dr S. M. Patil 


Every artifact of modern civilisation is 
made on machine tools or on machines 
made by machine tools. Hence a machine 
tool is known as the “mother machine” 
that produces other machines. A machine 
tool industry is essentiat for prosperity 
in peace time, and for a country’s defence 
in times of war. 

The machine tool industry is a capital- 
intensive industry, and private capital of 
that order was hard to come by when 
India became independent. Also, not sur¬ 
prisingly, the private sector, goaded by 
a get-rich-quick philosophy, shied away 
from such ventures because of their long 
gestation periods. The only solution, 
therefore, was for the government to take 
it up. 

The government launched early after 
independence a major effort to develop a 
number of basic and capital goods indus¬ 
tries in the country, including the machine 
tool industry. Thus was born Hindustan 
Machine Tools Limited in 1953. A keen 
student of HMT’s history in the last 23 
years will without doubt see the justi¬ 
fication of the decision in the fact that 
HMT has more than lived up to the ex¬ 
pectations of the planners. 

major undertaking 

Hindustan Machine Tools is one of the 
four major public sector undertakings in 
India today in the engineering industries 
field. Besides, there are 175 firms in the 
organised private sector and 303 in the 
small scale sector. By virtue of its pre¬ 
eminent position in the machine toot 
industry in India, any history of this 
industry has necessarily to be intertwined 
with the history, of HMT, However, let 

Dr S.M. Patil is the chairman and managing 
director, Hindustan Machine Tools Limited, 
Bangalore. 


us have a look at the industry’s birth, 
growth, and the promise it holds, before 
recording HMT’s performance. 

The rate of production of machine tools 
in India before world war II is estimated 
at about 100 numbers a year. However, 
during the second world war, production 
more than doubled. According to the 
reports of the Machine Tool Panel set up 
by the government of India, about 
20,000 machine tools, valued roughly at 
Rs 60 million were built in India during 
the six years of the second world war, 
between 1939 and 1945. The end .of the 
war, however, saw the machine tool 
industry in doldrums, as imported 
machine tools were again freely available 
and the demand for Indian machine tools 
declined steeply. Consequently, the pro¬ 
duction of machine tools in the country 
touched a low level of Rs 2.9 million in 
1950, as compared to the peak ofRs 11 
million m 1945. 

pre-war situation 

The Tariff Board undertook an enquiry 
into the condition of the machine tool 
industry during 1946-47. )Vhen its report 
came out, there were 22 Jnanufaclurers of 
graded machine tools in the undivided 
India, eight of which were situated in 
Bengal and eight in Punjab, five in the 
then Bombay province and one in the 
erstwhile Mysore state. These firms were 
making simple types of centre lathes, 
drilling machines, shaping machines, 
planing machines, punching and shearing 
machines and simple, mechanical light 
duty presses. 

The industry suffered a further setback 
after partition. In 1951, there were only 
14 manufacturers of graded machine tools 
in India. The total opacity of produc¬ 
tion of these firms was estimated at 3,000 


machine tools per annum, valued roughly 
at Rs 2.7 million. 

It was at this stage, when the machine 
tool industry was almost collapsing, that 
independent India seriously considered 
establishing the machine tool industry in 
a big way. The result, as we have noted 
already, was the establishment of Hindus¬ 
tan Machine Tools. Since then the deve¬ 
lopment and growth of the indigenous 
machine tool industry has been spectacular. 

stupendous growth 

During 1956-57, just 1 about the 
time when HMT entered the machine 
tool market, the country produced 
machine tools worth about Rs 11 million 
while imports cost us Rs 85 million. Ten 
years later, by 1966-67, the production 
had reached Rs 285 million. In spite of 
this stupendous growth, imports of 
machine tools exceeded indigenous pro¬ 
duction and accounted for 60 per cent of 
the total requirements of the country, 
valued at over Rs 430 million. 

During the neyt eight years, however, 
the nation’s machine tool industry regis¬ 
tered a very creditable performance and 
reached an output of Rs 1,050 million in 
1975-76 with imports dwindling down to 
20 per cent of the total requirements. Of 
the .aggregate output of machine tools, 
HMT’s contribution during 1975-76 was 
about Rs 500 million. There are now 115 
machine tool firms in the public and 
private sectors with an annual installed 
capacity of Rs 1,030 million. The total 
licensed capacity in this sector is of the 
order of Rs 1,300 million and licences 
and letters of intent have been already 
issued by the government of India for an 
additional capacity of about Rs 270 
million. 

The draft fifth Plan projection for the 
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machine tool industry indicates an overall 
capacity of Rs 1,600 million by 1978-79 
and production worth Rs 1,370 million. 
Today, indigenous production meets nearly 
80 per cent of the country’s machine 
tool requirement, as against 10 per cent 
in 1955. Production has risen from less 
than Rs 10 million to nearly Rs 1,000 
million—a 100-fold increase in 20 years. 
HMT accounts for half of this! 

Apart from the quantitative increase in 
production, there has also been qualita¬ 
tive diversification in the range of 
machine tools produced in the country. 
The industry today manufactures a wide 
variety of general purpose machine tools 
as well as specialised types like the single 
and multi-spindle automatics, drum 
turrets, copying lathes, horizontal boring 
machines, vertical boring mills, bed-type 
milling machines, gear hobbers, gear 
shapers, unit heads, special purpose 
machines, transfer-lines, a wide range of 
presses, including heavy duty presses, and 
heavy types of other sheet metal machi¬ 
nery, varieties of plastic processing 
machines, die-casting and plastic injection 
moulding machines, etc. 

Imports of machine tools are confined 


today to special and very heavy duty 
types and high precision machines like 
jig boring, thread grinding, gear grinding, 
spiral bevel generating machines, gear, 
shaping machines, etc. In the manufacture 
of these items, not only considerable out¬ 
lay of capital and high level of technology 
are involved, but the level of domestic 
demand does not justify setting up of the 
production capacities for these items. 

The estimated value of machine tools 
produced throughout the world in 1973 
was 810.65 billion, an increase of 25 
per cent from the 1972 level. According 
to the 1973 annual survey of production, 
export and import of machine tools con¬ 
ducted by the “American Machinist” 
magazine, India ranks 16 among the 31 
principal machine tool manufacturing 
countries of the world. 

Hindustan Machine Tools alone has 
30 new designs to its credit. Modernisa¬ 
tion of designs of machine tools is a 
continuous process, and in this the Central 
Machine Tool Institute (CMT1), Banga¬ 
lore, which was set up by the govern¬ 
ment of India with the main objective 
of carrying out research, design and deve¬ 
lopment of machine tools, is energetically 


assisting the various machine tool UMUBti» 
facturers in the country. Large machine 
tool builders, like the Hindustan Machine 
Tools, have developed a firm oonvictiqn 
that despite all handicaps it is possible to 
master the latest trends in technology and 
incorporate them in productive activities. 
HMT, in collaboration with CMTI» is 
striving hard for the last two or three 
years to master the latest technology in 
machine tool design by introducing the 
numerical controls for some of their 
machines. 

It is thus seen how important the 
machine tool industry is to the economic 
development of a country through indus¬ 
trialisation. What is the contribution of 
the public sector—in effect HMT—to 
this? In 1975-76, HMT’s production of 
machine tools alone has hit an all-time 
high of Rs 500 million. Its other products 
contributed another Rs 340 million. And 
the country’s exports were worth Rs 44 
million. How HMT attained this stature 
is a fascinating story. It has grown from 
a single product, single-unit company 
into a multi-product, multi-unit complex 
of international standing, and is serving 
the twin objectives of growth with profit 
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and fulfilment of social obliga¬ 
tions. 

Hindustan Machine Tools has spread 
its wings all over India from Kerala to 
Kashmir. It has factories in Rajasthan, 
Andhra Pradesh and Haryana. In Banga¬ 
lore, we have two watch units and two 
machine tool units. The product com¬ 
position too, is wide and varied. Apart 
from a variety of machine tools, HMT 
makes watches, printing presses and 
tractors. In its nine factories in six states. 
HMT employs some 20,000 people, over 
8,000 of them in Bangalore alone. This 
gives an idea of the employment oppor¬ 
tunities HMT has opened up, besides, 
of course, the technological competence 
and the large core of specialist reservoir 
of man-power it has built, which have 
gone into building the Indian economy. 

Another significant contribution HMT 
is making is encouraging entre¬ 
preneurship. HMT’s Bangalore complex- 
itself has built up an industrial estate 
to ensure a supply of fully reliable, high 
quality components. The annual turn over 
of the estate now equals a crore of 
rupees, and the enterepreneurs have 
graduated from working almost exclusi¬ 
vely for HMT to soliciting and executing 
orders from other manufacturers also. The 


company's project consultancy wing pro¬ 
vides total engineering services for setting 
up small units to make machine tools. 
Such projects are coming up in Mysore, 
Bhavnagar (Gujarat) and Ranipet (Tamil 
Nadu), in addition to the one working in 
Quilon (Kerala). 

Last year, a concrete step in the sharing 
of India’s know-how in machine tool 
technology with the other developing 
nations was taken when the UN Indus¬ 
trial Development Organization (UNIDO) 
held a 10-day workshop in cooperation 
with HMT on machine tools. The work¬ 
shop, held in Bangalore and in which 
delegates from 14 developing countries of 
Asia, Africa and Latin America partici¬ 
pated, provided an opportunity for 
identifying areas for technology transfer 
based primarily on the needs of the 
recipient country. Machine tools being 
indispensable for any industry, whether 
manufacturing agricultural machinery or 
aircraft parts, the UNIDO-HMT work¬ 
shop has led us a long way towards 
setting up entire turn-key projects else¬ 
where, like in Sri Lanka, the Philippines 
and Iran. The inputs, in machinery and 
expertise, will be entirely Indian. 

The financial perftrmance of HMT has 
been equally impressive giving a lie to 


The task ahead 


An ambitious programme of industria¬ 
lisation for a country like India obviously 
could not be thought of in the initial 
stages and later on sustained without 
according a high priority to the develop¬ 
ment of the machine-building industry. It 
was, therefore, just appropriate that soon 
after the independence of the country in 
1947, serious thought came to be bestowed 
oh this issue. 

Although the first Plan, covering the 
five-year period upto 1955-56, laid an over¬ 
whelming emphasis on the development 
of agriculture, yet ifcdid not, therefore, 
ignore setting up machine-making 
capacity. The development of the machine 
tools industry was provided a significant 
priority in this Plan, for it was thought 
that going in for the manufacture of com-' 
plete industry plants and machinery was 
a time-consuming process and Capabilities * 
were yet to be built up for this purpose, 
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The country, on the other hand, has some 
experience of manufacturing machine tools 
as owing to the hazards of the second world 
war, some units to manufacture mother 
machines, though of a very simple nature, 
hal come into existence by the raid for¬ 
ties to cater for the defence requirements 
and the maintenance of the then estab¬ 
lished plants. 

During the second world war years, 
the output of machine tools scored some 
significant gains, but as soon as the war 
was over, imported machines were again 
freely available. The indigenous industry, 
as a result, suffered a severe setback with 
its output dwindling to jpst about 25 per 
cent of the peak level production of 
Rs LI crores in 1945, which in itself was 
a modest, one. 

Although several private entrepreneurs 
had .gone into the manufacture of machine 
tools prior to the launching of the era of 
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the claim that the public sector does not 
make profits. Its profits have grown from 
a modest Rs 78 lakhs just three years 
ago (1972-73) to a record Rs 900 lakhs 
this year (1975-76). In fact, barring the 
recession years, HMT has not recorded 
any loss in its operational history. 

Had it not been for governmental initia¬ 
tive and inputs, this tremendous progress 
would not have been possible. In fact, 
the situation today presents a unique 
opportunity for the Indian machine tool 
industry to make breakthrough in new 
and useful directions on a global scale, 
particularly in the developing world. 

In the overall perspective, Indian indus¬ 
try is entering a necessary period of con¬ 
solidation. A quarter-century ago, India 
was importing nuts and bolts. Today it 
commands an impressive reservoir of 
skills and capacity to fabricate over 
Rs 60,000 million worth of industrial 
and engineering products annually. In 
five years from now, we expect to double 
this production. So will the range of our 
output, which already includes entire 
plants and systems of much sophistica¬ 
tion. This spectacular growth would not 
have been possible but for the farsighted¬ 
ness of the government in promoting a 
virile machine tool industry. 

R. C. Ummat 

planned development, yet it soon became 
apparent that due to the paucity of 
resources and the long gestation period of 
the industry as well as the high technical 
skills required for it, they would not be 
able to undertake the development of mach¬ 
ine tools in a big way on their own. The 
government, therefore, had to think of 
establishing some public sector units also 
in this line of manufacture. The first such 
project to be commissioned was Hindustan 
Machine Tools, Bangalore, in 1956. The 
development of the machine tools industry, 
which has been quite rapid during the 
last 25 years, thus, has to no small extent 
resulted from governmental efforts. Even 
today, out of an overall output of about ' 
Rs 110 crores worth of machine tools,, 
nearly 65 per cent production emanates 
from the public sector. 

It will be, however, presumptuous to 
assume that the private sector has not 
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come up fast in the machine tools indus¬ 
try, even though it accounts for just about 
one-third of the overall production in this 
line; There are a large number of manu¬ 
facturing units—in the large, medium as 
well as small-scale sectors—which have 
come up through the endeavours of pri¬ 
vate entrepreneurs. Their number curren¬ 
tly comes to about 170 in the organised 


sector—large and medium scales—and 
approximately 300 in the small-scale 
sector as against four giant public sector 
undertakings. 

With the growth of the industry, a sea- 
change has taken place in its production 
pattern. Whereas in the early 1950s, only 
such graded light machine tools as simple 
types of centre lathes, drilling machines, 


shaping machines, planing machines, pun¬ 
ching and shearing machines, and simple 
mechanical light duty presses—all mostly 
pertaining to metal cutting and forming- 
used to be produced, the indigenous pro¬ 
duction currently covers a very wide range 
which in the light category includes 
special-purpose machines—single and 
multiple spindle automatics, copying 
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many years 

• Rigid bed-casting for heavy cutting 
loads. 

• Taper roller and thrust bearings under 
table for high rotational speeds. 


---- 


KIRLOSKAR 

Hydraulic 

Keyway 

Milling Machine 

Specially designed for higher production 

than by conventional milling 

• Spindle-head and cutter movement are 
hydraulically controlled. 

• Cutter feeding is automatic at the end 
of each stroke; and stops automatically 
at final depth, flashing a signal lamp. 

_II_ y 





KIRLOSKAR 

25 mm Pillar Type 
Drilling Machine 

Superb quality work! 

Renowned companies 

in India prefer it to 

any other drilling machine 

• Heavy-duty, close-grained, 
cast-iron head with 
precision-bored bearing 
surfaces. 

• Precision ball bearings 
for spindle. 

• Efficient power transmission 
through internally 
splined sleeve. 



For full particulars, please write to: 

KIRLOSKAR BROTHERS LTD. 

Udyog Bhavan, Tilak Road, Poona 411 002 
(INDIA) 
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Another dependable sheet metal working machine from Godrej 

The severe squeeze of accuracy 


The Godrei 
M)0 Tonne Ring 
Slide Knuckle 
Press will coin, 
emboss, size and 
form accurately 
with minimum 
operator attention. 


The Godrej 100 Tonne Ring 
Slide Knuckle Press is designed 
for coining, embossing, sizing* 
forming and similar high-accuracy 
functions. 

The precision knuckle media* 
nism produces high tonnages 
and marked slow down of the 
bottom dead centre. 

Working forces are fully 
balanced within the press 
allowing operation without 
a heavy foundation. Two other 
exclusive features are reduced; 
overall height and a low centre 
of gravity. Operation is practically 
noiseless and adaptation to 
automatic operation is easily 
possible. 

The Godrej Ring Slide 
Knuckle Press, with a high rate 
of production of quality pieces 
and minimum operator attention, 
will be of significant help in 
increasing plant efficiency. 


What is the Godrej tooling service? 

It gives expert consultation, 
design and manufacturing 
services on any specific problem 
regarding standard or special 
tooling required for any job. It is 
a Godrej Service to industry. 

After-sales service network across 
the country. 

For more information on this 
machine write to: 

Godrej & Boyce Mfg. Co. Pvt. Ltd. 
Godrej Bhavan, 4 A Home Street 
Fort, Bombay 400 001 

AWARD WINNER 
AT IMTEX 75 
The Godrej 100 Tonne Ring 
Slide Knuckle Press won 
the F I E F Award for best 
design and functional 
operation at IMTEX 75. 


V" 


We’re more experienced, so we’re more dependable 
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lathes, drum turrets, horizontal and ver¬ 
tical boring machines, gear hobbers and 
shapers, unit heads, etc.—not only for 
metal cutting and forming but also for 
working on plastics, glass and wood. Such 
light machines are also being made indi¬ 
genously as die-casting and wire-working 
machines, portable electric and pneumatic 
tools, hydraulic and pneumatic elements 
etc. Beginnings have as well been made 
to manufacture numerically controlled 
machines. 

The manufacture of heavy machine 
tools, however, come to be undertaken in 
the country with the establishment of 
Heavy Machine Tools Project at Ranchi 
in 1968. It caters for the requirements of 
such industries as steel, fertilizers, alumi¬ 
nium, sugar, cement, paper, etc, besides 
producing machine tools for the manu¬ 
facturing units engaged in such lines as 
electrical equipment, transport equipment, 
agricultural equipment, machine tools and 
railway equipment. This project also 
takes care of the needs of defence factor¬ 
ies, roll manufacturing units, foundry and 
forge factories and other heavy and 
medium engineering industries. 

precision machines 

Till lately, general-purpose heavy 
machine tools like radial drills, centre 
lathes, horizontal and vertical borers, 
roll grinders, planing and edge planing 
machines were produced by the Ranchi 
project. Manufacture has now been taken 
up not only of special-purpose machines 
but also of precision gears for electrical 
locomotives. The project is as well help¬ 
ing in precision-machining of heavy com¬ 
ponents for the Bhabha Atomic Research 
Centre and the marine diesel engine pro¬ 
ject of Garden Reach Workshop. 
Getting over its gestation period, the 
Heavy Machine Tools Project, Ranchi, 
which turned out machine tools worth 
Rs 7 crores last year, is now bracing 
itself for meeting the full requirements of 
the country of the types of machine tools 
it is manufacturing. 

In a nut-shell, except for the highly 
specialised and very high accuracy machi¬ 
nes, the demand for which is yet limited 
for an economic scale of production or 
due to technical difficulties, the country 
has become practically self-sufficient in 

BjmnmN Mmman 


machine tools. The dependence on 
imports has already been reduced to just 
about 20 per cent of the requirements. 
They consist of the very specialised and 
high technology machines. In the general- 
purpose machines sector, even some 
exports have been effected during the 
recent years. The current level of exports 
is around Rs 10 crores per annum. The 
exports have been effected not only to the 
neighbouring developing countries but 
also to some developed ones, including 
the United States and West Germany. 
This speaks of the quality of indigenous 
production. 

research and development 

With a view to further reducing depen¬ 
dence on imports and also for fostering 
diversification of the industry, a good deal 
of research and development activity has 
been launched in the recent past by both 
public sector and private undertakings. 
The pride of place in this programme, 
however, goes to the establishment by the 
government of a central machine tools 
institute at Bangalore. Already the insti¬ 
tute has developed designs for a number 
of machine tools, many of which have 
been licensed for production. Work has 
been undertaken on a number of other 
machine tools. The facilities available at 
this institute can be drawn upon by all 
manufacturers. 

Foreign collaborations, of course, are 
not barred in the machine tools industry. 
But they are allowed only in the case of 
very sophisticated lines. It is hoped that 
a number of machine tools currently 
being imported will be taken up for, 
manufacture indigenously in the near 
future. In view of the fact that most of 
the machine tools currently being import¬ 
ed are required in limited numbers, the 
government is encouraging the under¬ 
taking of their production by the existing 
manufacturers through diversification pro¬ 
grammes. This, however, does not rule 
out the possibilities of establishment of 
some medium-scale units to produce the 
presently imported machine tools. 

A look at the imports of machine tools 
reveals that the areas in which production 
gaps exist include high accuracy tool room 
lathes, versatile and accurate tool and die 
millers, high accuracy tool room cylindrical 


grinders, specialised internal grinders 
required for roller bearing industry, spe¬ 
cialised machinery required for manu¬ 
facture of nuts and bolts, specialised 
gear-cutting machines, machine tool acces¬ 
sories, etc. The broad list of machine 
tools which are not in the indigenous 
manufacturing programme is given in the 
annexure. Their production can be taken 
up both through the diversification pro¬ 
grammes of the existing units or the 
establishment of new units. The export 
potential warrants enlarging the produc¬ 
tion of portable tools through augment¬ 
ing of the existing facilities. 

The machine tools industry, particularly 
the units catering for the requirements 
of general-purpose machines, however, 
are reported to be currently facing some 
dearth of orders, presumably owing to the 
insufficient investment that is taking place 
in the industrial sector of the economy 
at present. This situation, of course, may 
not continue for long as with the stepping 
up of the Plan outlay which should go 
some way to foster investment in the 
industrial sector, and the emphasis being 
placed on the modernisation of the 
existing engineering units, the demand for 
all types of machine tools should revive. 
The current Plan envisages a production 
of Rs 130 crores worth machine tools by 
1978-79 for which capacity will have to be 
augmented to around Rs 170 crores. 

Annexure 

Broad list of machine tools which are 
not in the indigenous manufacturing 
programme at present: 

I. Turning Machines: (i) High accuracy 
tool room lathes; (ii) relieving lathes; (iii) 
spinning and flow turning lathes; (iv) 
crankshaft lathes; and (v) camshaft and 
profile turning lathes 

II. Drilling Machines: (i) Turret type 
drilling machines; and (ii) deephole 
drilling machines. 

III. Milling Machines: (i) Plano- 
milling (i) flute milling machines (iii) spline 
milling/hobbing machines; (iv) keyway/ 
slot milling machines; (v) copying/ 
duplicating and profile milling machines; 
(vi) die sinking machines; (vii) longitu¬ 
dinal and circular dividing machines; and 
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(viii) high accuracy tool die milling 
machines. 

IV. Grinding Machines: (i) High 
precision tool room cylindrical grinders 
suitable for grinding of gauges; (ii) 
surface grinders, rotary table type 
horizontal spindle; (ili) slideway grinders; 
(iv) shear and knife grinders; (v) face and 
side mill 4 cutter grinders, (vi) hob grinders; 
(vii) gear shaper cutter grinders; (viii) 
thread chaser grinders; (ix) tap grinders; 
(x) optical profile grinders; (xi) camshaft 
grinding machines; (xii) jig grinders; and 
(xiii) specialised internal and external 
grinders required for the roller bearing 
industry. 

V. Boring Machines: (i) Jig borers. 

VI. llireading Machines: (i) Thread 
milling machines; (ii) thread grinding 
machines; and (iii) thread whirling 
machines/attachments. 

VIL Shaping and Slotting Machines: 

(i) traversing head-type shaping machines; 

(ii) hydraulic shaping machines; (iii) die 


and punch shaping machines; and (iv) 
key seating machines. 

VIII. Gear Cutting, Generating, Finish¬ 
ing and Testing Machines; (i) Spiral and 
bevel gear generators: (ii) gear lapping 
machines; (iii) gear shaping machines; 
(iv) gear rolling machines; (v) worm 
milling machines; (vi) gear grinding 
machines; (vii) gear tooth rounding and 
chamfering" machines; (viii) gear tooth 
deburring machines; (iv) rack shaping 
and rack milling machines; (x) worm 
grinders: (xi) gear testing machines—all 
types; and (xii) gearquenching presses. 

IX. Lapping, Honing and Polishing 
Machines: (i) Lapping machines—all 
types: (ii) honing machines—all types; 

(iii) superfinishing machines and attach¬ 
ments; and (iv) polishing machines— 
unit-head type. 

X. Wire Working Machines: (i) Wire 
straightening and cutting off machines; 
(ii) spring coiling machines; (iii) wire 
weaving machines; and (iv) wire braiding 
machines. 


XL Hammers and Forging Machines: 

(i) Double acting counterblow hammers; 
(ii) die forging hammers other than con¬ 
ventional electro-pneumatic types; (iii) 
rotary swaging machines; (iv) forging 
roll; and (v) heading and upsetting 
machines both cold and hot. 

XII. Pressing and Sheet Metal Working 
Machinery: (i) Rotary flanging presses. 

XIII. Others; (i) Leaf spring manu¬ 
facturing machines; (ii) chain making 
machines; (iii) machines for the manu¬ 
facture of needles and pins, (iv) machines 
for the manufacture of zip fasteners; 
(v) impact extrusion presses for manu¬ 
facture of collapsible tubes; (vi) specia¬ 
lised machinery required for manufacture 
of nuts and bolts, e.g. cold header, nut 
tapper trimmer, reciprocating die type 
threading and pointing machines, etc. 

XIV. Wood Working Machinery: (i) 
Pattern miller; (ii) specialised machines 
for plywood industry; (iii) (a) guillotine, 
(b) peeling machines, (c) automatic 
sanders. 


ONCE BUILT LASTS EVER 
USE 

FOR ALL CONSTRUCTION WORK 
BJM CHETAK BRAND PORTLAND CEMENT 


With best compliments from : 

BIRLA CEMENT WORKS 

P.O. Cement Factory—312021,'CHITTORGARH (Raj.) 

(U$e Pin Code. It Helps Speed Up Your Mail) 
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As 'foon as the available 
quotas are distributed on the 
above conditions, the allotment 
on first-come-first-served basis 
will be suspended without any 
further notice. 

UK Grants 

Edible Oils for India ™tei y 400,000 tons of food Five agreemcn , s wcrc signcd 

The United States and India commodities donated under jn New De , hi rccently by Mr 
signed rccently an agreement 1 ‘ tlc "• John Thomson, the British 

on a loog-term, low-interest Readymade Garments High Commissioner, and Dr 
loan to India for the purchase fg EEC Manmohan Singh, secretary, 

of 50,000 metric tons of edible The dislribulion of the department of Economic 
oils this year. The commodity balance of the 50 p^. cent of AfTairs, union ministry of 
agreement, under Title I of the the quotas in respect of gar- Finance. By signing these five 

► US Publ,c Law 480 and wortb ments falling under CCT head- agreements, Britain has fufillcd 
S26 million (19.3 crore rupees), ings shown bc|ow wilI be madc the pledge of Rs 170.39 crones 

was signed by US Charge on first-come-first-served basis (£112.1m) made at the meeting 
d Affaires, David T. Schneider sub j ect t0 lhc following mini- of the Aid lndia Consortium 
and Dr Monmohan Singh, mum pricCs for sb i pnicnt lo in Paris in May 1976. These 
secretary of the Department of tEC countries an d Austria upto agreements comprise Rs 106.40 
Economic Affairs of the minis- end June 1977 Shippers are crores (£70m) for maintenance 
try of Finance. to submii their applications on aid > Rs 18 39 crores (£!2.1m) 

PL 480 Title 1 commodity or after January 7, 1977 to the ,or debt refinancing, and 
sales agreements, a part of the Cotton Textiles Export Promo- Rs 1 ‘>•20 crores (£10 m) each 
long-term US assistance to tion Council’s representative | or major projects, for the 
Tndia, have been made bet- at Bombay as well as to the im P orl °* capital investment 
ween the United States and up-country representatives for 8 oods > “ nd for lbc c oal and 
India since 1956. In addition, allotment of quotas by way of P ower actors. The entire 
the United States has sent endorsement on shipping bills assistance under these agree- 
millions of additional tonnes of which are to be accompanied ments is in the form of grants, 
foodgrains to India under b y thc Textile Committee’s ,n addition, Britain expects to 
Title II of the US assistance certificate. spend some Rs 7.60 crores 


TRADE 

WINDS 


programme on a grant basis - 

through voluntary agencies. Country 

The newly-signed agree- 
"ment, authorized under PL 
480 legistation, provides for 
the sale of up to 50,000 
tons of soybean and/or cotton¬ 
seed oil during the current 
US fiscal year, which ends 
September 30, 1977. The 

$26 million loan is for a 40- 
year period with an interest 


CCT 

.CCT 

CCT 

Category 111 

61.02.87 

61.03.15 

Ex 60.04 

all millmadc 

(Women's 

i (Men’s 
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girls’ & 

boys’ 

T-Shirts) 

garments & 

infants’ 

shirts) 


hosiery 

shirts & 




blouses) 




FOB 

FOB 

FOB 

FOB 

price in 

price in 

price in 

price in 

Rs per 

Rs per 
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Rs per kg 

kg 

piece 

piece 



rate of between two and three 
per cent per year. First pay¬ 
ment of principal is not due 
until 1987. Payments are to be 
made in US dollars. In the 
last fiscal year the United 
States provided India with 
400,000 tons of wheat and 
100,000 tons of rice under 
Tide I, in addition to approxi- 


Federal Republic 
of Germany 

162.11 — 

__ 

_ 

France 

180.00 — 

7.51 

— 

Italy 

88.427 — 

— 

— 

Denmark 

61.96 

— 

— 

Benelux 

145.00 — 

— 

— 

Irish Republic 

48.00 — 

— 

— 

United Kingdom 

146.02 19.00 

— 

~ 

Austria 

— — 

— 

102.63 
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(£5m) on technical coopera¬ 
tion in India in the current 
financial year. Thc maintenance 
grant will be used for the im¬ 
port from Britain of mainte¬ 
nance goods, including spares, 
components and commodi¬ 
ties. Thc debt refinancing 
grant, which is untied, repre¬ 
sents about 45 per cent of 
thc total value of debt services 
due this year from India to 
thc United Kingdom. Thc 
remaining three capital grants 
are intended for thc purchase 
of a wide variety of British 
capital equipment. 

Jagjivan Ram Resigns 

The President accepted re¬ 
cently the resignation of Mr 
Jagjivan Ram from the 
Council of Ministers. Mr 
Brahmanand Reddy has taken 
over the portfolio of Agricul¬ 
ture and Irrigation for the 
time being. 

EEC Concessions in 
1977 

Since July 1971, the EEC 
countries grant duty-free entry 
for industrial products and 
tariff concessions for processed 
agricultural products from 
developing countries under the 
Generalised System of Prefe¬ 
rences (GSP). This scheme of 
GSP has been further improv¬ 
ed for the year 1977. The 
main features arc: For indus¬ 
trial products other than tex¬ 
tiles thc amount of impojts 
which are allowed duty-free 
has been increased by 30 to 
40 percent compared to 1976, 
For textiles the increase rate is 
live per cent. The number of 
processed agricultural products 
which enjoy tariff concessions 
has been enlarged by 46 to 
altogether 270. Specially tro¬ 
pical items have been newly 
put on thc list of favoured 
products. The quotas for 
the import of tinned pineapple, 
raw and unmanufactured to¬ 
bacco, handicrafts and ply- 
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wood have been further in¬ 
creased. The tariff rates for 
Indian jute and coir products 
have been cut by another 20 
per cent and the imports of jute 
yarn will be duty-free from 
January 1, 1977. 

Increased Capacity 
Utilisation 

During the year 1976, good 
success was achieved in the 
efforts for higher capacity 
utilisation in various industries 
of major importance. An 
appreciable rise in the capa¬ 
city utilisation has been regis¬ 
tered in a large number of 
industries where the percentage 
utilisation has varied from 60 
to 115 per cent. Among the 
industries which have substan¬ 
tially raised the capacity utili¬ 
sation in 1976 are: soaps (115 
per cent), high-density poly¬ 
ethylene (111 per cent), viscose 
filament yarn (105 per cent), 
DMT (102 per cent), matches 
(99 per cent), nylon filament 
yarn (99 per cent), GLS lamps 
(96 per cent), welding elec¬ 
trodes (93 per cent), machine- 
tools (89 per cent) cigarettes 
(88 per cent), cement (88 per 
cent), ball and roller bearings 
(87 per cent), polyester fibre 
(85 per cent), motor cycles 
(85 per cent), baby food (85 
per cent), seamless steel tubes 
(83 per cent), sewing machines 
(S3 per cent), viscose tyre cord 
(82 per cent), paper and paper 
board (81 per cent), storage 
batteries (80 per cent), electric 
fans (80 per cent), automobile 
tyres (80 per cent), three 
wheeler scooters (79 per cent), 
caprolactam (77 per centj, 
razor blades (77 per cent), 
synthetic rubber (76 per cent), 
agricultural tractors (76 per 
cent), typewriters (76 per cent), 
ACSR/AAC cables (76 per 
cent), newsprint (76 per cent), 
power-driven pumps (75 per 
cent), bicycle parts (78 per 
cent), oxygen gas (72 per cent)* 


Indian leather footwea&(71 per 
cent), polystyrene (71 per cent,) 
rubber footwear (70 pet ^jjt), 
scooters (70 per cent), 
mercial vehicles (68 per cent), 
transmission towers (66 per 
cent), passenger cars (65 per 
cent), nylon tyre cord (64 per 
cent), bicycles (64 per cent), 
power transformers (62 per;, 
cent), biscuits (62 per centjf* 
beer (62 per cent)'and paints 
and varnishes (60 per cent). 

The industries mentioned 
above have also shown a 
substantial rise in their pro¬ 
duction during 1976 as com¬ 
pared to 1975. In addition to 
the better utilisation of capa¬ 
city leading to higher produc¬ 
tion, there has been addition 
of new capacities in the 
scooters, nylon tyre cord, 
synthetic detergents and scooter 
tyre industries. 

Self-Sufficiency in 
Vanadium 

This country will achieve 
self-sufficiency in vanadium in 
two years time. A study re¬ 
cently made with regard to the 
demand, availability and 
sources of supply of vanadium 
has indicated that substantial 
amount of vanadium can be 
recovered as by-product in the 
alumina plants during process¬ 
ing of bauxite and may soon 
even lead to surplus availability 
for export. Vanadium is used 
mainly in the production of 
alloy, tools and special steels 
in the form of ferro-vanadium. 

In the chemical industry, it is 
used as a catalyst based on 
vanadium pentoxide (V a O.) as 
feed material. 

Earlier most of the require¬ 
ments of vanadium for ferro¬ 
alloy and catalyst manu¬ 
facture were being met 
through imports. With the 
availability of the vanadium 
bearing sludge from the 


alumina plants, the position 
has recently changed substan¬ 
tially. At present, vanadium 
sludge is the most important 
source of vanadium in the 
country. Hindustan Aluminium 
Company Ltd, are producing 
about 800 tonnes of this grade 
. Of sludge annually. Plans arc 
^ under way by this company to 
' increase the capacity to 1,200 
tonnes per year. Bharat Alu¬ 
minium Company have also 
been recovering vanadium 
sludge and the present capa¬ 
city of their unit is about 800 
tonnes per annum. 

Indian Aluminium Com¬ 
pany, after having established 
the technical feasibility of re¬ 
covery of vanadium values in 
their alumina processing plant, 
now propose to set up a pilot 
plant of about one tonne per 
month capacity at Muri 
(Bihar). After collection or 
necessary process parameters 
and data by running the pilot 
plant, the company expects to 
set up facilities and recover 
about 300 tonnes per annum of 
sludge from each of their alu¬ 
minium plants located at Muri 
and Belgaum. 

Self-Sufficiency 

The production of the vana¬ 
dium sludge from the existing 
alumina plants will increase to 
about 2500 tonnes per year in 
about two to three years. This 
would yield about 500-550 
tonnes of equivalent vanadium 
pentoxide. Which would meet 
fully the requirements of the 
country, and leave some 
quantity for export. With the 
seeing up of two proposed 
large size alumina plants based 
on east coast bauxite, each 
with a capacity of six lakh 
tonnes per annum the addi¬ 
tional availability of vanadium 
contained in the sludge will go 
up from a level of 550 tonnes 


to over 1,600 tonnes pet. 
annum. 

Indian Vehicles 
Abroad 

Motor vehicles made in this 
country are becoming increas¬ 
ingly popular in foreign coun¬ 
tries and earnings substantial 
foreign exchange. The exports 
of these items was worth 
Rs 42.3 crores in 1975-76 as 
compared to Rs 31.3 crores in 
the preceding year. During the 
first half of 1976-77 (April- 
September 1976), the value of 
export was as much as Rs 23.88 
crores as compared to 

The Calcutta Electric 
Supply Corporation Ltd. 

(Incorporated in England) 

Notice is hereby given that 
the Board of Directors of this 
Company at a meeting held 
on 29th January, 1977 has 
declared payment of an 
Interim Dividend on the 
Company’s Ordinary Stock 
for the year ending 31st March, 
1977, at the rate of 6J% 
(gross). Payment will be 
made on 11th April, 1977 
after deduction of appropriate 
Indian Income Tax to those 
Stockholders whose names 
are registered in the Company’s 
Stock Register on 25th Febru¬ 
ary, 1977. 

Applications for transfers 
received in this office upto * 
25th February, 1977 will, if 
otherwise satisfactory, be 
registered at that date for the 
purpose of participation in the 
above Dividend. The regis¬ 
tration of Transfers of Ordi¬ 
nary Stock in the Calcutta 
Register will remain suspend¬ 
ed and the Register of Ordi¬ 
nary Stockholders in Calcutta 
will remain closed during the 
period from 26th February to 
4th March, 1977, both days 
inclusive. 

By Order of the Board 
(SK. Niyogi) 
Secretary 

Victoria House 
Calcutta 700 001 
29th January, 1977 


EASTERN ECONOMIST 


258 


JANUARY 11,1977 



Rs 11.5 crores in the same 
period of preceding year. 

Of the motor vehicles ex¬ 
ported from India, the most 
important are buses and 
trucks. Indian buses are 
already plying in many 
countries abroad particularly 
in the West Asian and African 
regions. During 1975-76, 858 
complete buses were exported 
to fetch Rs 9.85 crores. 
Afghanistan imported 161, 
Kuwait 141, Iran 95, Zaire 
Republic 87, Bahrein Islands 52 


and Burma 50 buses. In 
the first half of 1976-77, 529 
buses were exported principally 
to Kuwait, Zambia and Zaire 
Republic. 

Assembled lorries and 
trucks were also exported in 
growing volume year after 
year. During 1975-76, 444 units 
were supplied at a value of 
Rs 3.44 crores and the main 
customers were Nepal, Iran, 
China Republic, Abu Dhabi, 
Arab Republic of Egypt and 
Uganda. In addition to newly 


assembled motors and lorries, 
special purpose vans and 
truck# as well as break-down 
lj|pti are also supplied by 
Indian industry to the world 
markets. Besides buses and 
trucks, ' Indian transport 
industry also exports 
motor cars and jeeps in 
sizeable quantity. The car 
exports have been mainly 
directed to Mauritius, Sri 
Lanka „and South Yemen 
People’s Republic while 
Bangladesh and Nepal have 


been the major customers for 
jeeps. 

Motor cycles, motorised 
cycles and parts thereof cons¬ 
tituted yet another line of 
exports from India. Autorick- 
shaws, for instance, fetched 
Rs 84.5 lakhs in 1975-76 and 
Rs 77.4 lakhs in the first half 
of the subsequent year. While 
2273 rickshaws were supplied 
in the former year, 2075 rick¬ 
shaws were exported in the 
subsequent year. The principal 
markets for these have been 


A NEW OBLIGATION FOR TAX PAYERS: 

Maintenance of 
ACCOUNT BOOKS 
made compulsory 

FOR THOSE CARRYING ON BUSINESS/PROFESSION 


IT IS NOW COMPULSORY FOR 
YOU TO KEEP AND MAINTAIN 
SUCH BOOKS OF ACCOUNT AND 
OTHER DOCUMENTS AS MAY 
ENABLE THE INCOME TAX 
OFFICER TO DETERMINE YOUR 
CORRECT TOTAL INCOME. 

This new obligation applies to you if 
—you are carrying on any of the following 
professions, irrespective of the amount 
of income or receipts: 


• LEGAL 

• MEDICAL 

• ENGINEERING 

• ARCHITECTURE 


• ACCOUNTANCY 

• TECHNICAL 
CONSULTANCY 

• INTERIOR 
DECORATION 


—you are carrying on any other profession 
or any business and income from such 
profession/business exceeds Rs. 25,000 or the 
total sales turnover/receipts exceed Rs. 2.5 
lakhs in any of the three immediately 
preceding years. 

—you have set up a new business or profession 
in the previous year and the above monetary 
limits are likely to be exceeded during 
that year. 

FAILURE TO DO SO WILL LEAD TO 
PENALTY-FROM 10% TO 50% OF 
| THE AMOUNT OF TAX AVOIDED. 

Issued By: 

Director of Inspection 
(Publications & Public Relations). 

INCOME TAX DEPARTMENT 
New Delhi-110001 
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Indonesia and Singapore. 
Nigeria has been an important 
buyer for motor cycles from 
India. 

Nearly 8730 scooters were 
supplied by the Indian industry 
to the world markets during 
1975-76 at a value of Rs 1.65 
crores. Indonesia which was 
the leading buyer imported 
4350 scooters, followed by 
Singapore which purchased 
3277 scooters. China Republic, 
Iran and Nepal were among 
the other buyers of these 
scooters. In the current year, 
the prominent customers arc 
Hong Kong, Colombia, the 
UK and Iran. 

Tractor Tyres for 
Pakistan 

First consignment of Good¬ 
year tyres crossed Wagah 
checkpost of Pakistam border 
recently. This will be the first 
supply of Indian t>rcs to 
Pakistan through Wagah check- 
post after the opening of trade 
relations between the two 
countries. Goodyear India has 
obtained large order of rear 
and front tractor tyres worth 
over Rs 10 lakhs, bulk of 
which is being shipped from 
Bombay to Karachi. Good¬ 
year tyres manufactured in 
other countries already enjoy 
a good reputation in Pakistan. 
With the opening of trade 
relations now Goodyear India 
would be able to take full 
advantage of ihc company’s 
long standing reputation in 
this marke . With Indian tyre 
industry go : ng through a lean 
period, the tyre exports to 
Pakistan will considerably help 
our tyre manufacturers in 
finding a growing market. 

State Plan 

The annual Plan 1977-78 
outlay for Maharashtra will 
be of the order of Rs 646.80 
crores. This is about Rs 186 


crores more 4han the current 
year’s Plan outlay of 
Rs 461.21 crores. This was 
finalised recently at a meeting 
between the deputy chairman, 
Planning Commission, Mr P.N. 
Haksar and the state chief 
minister, Mr S.B. Chavan. 
Adequate funds have been 
provided for construction of 
roads and bridges in the dis¬ 
tricts of Chandrapur, Ralna- 
giri and Colaba which require 
accelerated development, and 
for gas turbine plants for 
meeting the power needs of the 
state. Adequate funds have 
also been provided for stale 
government employment gene¬ 
ration schemes under which 
money has been provided for 
irrigation programmes to make 
a noticeable dent in drought- 
prone areas. 

The fifth Plan outlay of 
Maharashtra is of the order of 
Rs 2347.61 crores. The actual 
expenditure during 1974-75 
was Rs 286.06 crores and 
during 1975-76 Rs 352.37 
crores. The outlay for the two 
terminal years of the fifth Plan 
1977-79 isRs 1247.97 crores. 
The sectoral outlays are: 
agriculture and allied sectors 
Rs 55.87 crores; coopeiation 
Rs 5.65 crores; cooperative 
sugar factories Rs 3.96 crores; 
irrigation and power Rs 370.88 
crores; industry and minerals 
Rs 19.39 crores; transport and 
communications Rs 36.56 
croics; social and community 
services Rs 104.04 crores; and 
economic services Rs 50.45 
crores. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of December, 1976 the third 
month of the season 1976-77 
was about 892,000 tonnes as 
against 766,000 tonnes during 
the corresponding period last 
season. This brings the total 


production during the first 
three months of the season 
1976-77 to about 1,396,000 
tonnes as against 1,024,000 
tonnes during the correspond¬ 
ing period last year. The off¬ 
take of sugar from factories 
during the month of Decem¬ 
ber, 1976 was about 312,000 
tonnes for internal consump¬ 
tion and 74,000 tonnes for 
exports as against about 
272,000 tonnes for internal 
consumption and 89,000 tonnes 
for exports in the correspond¬ 
ing period last season. The 
total despatches in the first 
three months in 1976-77 was 
942,000 tonnes for internal 
consumption and 83,000 ton¬ 
nes for export as against 
922,000 tonnes for internal 
consumption and 223,000 ton¬ 
nes for exports during the cor¬ 
responding period last season. 


The total doting stock of 
sugar with the factories as on 
December 31, 1976 was about 
1,208,000 tonnes as against 
1,085,000 tonnes on the same 
date last season. 

Names in the News 

Mr Mohammed Faial has 
been appointed the secretary 
of the department of Industrial 
Development in the union 
ministry of Industry. He suc¬ 
ceeds Mr R.V. Raman. Before 
taking over this assignment, 
Mr Fazal was the chairman 
and managing director of the 
Engineering Projects (India) 
Limited. After working in 
state undertakings in Jummu 
and Kashmir and later as a 
chief executive officer of 
Trombay fertiliser project, he 
became the managing director 
of Hindustan Insecticides. 
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COMPANY 

AFFAIRS 


Bharat Commerce 

Bharat Commerce and Indus¬ 
tries is promoting a new com¬ 
pany styled BCI International 
Ltd, to which the existing acti¬ 
vities of the export, fabrics 
and garments divisions will be 
transferred. Subsequently, the 
^proposed company will be 
converted into a subsidiary of 
the company. 

Bharat Commerce has also 
received a proposal from Inter¬ 
national Textile Corporation 
Ltd, Hamilton, Bermuda, for 
supplying technical assistance 
to P.T. Daralon Textile Manu¬ 
facturing Corporation, Jakarta, 
Indonesia, on their behalf. 
Boundsgreen Co Ltd, which is 
a wholly-owned company of 
International Textile Corpora¬ 
tion, holds 58 per cent shares 
of P.T. Daralon Textile Manu¬ 
facturing Corporation. Under 
the technical collaboration 
agreement, Bharat Commerce 
has been offered 892 common 
shares of a paid-up value of 
81000 each of Boundsgreen 
Co at a cost of $1,26,000, as 
a part of the deal. The direc¬ 
tors consider this investment 
quite profitable in the long 
run. 

CAFI 

Chemicals and Fibres of 
India (CAFI) is seeking 
governments permission to ex¬ 
pand capacity for manufacture 
of polyester staple fibre from 
6,100 tonnes to 10,000 tonnes 
per ammm in view of the short¬ 
age^ cotton and the govem- 
mattfs decision to develop a 
strategy lor the 
fibre industry to meet the coun¬ 


try’s requirements. Besides, 
the management is also looking 
for other opportunities, and 
has in fact already examined a 
number of possible projects, 
for diversifying the company’s 
activities. The objective before 
the company is to diversify 
into an area where it has some 
in-built advantage either in 
technology or by way of special 
marketing strength. 

Meanwhile, during the first 
four months of the current 
year, the company has produc¬ 
ed 2,300 tonnes of polyester 
fibre and sold 1,970 tonnes 
and these figures compare 
favourably with those of the 
previous year. The long¬ 
term prospects for the company 
appear to the promising, since 
the demand for polyester blen¬ 
ded fabrics has been on the 
increase. 

The outlook for the imme¬ 
diate future, however, has 
been clouded by the difficul¬ 
ties experienced by the textile 
industry with which the com¬ 
pany’s fortunes are linked. 

Larsen & Toubro 

A major breakthrough in the 
export of critical equipment 
for fertiliser plants has been 
achieved by Larsen & Toubro 
Limited (L&T). Significant 
orders for heat exchangers, 
pressure vessels and towers 
have been placed on L&T by 
Kellogg International Corpo¬ 
ration, Foster Wheeler Limit¬ 
ed, both of UK, and Kellogg 
Continental B.V., Amsterdam. 
L&T secured orders from these 
international prime contrac¬ 
tors/consultants against stiff 


global competition from well- 
established multinational fab¬ 
ricators. The equipment, to 
be fabricated at L&T’s Powai 
works, will be installed in fer¬ 
tiliser plants being set up in 
Sri Lanka and Bangladesh. 

Alkali and Chamical 
Corporation 

Despite a handsome rise in 
production and sales, the gross 
profit of Alkali and Chemical 
Corporation of India Ltd 
during the year ended Septem¬ 
ber 30, 1976 was lower than in 
1974-75. Sales during the year 
under review went up by 9.5 
per cent to Rs 52.32 crores 
from Rs 47.79 crores while 
profit before tax declined by 
25.6 per cent to Rs 3.64 crores 
from Rs 4.89 crores in 1974-75. 
The profit after tax too regis¬ 
tered a substantial fall from 
Rs 1.45 crores to Rs 1.33 
crores. The directors have 
proposed a final equity divi¬ 
dend of 9.06 per cent. Together 
with the interim dividend 
already declared, the total 
equity dividend for 1975-76 
comes to 15.06 per cent. As 
the company has to finance a 
large part of the cost of the 
new projects from internal 
sources, the directors have 
recommended only the mini¬ 
mum dividend prescribed under 
Rule 3(i) of the Companies 
(Transfer of profits to reserves) 
Rules 1975. 

It is heartening to note that 
in addition to the industrial 
licences received for rubber 
chemicals and pharmaceuticals, 
the company has yet received 
another industrial licence for 
the manufacture of ‘gramox- 
one.’ Negotiations have been 
completed with financial insti¬ 
tutions and commercial banks 
for the three projects. These 
three new ventures represent a 
major step forward as they 
wifi have a tremendous impact 
on agriculture, specially export 


crops and the health of the 
community. 

The company has realised 
the importance of research 
and development and is step¬ 
ping up its R & D efforts 
considerably. The company 
has joined hands with Indian 
Explosives Ltd and the Chemi¬ 
cals and Fibres of India Ltd, 
to form a new company, 
Alchemie Research Centre 
Private Ltd, with the object of 
carrying out growth oriented 
chemical research on an 
economic scale by pooling 
resources. 

Otis Elevator 

The performance of Otis 
Elevator Company (India) 
Ltd. during the year ended 
September 30, 1976 continued 
to show sustained growth with 
record levels of activity achiev¬ 
ed in all areas. Sales, exports 
and service completions amoun¬ 
ted to Rs 7.31 crores as against 
Rs 5.94 crores in the previous 
year. This was achieved in 
spite of the prevailing reces¬ 
sionary conditions in the build¬ 
ing industry. In the report 
last year the directors had ex¬ 
pressed the hope that with an 
improvement in the economy, 
there would be a correspond¬ 
ing increase in building acti¬ 
vity. This did not materialise 
due to the enactment of the 
Urban Land Ceiling Act and a 
virtual ban on building of 
skyscrapers in Bombay and 
Calcutta. Conditions therefore 
in the building industry re¬ 
mained almost static. New 
sales for the year under review 
amounted to Rs 4.51 crores, 
fractionally higher than Rs 4.27 
crores in 1975. 

In view of the shrinking 
demand in the domestic 
market, the management res¬ 
ponded by strengthening their 
sales in markets outside the 
country. Exports completed for 
the year amounted to approxi- 
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mately Rs 66 lakhs, reflecting 
a substantial increase. Export 
orders in hand and under 
active negotiation give con¬ 
fidence that the company 
should be able to maintain its 
present level of exports. 

The company earned during 
the year a gross profit of 
Rs 154.97 lakhs as compared 
to Rs 94.32 lakhs in 1974-75. 
The directors have maintained 
the equity dividend at 18 per 
cent but it is payable on an 
enlarged capital. 

Tata Exports 

Tata Exports, one of the 
largest export houses in the 
country, has achieved a record 
turnover of Rs 90 crores dur¬ 
ing 1976, as against Rs 38 
crores in 1975. This represents 
an increase of 137 per cent 
over the provious year's per¬ 
formance. Exports accounted 
for Rs 76 crores of the turn¬ 
over, of which over 95 per cent 
comprised sophisticated non- 
traditional products. 

The highest export growth 
was achieved in the field of 
engineering products covering 
vehicles,- transmission line 
towers and equipment for steel 
plant, railway track, construc¬ 
tion, agriculture, aircondition¬ 
ing and water drilling. Exports 
of steel, finished leather, tex¬ 
tiles and consumer products 
were also substantially higher. 

Many prestigious and excit¬ 
ing export contracts were comp¬ 
leted during 1976. These in¬ 
clude the Mindanao Electrifica¬ 
tion Project of the National 
Power Corporation of the 
Philippines, steel plant equip¬ 
ment to the Egyptian iron & 
steel industry, railway track 
accessories to Iraq and Sudan 
and the export of over 1,500 
commercial vehicles. 

Several large value contracts 
for a wide range of products 
and services were secured, in¬ 
cluding a letter of intent for 


supply of a composite range of 
railway equipment valued at 
55 million dollars to the Ira¬ 
nian State Railways. This is 
understood to be the largest 
single order ever placed on 
India for the supply of engi¬ 
neering products. 

Krishi Engines 

Krishi Engines Ltd is consi¬ 
dering a proposal to set up a 
unit for the assembly of diesel 
engines in Bangladesh. The 
proposal is in an advanced 
stige of negotiation with entre¬ 
preneurs in Bangladesh. The 
proposed unit would have a 
capacity to assemble 3,000 
diesel engines per annum. 
Meanwhile, Krishi Engines had 
secured a prestigious order for 
the export of diesel engines, 
worth Rs 25 lakhs to Bangla¬ 
desh. This order was secured 
in the face of stiff international 
competition. 

As part of its expansion and 
diversification programmes, 
Krishi Engines proposes to 
introduce shortly a low-cost 
tiller (Rs 8,000) as required by 
the hilly states such as Hima¬ 
chal Pradesh. A prototype of 
this unit is under fabrication 
and commercial production is 
expected to be taken up 
shortly. 

Fit Tight Nuts & Bolts 

Fit Tight Nuts and Bolts 
has maintained the equity divi¬ 
dend at 19 per cent for the 
year ended September 30,1976. 
Net sales during the year were 
a shade lower at Rs 5.53 crores 
as against Rs 5.82 crores in 
1974-75 while gross profit re¬ 
corded a marginal fall to 
Rs 66.32 lakhs from Rs 68.44 
lakhs. Out of the gross profit, 
the directors have allocated a 
sum of Rs 21.29 lakhs to dep¬ 
reciation reserve as against 
Rs 23.03 lakhs in 1974-75 
while the provision for taxa¬ 
tion was reduced from Rs 24.50 


lakhs to Rs 23.00 lakhs. The 
net profit, after these alloca¬ 
tions, was higher at Rs 22.03 
lakhs as compared to Rs 20.91 
lakhs in the preceding year. 
Dividends, equity and prefer* 
ence, will absorb Rs 19.38 
lakhs, the same as in 1974-75. 

The working during the year 
was adversely affected by the 
recession in automobile, tractor 
and machine building indust¬ 
ries, to which a majority of the 
company's products used to be 
supplied. The company, there¬ 
fore, tried to service other cus¬ 
tomers. For a part of the 
year, the company had to bear 
steep increase in the import 
duty on alloy steel categories 
of its raw materials. The work¬ 
ing was also affected by the go- 
slow tactics adopted by some 
departments, particularly at 
the Porbandar plant. The 
company continued to develop 
new specialised items for auto¬ 


mobile, tractor* pctroelmmkatl 
and other industries. There is 
good demand for the spenalis¬ 
ed and standard items produc¬ 
ed by the company. Hence 
the working results for the cur¬ 
rent year are expected to be 
far more encouraging than 
in 1975-76. 

Rajasthan Spg. & 

Wvg. Mills 

Rajasthan Spinning and 
Weaving Mills Ltd,- has re¬ 
ported impressive improve¬ 
ments in its working results 
during the year ended Septem¬ 
ber 30, 1976. Sales recorded a 
smart rise to Rs 21.33 crores 
fromRs 15.52 crores in 1974- 
75. Gross profit too registered 
a handsome increase to 
Rs 133.50 lakhs from Rs 70.15 
lakhs in the preceding year. 
The net profit after providing 
for depreciation was also ap¬ 
preciably higher at Rs 102.06 
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lakhs as against to Rs 44.56 
lakhs in the previous year. 
Hie equity dividend for 1975- 
76 has been doubled to 15 per 
cent. 

The company’s total produc¬ 
tion of yarn and sales turn¬ 
over is expected to increase 
further in 1976-77, with the 
addition of another 8640 
spindles recently commission¬ 
ed at its Kharigram unit. 

The financial institutions 
have sanctioned in the year 
under review to the company 
loans to the tune of Rs 202.93 
t#»khs including Rs 17.93 lakhs 
in foreign currency for its ex¬ 
pansion and diversification. 
As a part of its future expan¬ 
sion programme, the company 
intends to instal 300 looms 
based on polyester blended 
fabrics in Bhilwara district 
against its existing licence and 
diversify the company’s activity 
by promoting projects in 
other fields. 

Bonus Issue 

The financial institutions 
have intimated their decision 
to convert Rs 22 lakhs out of 
their loans into equity shares. 
Thereafter the directors pro¬ 
pose to issue bonus shares in 
the ratio of 1:1 on equity 
shares. The total bonus issue 
is estimated to be of the order 
of Rs 109.63 iakhs and is likely 
to be made before September 
1977. 

The company has actively 
assisted its consumers of poly¬ 
ester yam M/s Bhilwara Silk 
Mills Ltd to expand produc¬ 
tion from Rs 1.5 crores an¬ 
nually to Rs 4 crores. At Bhil¬ 
wara the company is also 
actively assisting the establish¬ 
ment of a process house by 
M/s Bhilwara Processors Ltd, 
which is likely to start pro¬ 
duction in June 1977. 

Hindustan Electro-Graphites 
Limited, a Rs 14 crores pro¬ 


ject, promoted by the com¬ 
pany jointly in financial and 
technical collaboration of 
world famous M/s Pechiney 
Ugine Khulmann of France is 
making steady progress. Major 
civil construction work at plant 
site has been completed and 
erection of equipments has 
started. Arrangements are 
being made to start production 
from semi-finished electrodes 
and it is envisaged that the 
company’s products will be in 
the market in the second 
quarter of 1977. 

News and Notes 

Abbott Laboratories (India) 
Pvt Ltd, a subsidiary of 
Abbott Laboratories, USA, 
plans to dilute its foreign 
equity, expand the production 
of bulk drugs and offer transfer 
of technology for its drugs to 
the public sector. Abbott is a 
large pharmaceutical company 
with expertise and technology 
in the field of antibiotics, fine 
chemicals, nutritionals and 
hospital products. The mana¬ 
gement hopes that the com¬ 
pany’s decision will benenfit 
India in the field of sophisti¬ 
cated drug technology. 

The Jummu and Kashmir 
chief minister. Sheikh 
Mohammad Abdullah commi¬ 
ssioned recently a Rs 2-crores 
synthetic detergent plant, set 
up by Hindustan Lever Ltd at 
Jammu. Designed and fabri¬ 
cated locally with no imported 
equipment, the plant in the 
new industrial estate of Bari 
Brahmana on the outskirts of 
Jammu, will produce 10,000 
tonnes of detergents every 
year. The first major chemi¬ 
cal industry to be set up in 
the state, the plant is part of 
an ambitions plan of the 
Jammu and Kashmir govern¬ 
ment to industrialise the state. 
Hindustan Lever has also 
embarked on an extensive 
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Deptt. of Atomic Energy 


On behalf of the President of India, The Director, Directorate of Purchase 
& Stores, Department of Atomic Energy, Bombay, invites tenders as 
detailed below :— 

1. Tender No. : DPS/BARC/ENG/974J due on 24.2.77. Welded wire 
mesh Tree Guards as per drawing and tender specification. Qty~250 Nos. 

2. DPS/B ARC/ENG/9753 due on 11.3.77 Ball Bushings in various sizes 
and quantities as per tender specification. Import Licence will be provided 
if necessary. Qty : 168 Nos. 

3. DPS/BARC/EEQ/2554 due on 21.3.77. Supply of S1SW/FRP coated 
M.S. Centrifugal fan (With shaft seal to handle 30 CMH of oxygen gas 
and Hydrogen gas to deliver at 700 mm WGSP 2 Nos. each as per specifi¬ 
cation. 

4. DPS/TAPS/PPF/227 due on 14.3.77. Supply of electrical Motor operated 
control valves as per purchaser’s tender specification—-2 Nos. 

5. DPS/HWP/PPF/582 due on 18.3.77. Supply carbon steel fittings 
conforming to ASTM A-234 Or. WPB and STM A-420 Gr. WPLT as per 
purchaser’s tender specification. 

6. DPS/PPED/PPF/948 due on 21.3,77. Supply of Globe Type preuma- 
tically operated control valves with positioners as per purchaser's tender 
documents. 

7. DPS:PPED:CAP:203 due on 28.2.77. Fire Extinguisher of different 
capacities such as COj, Soda acid and Foam type as per purchaser’s 
specification.—147 Nos. 

8. DPS;NFC;CHEM:228 due on 7.3.77. For appointment of Contractors 
for a period of two years for supply/transportation of the following items 
to Nuclear Fuel Complex—Hyderabad, Tarapur, Atomic Power Station— 
Tarapur, Bhabha Atomic Research Centre—Trombay. 

1. Nitric Acid—3800 M.T. 

2. Sulphuric Acid—250 M.T. 

9. DPS:NFC:CAP;436 due on 15.3.77, Circular, unitised vibrating screen 
with three component multiplane mechanical vibration with ss sieves of 
100, 200 and 325 meshes, as p6r purchaser’s specification.—1 No. 

10. DPS:BARC:CAP:2396 due on 24.3.77. Mechanical vacuum pump, 
capacity 180 M*/hr. in tandam with 6 M*/hr., as per purchaser’s specifica¬ 
tion and drawing—1 No. 

11. DPS:RRC:CAP:220 due on 16.3.77. Combined high vacuum pumping 
system, free air displacement of pump at NIP and normal rpm capacity 
80 lit/mln, at 10- # torr, as per purchaser's specification.—4 Nos. 

12. DPS/PPED/BEQ/241 .due on 14.3.77. Design, Manufacture testing A 
Supply of Switchboards for Domestic Water Supply Pump house...5 Nos 
as per specification. 

13. DPS:PPED:FAB:290 due on 3.3.77. Sand Blasting. Zinc Metallising 

and Packing of Water Cooled Thermal Shields as per Purchaser's specifica¬ 
tion & Drawings.-Qty: 14 Nos. 

14. DPS:RARC:R-5:44 due on 22.3.77. Supply of outdoors type, 
1000 KVA, 11 KV/3.6 KV, Oil Immersed on cooled power Transformer, 
complete with all fittings and accessories and first filling of oil... 1 Nos as 
per specification. 

15. DPS:PPED:FAB:289 due on 2.3.77. Design, preparation of shop 
drawings, manufacture, inspection shop testing, supply, guarantee and 
delivery at Madras Atomic Power Project Site. Kalpakkam, Tamil Nadu 
of Bleed Condenser as per Purchaser's Tender Documents.—Qty: 1 No. 
Tender documents priced Rs. 10/- each for items at S. No. 1,2 & 3, Rs. 15/- 
for items at S. No. 4, Rs. 20/- each for items at S. No. 5 & 6, Rs. 25/- 
each for items at S. No. 7 to 10, Rs. 30/- for items at S. No. 11. Rs. 50/- 
for items at S. No. 12, Rs. 100/- each for items atS. No. 13 & 14 & 
Rs. 200/- for item at S. No. 15, and general conditions of contracts priced 
Re. 0-15 p. except for items at S. No. 13 & 15 can be had from the Finance 
and Accounts Officer. Deptt. of Atomic Energy, Directorate of Purchase & 
Store#, 3rd floor, Mohatta Building, Palton Road, Bombay 400 001, between 
10 a.m. to 1 p.m. on all working days except on Saturdays. Tender docu¬ 
ments and General Conditions of contracts will however be issued upto 
23.2.77, 11.3.77,18.3.77, A 11.3.77 for items at S. No. 7.9,10, All 
respectively. Import Licence will be provided except for items at S. No. 3, 
12,13, 14, & 15 only if the items are not available indigenously. Tenders 
will be received upto 3 pm. cn the due date shown above and will be 
opened at 4 p.m. on the same day. The right is reserved to accept or 
reject lowest or any tenders in part or full without assigning any reasons. 

4avp 64,5(389)7$ 
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programme of training iocal 
people to man the plant. 

Medical International Com¬ 
pany, in association with Noise 
Control Associates, proudly 
announces the development 
of Series 70 Conversational 
Privacy Systems. Series 70 
systems are designed to mix 
with, and “chop” human 
speech patterns leaving an 
enclosed office or work space 
—-thus eliminating the ‘over¬ 
hearing’ or ‘eavesdropping’ 
problmes commonly found in 
modern commercial structures. 
Series 70 Systems create a uni¬ 
quely-contoured, electronically- 
generated and unobtrusive 
“frequency spectrum” back¬ 
ground sound, in private offi¬ 
ces or large, open-plan office 
buildings. They are of totally 
modular design. Each module 
is its own completely-indepen- 
dent conversational privacy 
system! It requires no special 
acoustical wiring, power ampli¬ 
fiers, filter/mixers, or special 
power supplies. 

Each module draws power 
from standard electrical out¬ 
lets, and has independent 
volume control. 

New Issues 

ABS Plastics proposes to 
enter the capital market shortly 
with a public issue of 10,20,000 
equity shares of Rs 10 each 
at par. Promoted by techno¬ 
crats, the company is setting 
up a plant at Nandesari indus¬ 
trial estate, Baroda, for manu¬ 
facturing acrylenitrile, buta- 
dione and styrene plastics. It 
holds an industrial licence for 
manufacturing 2,000 tonnes 
per annum of ABS plastic 
moulding powder of various 
grades, which is being used in 
a wide range of industries as 
automobiles, textiles, electro¬ 
nics, telecommunication and 
office equipment. At present 
the entire demand for ABS 


plastics is being met through 
imports. 

The capital outlay is estima¬ 
ted at Rs 4.25 crores, which will 
be 'met by share capital of 
Rs 1.70 crores, rupee loans of 
Rs 1.68 crores and foreign 
currency loans of Rs 87 lakhs. 
Commercial production is ex¬ 
pected to commence in the 
first quarter of 1978. The 
basic technical know-how for 
the project has been developed 
by Shriram Institute for Indus¬ 
trial Research, Delhi and is 
being made available to the 
company through the National 
Research and Development 
Corporation of India, New 
Delhi. 

Capital and Bonus 
Issues 

Consent has been accorded 
to seven companies to raise 
capital. The details arc as 
follows. 

Sehgal Papers Limited has 
communicated to the govern¬ 
ment its proposal to issue 
capital under Clause (5) of the 
Capital Issues (Exemption) 
Order, 1969 for Rs 1.35 cro¬ 
res (inclusive of the capital 
already raised) in 1,350,000 
equity shares of Rs 10 each, 
for cash at par, out of which 
shares worth Rs 81 lakhs will 
be offered to the general pub¬ 
lic by a prospectus to provide 
a part of funds required for 
setting up the project for the 
manufacture of writing and 
printing papers. 

Lucas-TVS Limited, Madras, 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 1.28 crores out of its 
general reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of 128 bonus shares for 
382 equity shares held. 

Lucas India Services Limited, - 
Madras, has been accorded 
consent, valid for six months 
to capitalise Rs 3,080,280 out 


of its general reserve ancfissue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of one bonus share 
for each equity share held. 

Haryana Detergents Limited, 
Dharu Hera (Haryana), has 
communicated to the govern¬ 
ment its proposal to issue 
capital under Clause(5) of the 
Capital Issues (Exemption) 
Order, 1969 for Rs 94 lakhs 
(inclusive of the capital of 
Rs 30 lakhs already raised) 
divided into 940,000 equity 
shares of Rs 10 each for cash 
at par, to meet a part of the 
project cost to be set up at 
Dharu Hera, Mohindergarh, 
Haryana. 

Gujarat Narmada Valley 
Fertilizers Co Limited has 
communicated to the govern¬ 
ment its proposals to issue 
capital under Clause (5) of the 
Capital Issues (Exemption) Or¬ 
der, 1969, for Rs 225 million 
dividend into 2.25 million 


equityjshares o t fts 100 each 
(inclusive of the capital of 
Rs 25,500 already raised), for 
cash at par. The proceeds of 
the issue are to be utilised to 
meet a part of the project 
cost to be set up near Bharuch 
in Gujarat. 

Nirlon Synthetic Fibres and 
Chemicals Limited, Bombay, 
has been accorded consent, 
valid for six months to • capi¬ 
talise Rs 38,750,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of five bonus shares for 
four equity shares held. 

Rails India Limited, Bombay, 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 11,448,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of three bonus shares 
for 10 equity shares held. 

(Per cent) 


Dividand 


Name of the Year ended Equity dividend 

company declared for 


Current Previous 
year year 


Higher Dividend 


Excel Industries 

Sept. 30,1976 

18.0* 

16.0 

Asiatic Oxygen 

Sept. 30, 1976 

7.5 

Nil 

Walchandnagar Industries 

Sept. 30, 1976 

15.0 

12.0 

Mopeds India 

June 30,1976 

4.0£ 

Nil 

Laxmichand Bhagaji 

June 30,1976 

5.0 

Nil 

Associated Stone and 




Industries 

Sept. 30,1976 

12.0** 

5.0 

Same Dividend 

. 



South India Steel and 




Sugars 

June 30, 1976 

Nil 

Nil 

Hindustan Sugar Mills 

June 30, 1976 

9 JO 

9.0 

Crompton Greaves 

June 30, 1976 

15.0 

15.0 

Cooper Engineering 

June 30, 1976 

Nil 

Nil 


•On the enlarged capital. 

£Maiden dividend. 

••In addition to one-for-five bonus issue. 

HMMHMJIY 11 * |977 
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Licences and Letters of Intent 

The following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of November 1976. The list contains the names and 
addresses of the licensees,' articles of manufacture, type of 
licences—New Undertakings (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Metallurgical Industries (Ferrous) 

M/s Guest Keen Williams Ltd, 3-A Shakespeare Sarani, 
Calcutta-11. (Bangalore-Karnataka)—IRN Olips and Clamps— 
4,00,000 sets—(NA) 

M/s Shardlow India Limited, Huzur Gardens, Madras- 
600 011. (Madras-Tamil Nadu)—Crankshafts and other For¬ 
gings—4,000 M Tons (after expansion)—(SE) 

M/s Kashmir Steel Private Limited, Soura, Srinagar 
(Kashmir). (Srinagar—J&K)—Stainless Steel Sheets—700 
tonnes—(NU) 

M/s Apeejay Steels Pvt Ltd, Jullunder City (Ballabgarh- 
Haryana)—GI & Black Pipes and tubes—10,000 tonnes—(COB) 

M/s Industrial Precision Screws Ltd, 180, Patel Nagar, New 
Mandi, Muzaffarnagar (UP) (Muzaffarnagar—UP)—High 
Tensile/Alloy Steel Specialised types of machine Screws—500 
tonnes (NU) 

Electrical Equipment 

M/s Andhra Mechanical & Electrical Industries Ltd, 173, 
2nd Floor, Fateh Maidan North Road, Hyderabad-500004 (AP) 
(Hyderabad—AP)—Remote Control Motor Operated/Pneuma¬ 
tically operated isolators 200-1200 AMPS-66 KV rating—250 
Nos—Remote Control Motor operated/Pncumatically Operated 
isolators 110/132 KV—380 Nos—Remote Control Motor 
Operated/Pneumatically operated isolators 220 KV—120 Nos— 
(SE) 

Shri Parmeshwarlal Generiwalla, E-3, Gillander House, 
Calcutta-1 (Kalyani-West Bengal)—Magnetic Tapes—40 mil¬ 
lion running meters—(NU) 

M/s NGEF Ltd, Post Bag 3876, Bangalore-560038 (Banga¬ 
lore-Karnataka)—EHV Power Transformer upto 400 KV/4000 
MVA—2,500 Nos—(NA) 

M/s Punjab Semiconductor Devices Ltd, 14 Sector, 10A, 
Chandigarh-160011 (Mohali, Distt. Ropar-Punjab)-Power 
Diodes (below 30 Amps)—1,00,000 Pcs—SCR’s (below 30 
Amps)—1,50,000 Pcs Integrated Circuits—1,00,000 Pcs—(NU) 

M/s Kanthal India Ltd., 1,Crooked Lane, Calcutta-70000!. 
(Distt Varanasi-UP)—Electrical resistance wire and ribbons— 
11 tonnes (COB) 

M/s Texmo Industries, Ghanambikai Mills, PO Coimba¬ 
tore-641029. (Coimbatore-Tamil Nadu—Electric motors 
single phase/three phase, 1 HP—92,000. 


FHP electric motors l/8th HP to below 1 HP single phase/ 
three phase—1,500 Nos—(COB) 

M/s Systronics Division of SM Chemicals and Electronics 
Ltd, 89-02, Naroda Indl Area, Ahmedabad-382330. (Ahmada- 
bad-Gujarat)—UV-Visiblc Spectro-Photometer- 100 Nos—IR 
Spectro-Photometer—50 Nos—XY Recorders—100 Nos—(NA) 

Transportation 

M/s Sikandrabad Industrial Enterprises Pvt Ltd, 1070, 
Kayashwara, Sikandrabad (UP)—Bicycle Rims—6,00,000 Nos 
—Chain Wheel Crank Assembly for Bicycle—6,00,000 Sets— 
(NU) 

Industrial Machinery 

M/s Hindustan Development Corpn Ltd, Hindu Family 
Buildings, 27, Sir R.N. Mukherjec Road, Calcutta-1. (Calcutta- 
West Bengal)—Industrial Fans—1500 Nos—(Rs 150 , lakhs). 
Industrial Dust Collectors & Cinder Traps—45 Nos—(Rs 25 
lakhs). Industrial Air Heaters -50 Nos (Rs 15 lakhs Pneumatic 
Conveyars—20 Nos—(Rs 20 lakhs)—NA. 

Miscellaneous Industries 

M/s J.D. Jones & Co Ltd, C/5, Gillander House, 8, Nctaji 
Subahs Road, PO Box 393, Calcutta-1. (Distt Howrah—WB)— 
PTFE (Poly Tetra Fluoro Ethylene) Products for Industrial 
uses—18 tonnes—(NA) 

M/s Larsen & Toubro Ltd. L&T House, Ballard Estate' 
PO Box 279, Bombay-400038 (Bombay-Maharashtra)—Specia¬ 
lised Tools—Rs 100 lakh (after expansion)—(SE) 

M/s Trivandrum District Engineers and Technicians Indust¬ 
rial Co-operative Society Ltd (TRENGOS Ltd), TC No. 31/ 
482-3, Kochuveli, Trivandrum-695021 (Kerala) Trivandrum- 
Kerala). Injection Moulded items—80 tonnes. Extruded items 
—324 tonnes. Hand blow moulded items—5,4 tonnes—(COB) 

Medical and Surgical Appliances 

M/s Needle Industries (India) Ltd, 5/21, Ootacamund-Met- 
tupalayam Road, Yellanhalli, Ketti-643215, THE N1LGJRIS 
(Ketti. The Nilgiris -Tamil Nadu). Hypodermic Needles—18.75 
Lakh Nos. Suture Needles—30 lakh Nos—(COB) 

Chemicals (other than Fertilisers) 

M/s M.M. Rubber Company Ltd, 150-B, Mount Road P.B. 
3713, Madras-600002 (Distt North Arcot—Tamil Nadu)—Biaxi¬ 
al ly Oriencd Polypropylene Film —800 tonnes—(NU) 

M/s United Phosphorous Private Ltd, 11-G1DC Area, Vapi 
(Gujarat) (Distt Broach-Gujarat)—White Phosphorous—2,500 
tonnes—(NU) 

Nf/s Kerala State Detergent . & Chemicals Ltd, Basant 
Kaudiar, Trivandrum-695003. Synthetic De’ergents (30% AD) 
—10,000 tonnes—(NU) 

M/s ALA Chemicals Ltd, Mahalaxmi Chambers, 22, Bhula- 
bhai Desai Road, Bombay-400026. (Maharashtra). Fat Liquors, 
based on raw oils such as Cod Oil, Sperm Oil, Neatsfoot Oil,Weal, 
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Grease, Tallow. Synthetic/Nonionic fatliquor&based on synthetic 
materials such as unbranched hydrocarbons, Saturated hydrocar¬ 
bons/fatty acids, alcohol sulfonated and unsulfonated other syn¬ 
thetic oils not otherwise specified, sulfonated/unsulfated/emulsified 
and mixtures thereof. Cationic fat liquors based on materials such 
as fatty amide, amtnes, fatty halides and alcohols and oils such 
as cod oil, sperm oil, neatsfoot oil etc. and mixtures thereof. 
Leather Pigment Finishes (Organic, Inorganic, Natural) such as 
Casein based Pigments, NC Pigments, Fluorescent, pear effect 
and metallic powder finishes. Lacquers for leather such as 
N.C. Lacquers glazable, clear, coloured and emulsion, cellulose 
acetate/butyrate lacquer, Lacquers, Polyester/Polyisocyanate 
Lacquers, Polyester based pigments, Polyurethane Lacquer/NC 
Lacquer and mixture thereof. Misc Leather Auxiliaries such as 
Mordanting Levelling, dispersing and finishing agents, Pene- 
trators, Silicone emulsion and leather water-proofing agents, 
Preservatives and other leather auxiliaries—Total capacity 
1,000 tonnes (NA) 

M/s Bombay Oxygen Corpn Ltd, 5, Convent Street, Bom¬ 
bay-400039 (Distt Thana-Maharashtra) - Nitrogen Gas (as by¬ 
product)—0.75 million cubic metres- (NA) 

M/s Indian Dyestuff Industries Ltd, Mafatlal Centre, Nari¬ 
man Point, Bombay-400 021 (Kalyan, Thana—Maharashtra)— 
Poly Aluminium Chloride—5,000 tonnes—(SE) 

M/s Mining and Phosphate Company (MAPCO), B-l, 
Industrial Area, PO Adityapur, Jamshedpur (Bihar) (Distt 
Singhbhum—Bihar)—Elemental Phosphorous—3300 tonnes. 
Phosphoric Acid—7260 tonnes. Sodium Phosphate—19,800 
tonnes. Beneficiated Rock Phosphate — 12,000 tonnes—(NU) 
M/s The Atul Products Ltd, PO Atul (W. Rly), (Distt Bul- 
sar-Gujarat)—Mono Ethyl Aniline—150 tonnes (NA) 

M/s Bhatinda Heavy Allied Chemicals Ltd, 5/11, Mohatta 
Market Bldg, Palton Road, Bombay-400001 (Bhatinda-Punjab)— 
Sulphuric Acid—16,500 tonnes (NU) 

M/s Nasik Oxygen Company Private Ltd., 804, Prasad 
Chambers, Near Roxy Cenema, Bombay-400004 (Satpur-Nasik 
—Maharashtra)—Oxygen Gas—0.45 millon .cu. metres Nitro¬ 
gen Gas—0.90 million cu. metres—(NU) 

Drugs and Pharmaceuticals 

M/s Chowgule & Co (Hind) Private Ltd., Allahabad Bank 
Bldg., 17, Parliament Street, New Delhi-110001 (Distt Thana- 
Maharashtra) TABC Vaccine—3,00,000 doses Cholera Vaccine 
—3,00,000 doses. TABC-CH Vaccine—4,00,000 doses (NA) 

M/s Alembic Chemicals Works Co Ltd, AJpmbic Road, 
Baroda-3 (Gujarat) Ampicillin—5 tonnes 6-Amino-Penicillanic 
Acid (APA)—90 tonnes (NA) 

M/s Unichem Laboratories Ltd, “Unichem Bhavan”, S.V. 
Road, Bombay 60 NB (Ghaziabad—UP)—Tablets/Capsules of 
Ethambutol HCL—75,00,000 Nos. Tablets/Capsules ofDoxy- 
cycline HCL—15 million Nos. Tablets of Prenylamine Lactate- 
20,00,000 Nos. Tablets of Frusamide—20,00,000 Nos. Tablets 
of Erythromycin—80,00,000 Nos. Injections of Erythromycin 
Ethyl Succinate—20,00,000 Ampules. Suspension of Erythro¬ 
mycin Estolates—10,00,000 bottles of 10 mi—(NA) 

M/s Premier Drugs Ltd, 202, New Delhi House, 27, Bara- 


khamba Road, New Delhi-110001 (Distt Mohindergarh— 
Haryana). Pyrazinamide—5 tonnes. Xanthinol Nicotinate—10 
tonnes. Propanolol Hydrochloride—2 tonnes (NU) 

M/s Ranboxy Laboratories Ltd, Okhla, New Delhi-11020 
(Mohali—Punjab)—Naldixic Acid—10 tonnes. Diloxanide—24 
tonnes. Ranvit Caps—70 lakh Nos—(NA) 

Textiles 

M/s Gokak Patel Volkart Ltd, Gokak Mills Division, Forbes 
Building, Charanjit Rai Marg (Home Street), Bombay-400001 
(Distt Belgaum—Karnataka)—Cotton Cycle Tyre Cord—From 21 
Nos of cycle tyre cord looms (existing) To 33 Nos of cycle tyre 
cord looms for the manufacture of 5,660 metric tonnes p.a. of 
cotton cycle tyre cord (after expansion)—(SE) 

M/s H.P. Mineral and Industrial Development Corporation 
Limited, “Himrus”, Simla (HP) (Distt Solan, Himachal Pradesh) 
Woollen Fabrics—24 power looms—(NA) 

M/s The Commonwealth Trust Limited, Post Box No 5, 
Calicut-673001 (Kerala) (Kozhikode-Kerala) Hand Woven Fab¬ 
rics—1,68,000 metres by installing 121 handlooms (NU) 

Paper and Paper Products 

M/s Senapathy Whitely (P) Ltd, 14, Netaji Road, PB 
No. 504, Banglore-560005 (Ramanagaram-Kamataka)—Stereo 
Flongs & Matrix Boards—500 tonnes. Filter Paper, Gasket and 
Jointing Paper—1000 tonnes—(N.A.) 

Shri Jyoti Ghosh, Managing Director, Management Advi¬ 
sory and Development Services Pvt Ltd, 95, Jor Bagh, New 
Delhi-110003 (Bangalore-Karnataka)—Thermo Print Paper—850 
tonnes (NU) 

Sugar 

M/s Punjab State Industrial Developmeet Corpn Ltd, SCO 
54-56, Sector 17-A, Chandigarh (Gurdaspur—Punjab) Sugar- 
1250 tonnes in terms of daily can crushing capacity (NU) 

M/s The Ugar Sugar Works Ltd, Post Ugarkhurd S.C. 
Railway, Taluka Athani, (Distt Belgaum—Karnataka) Sugar— 
1,000 tones additional. 3,000 tonnes (after expansion) in terms 
of daily cane crushing capacity—(SE) 

Fermentation Industries 

M/s Ranger Breweries Ltd, Sunder Niwas, 27/56, Paqjabi 
Bagh, New Delhi (Distt. Una -HP) Indian Made Foreign 
Liquors—1100 bulk kilolitres (COB) 

M/s Sona Distilleries Private Ltd, 1/16, Nehru Place, New 
Delhi (Alwar-Rajasthan) Malt Whisky—450 bulk kilolitres 
(COB) 

M/s Bhagat Industrial Corpn Ltd, 54, Janpath, New Delhi 
(Khasa-Amritsar— Punjab) Indian Made Foreign Liquors and 
Country Liquor—5311 bulk kilolitres (COB) 

* M/s Patiala Distillers & Manufacturers (Pvt.) Ltd, Village 
Main, Distt Patiala (Punjab) (Distt. Patiala-Punjab)—Indian 
Made Foreign Liquors and Country Liquor—1100 bulk kilo 
litres (COB) 

M/s The Cooperative Co Ltd (Distillery), Nawabganj, 
Saharanpur (UP) (Saharanpur—UP)—Country Spirit—1117 
kilo litres (COB) 
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M/s Amrut Distilleries Private Ltd., i 6, Sampagi Tank 
Road, Bangalore-560027 (Bangalore-Karnataka) —Indian Made 
Foreign Liquors—980 bulk kilo litres (COB) 

M/s Breweries India Private Ltd, Crishna Vilas Thycaud, 
Trivandrum-695014 (Nariamangalam-Kerala)—Beer—50,000 
Hecto Litres (NU) 

Vegetable Oils and Vanaspathi 
M/s Tamil Nadu Co-operative Marketing Federation Ltd, 
89, Poonamallee High Rd, Madras-10 (Distt North Arcot— 
Tamil Nadu)—Groundnut Oil—22,500 tonnes in terms of 
Groundnut seed (NU) 

Leather, Leather Goods and Pickers 
M/s South East Footwear Ltd, 4-5, Vepery High Road, 
Pariamet, Madras-600003 (Dist North Arcot—Tamil Nadu) 
Leather Shoes—4,32,000 pairs (NU) 

M/s Presidency Kid Leather Pvt Ltd, 378, NSC Bose Road, 
Madras-600001 (Chingleput-Tamilnadu) Finished Leather 
(Glazed Kid, Linings, Uppers etc.) from goat and sheep skins 
—5 lakh nos—(COB) 

Cement and Gypsum Products 
M/s Kerala State Indl. Dev. Corpn Ltd, “Purushothun”, 
Sasthamangalam, Trivandrum-695010 (Distt Palghat-Kerala) 
Portland Cement—4.20 lakh tonnes—(NU) 

Drugs and Pharmaceuticals 

M/s Jayant Vitamins Ltd, “Bakhtawar”, 6th Floor, Nari¬ 
man Point, Bombay-400021 (Distt Ratlam—MP). Vitamin ‘C 
(includjpg Sodium and Calcium Ascorbate)—500 tonnes. Sor¬ 
bitol—2000 tonnes (including captive requirements) (after ex¬ 
pansion). Glucose—3000 tonnes (including captive require¬ 
ments). Vitamin E—10 tonnes (SE/NA) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Ghatge Patil Industries Ltd, PO Uchagaon, Distt Kolha¬ 
pur Maharashtra). Grey Iron Castings—9,000 tonnes S.G. Iron 
Castings—3,000 tonnes—(NA) 

M/s UP State Industrial Development Corporation Ltd, 
117/130, Sarvodaya Nagar, PB No. 413, Kanpur (UP) (Back¬ 
ward Distt.—(UP) Precision Investment Casting—150 tonnes 
(NU) 

Shri Shiv Prakash Kajaria, 22, Chowringhec Road, Cal¬ 
cutta-700013 (Backward Distt WB)—High Tensile Bolts and 
Nuts—5,000 M Tonnes—(NU) 

M/s Modella Steels and Alloys Ltd, Resham Bhavan, 7tb 
Floor, Veer Nariman Road, Bombay-400020 (Distt Ratlam 
MP(—Closed Die Forgings of above 50 kg piece weight— 
3,600 tonnes—(NA) 

Electrical Equipment 

M/s The Gramophone Co of India Ltd, 33, Jessore Road, 
Dum Dum, Calcutta-700028 (Thana-Maharashtra) Pre-recorded 
Cassettes and Cartridges—! .2 million Nos—(NA) 

M/s Devidayal Electronics & Wires Ltd, Gupta Mill Estate 
Reay Road, Bombay-400010 (Thana-Maharashtra)— Automatic 
Telephone Answering Devices—1 lakh Nos—(NA) 


M/s Bharat Electronics Limited, Jalahalli, Bangalore-560611 
(Distt Bangalore-560013 (Distt Bangalore—Karnataka).—^High 
speed paper tape punch—100 Nos. High speed paper tape 
reader—100 Nos. Visual Display system—100 Nos. Input/output 
writer—100 Nos. Digital cassette Drive-100 Nos. Card 
Reader—100 Nos. Mosaic Printer- 3000 Nos. Magnetic Tape 
Handler—100 Nos. Line Printer—100 Nos. Key-to Cassette- 
100 Nos Floppy disedrive—100 Nos—(NA) 

M/s Mahendra Electricals Ltd, Kamla Mission Road, 
Nadiad (W. RIy)* Gujarat State (Distt Kaira-Gujarat) PVC/ 
XLPE Power Cables—2,200 KM (SE) 

M/s Bharat Heavy Electricals Ltd. 16th Floor, Hindustan 
Times House, 18-20, Kasturba Gandhi Marg, New Delhi-110001 
(Hardwar—UP) Turbine Generators in the range of 236-1000 
MW—1,500 MW—(NA) 

M/s Mechanical Packing Industries Pvt Ltd, Parsi Pancha- 
yat Road, Andheri (East), Bombay-400069 (Bombay-Maharash¬ 
tra)—TFE/FFP/TEFZEL/PEA and other Fluorocarbon and 
Fluoropolymers Insulated Cables and Wires—6,000 core 
kilometres—(NA) 

M/s The State Indl & Investment Corpn of Maharashtra 
Ltd., Nirmal, 1st Floor, Nariman Point, Bombay-400 021. 
(Nasik—Maharashtra)-Ceramic Capacitors—75 Million Nos— 
(NU) 

M/s Orissa Cement Ltd, B-45/47, Connaught Place, New 
Delhi-110'01 (Ghaziabad-UP)—Metal Film Resistors—20 
Million Nos—(NU) 

M/s Philips India Ltd., Shivsagar Estate, Block ( A’ 
Dr Annie Besant Road, Worli, Bombay-400018 (Kalwa, Thana- 
Maharashtra) Component Wires Bare & Nickel plated Bronze/ 
Copper Tin alloy wires; Nickel plated, iron wires; Oxygen 
free copper wires, (high Conductivity)—Total capacity 25 
tonnes—(SE) 

M/s Advani Oerlikon Ltd, Radia House, 6 Kaikhushroo 
Dubhash Marg, (Rampart Row), GPO Box No 1546, Bom¬ 
bay-400001 (Poona-Maharashtra)—Equipment and Accessories 
for Heat Treatment of Welded Structures—worth Rs 25,00,000. 
Contract work in heat treatment—worth Rs 50,00,000 (NA) 

M/s The Miniature Bulb Industries (India) Pvt Ltd 311, 
Kanwali Road, Dehradun-248001 (UP) (Distt Dehradun—UP) 
—Krypton Gas filled Bulbs—1.5 Million Pcs. Asymmetric 
Bulbs—1.5 Million Pcs (NA) 

M/s The Indian Aluminium Cables Ltd, Kanchanjunga, 7th 
Floor, 18, Barakhamba Road, New Delhi-110001 (Distt Gur- 
gaon-Haryana) -“PVC Power Cables—1500 KM. Railway Signal¬ 
ling Cables—250 KM. Control Cables - 400 KM—(NA) 

Telecommunications 

M/s Philips India Ltd, Shivsagar Estate, Block ‘A* 
Dr Annie Besant Road, Worli, Bombay-400 011 (Calcutta-West 
Bengal)—Radio Receivers—From 60,000 Nos to 3,00,000 Nos 
—(SE) 

Transportation 

Shri MP Ranjit, 1 Ranjit Koad, Kottur, (Madras-Tamil 
Nadu)—Gaskets—200 lakh pcs. Oil Seals—1 lakh pcs—(NU) 
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M/s Gabriel India Ltd, Agra Road, Muland? Bom¬ 
bay-400080 (Nasik-Maharashtra)—Hydraulic J Telescopic type 
shock absorbers—10,00,000 Nos (after expansion)—(SE) 

Industrial Machinery 

M/s Andhra Sugars Ltd, Venkatryapuram, PB No, 2 
Tanuku-534211 (AP) (Distt West Godavari—Andhra Pradesh)— 
Sugar factory Boiling House Equipment—1000 tonnes—(NA) 

Machine Tools 

M/s Industrial Promotion Investment Corpn of Orissa Ltd, 
3-A, Satyanagar, (A State Govt. Undertaking), Bhubneswar 
(Koraput—Orissa)—Special drills. Counter bores, reamers, mil¬ 
ling cutters, single point HSS tools, single point carbide tipped 
tools and jigs & fixtures—140.7 lakhs—(NU) 

M/s Escorts Transmissions Ltd, 18/4, Mathura Road, 
Faridabad (Haryana) (Distt Gurgaon-Haryana)—Hydraulic 
distributor Control Valves—15,000 Nos. Hydraulic Pumps— 
3,000 Nos. Hydraulic Cylinders—3,000 Nos—(NA) 

Agricultural Machinery 

M/s Eicher Tractors India Ltd, 59, Industrial Area, New 
Faridabad (Haryana) (Distt Gurgaon-Haryana) Tractors (of 
26.5 HP and 35 HP)—8,000 Nos (10,000 Nos after expansion) 
-(SE) 

Earth-Moving Machinery 

M/s Marshall Sons & Co (Mfg) Ltd, Marshalls Building, 
9, Second Line Beach, Madras-1. (Distt Chingleput—Tamil 
Nadu)—Self Propelled Hydraulic Mobile Cranes (upto 
10 tonnes)—50 Nos—(NA) 

Industrial Instruments 

M/s Vanaz Engineers (Private) Ltd, 396, Veer Savarkar 
Marg, Prabhadevi, Dadar, Bombay-400025. (Poona-Maha- 
rashtra)—Emergency Vent—50,000 Nos. Pressure Vacuum 
Valves—50,000 Nos—(NA) 

M/s Usha Rectifier Corpn (I) Ltd, 12/1, Delhi-Mathura Rd, 
Faridabad (Haryana). (Distt Gurgaon-Haryana)—(Industrial 
Weighing Equipment Electronic Type with Dial or Digital 
Display). Tank weighing systems range upto 200 tonnes—150 
Nos. Hopper Weighing Systems range: upto 100 tonnes—150 
Nos. Platform weighing systems range: upto 1000 tonnes—150 
Nos. Cranes/hoists weighing systems range: upto 500 tonnes 
—150 Nos. Monorail weighing systems range: upto 100 tonnes 
—150 Nos. Belts weighing systems range: upto 100 tonnes—150 
Nos—(NA) 

Shri H.S. Desai, C/o M/s Indo Orient Agencies Private 
Ltd, Merchant Chamber, 41, New Marine Lines, Bombay-400020. 
(Aurangabad-Maharashtra)—Watch and Meter and Instrument 
Jewels—60 lakh Nos—(NU) 

Chemicals (other than Fertilisers) 

M/s Ellenbarrie Industrial Gases Ltd, 50, Jatindra Mohan 
Avenue, Calcutta-700005. (Nadia-West Bengal)—Oxygen Gas—1 
million cubic metres. Capacity after expansion: 2 million cubic 
metres.—(SE) 

M/s Hickson & Dadajee Ltd, Shree Pant Bhuwan, Sandhurst 
Bridge, Bombay-400007. (Maharashtra)—Nitro-Meta-Cresol—300 
tonnes—(NA) 


M/s Motilal Chemicals Industries, Daman tower, Mathura 
(UP) (Mathura-UP)—Phenthoate Tecbical—500 tonnes. Ethion 
Technical—100 tonnes. Thiometon Technical—100 tonnes. 
Diazinon Technical—300 tonnes—(NU) 

Shri J.N. Agarwal, Usha Kiran, 14th Floor, Flat No 29, 
Carmichael Road, Bombay-400026. (Panchmahal-Gujarat)— 
LPDE Film upto 1200 gauge—1500 tonnes. LPDEFilm black or 
transparent upto 800 gauge—750 tonnes. LPDE Heayy duty 
layflat tubing (for water management)—200 tonnes—(NU) 

M/s Polypick Pvt Ltd, Bombay Mutual Bldg, 2nd Floor, 
Dr D.N. Road, Fort, Bombay-400001. (Bombay-Maharashtra)— 
Nylon Extruded Products—500 tonnes—(NA) 

M/s Gujarat Alkalies A Chemicals Ltd, Yashkamal Bldg, 
Sayajiganj, Baroda-390005. (Baroda-Gujarat)—Cyanuric Chloride 
—1,500 tonnes—(NA) 

M/s The UP State Industrial Development Corpn Ltd, 
117/130, Sarvodaya Ngr, Post Box No. 413, Kanpur-208005 
(UP) (Unnao-UP)—Ferric Alum—20,000 tonnes. Alum (Pure) 
—4,000 tonnes. Oleum—3,000 tonnes. Chlorosulphonic. Acid— 
1,000 tonnes. Stabilised liquid sulphur trioxide—500 tonnes— 
(NU) 

M/s Deepak Nitrite Ltd, 10-B, Bakhtawar, Nariman Point, 
Bombay-400021. (Broach-Gujarat)—Anhydrous Liquid Am* 
monia—20,000 tonnes. Methanol—20,000 tonnes—(NU) 

M/s Industrial Oxygen Co Pvt Ltd, Majithia Indl Estate, 
Wadala Borla Road, Sunder Baug, Bombay-88. (Poona-Maha- 
rashtra)—Oxygen Gas—From 0.45 million cubic mtrs. to 
1 million cubic mtrs—(SE) 

M/s Bluemax Engineers, Bombay-Mutual Bldg, 2n3 Floor, 
Dr D.N. Road, Fort, Bombay-400081. (Ahmedabad-Gujarat)— 
Low Density Polyethylene Film—1,000 tonnes—(NU) 

M/s Industrial Promotion A Investment Corpn of Orissa 
Ltd, 3-A, Satyanagar, Bhubaneswar-751007 (Orissa) (Keonjhar- 
Orissa)—Acetylene Black—2,000 tonnes—(NU) 

Shri Pravin Morarji Cheda, 5, Malhar Rao Wadi, Dady 
Sheth A Lane, Kalbadevi, Bombay-400002. (Panchmahal- 
Gujarat)—Electrolytic Manganese Dioxide—2,000 tonnes— 
(NU) 

M/s Hico Products Pvt Ltd, 771, Mogal Lane, Mahim, 
Bombay-400016. (Maharashtra)—Tri-Alkyl Phosphates A Phos¬ 
phites—1,000 tonnes—(NA) 

M/s Poona Oxygen A Acetylene Co Pvt Ltd, 40/41, Hadapsar 
Industrial Estate, Poona-411013. (Distt Poona-Maharashtra)— 
Oxygen Gas—1 million Cubic Metres after expansion. Nitrogen 
Gas—0.50 million Cubic Metres—(SE/NA) 

M/s Panyam Cements & Mineral Industries Ltd, Cement 
Nagar P.O.-518206, Via Bugganipalli R.S., Kurnool Dist(AP) 
(Distt Bellary-Karnataka)—Acetylene Black—1,800 tonnes— 
(NA) 

m 

Drags and Pharmaceuticals 

M/s Bombay Oil Industries Private Ltd, ‘Kanmoor House', 
281/87, Narsi Natha Street, Bombay-400009. (Distt E m a kul a m - 
Kerala)—Calcium Sennosides—25 tonnes—(NA) 

M/s German Remedies Ltd, Shiv Sagar Estate, 'A' Block, 
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Dr Annie Besant Road, Worlie, Bombay-400018. (Bombay- 
Maharashtra)—Trimetheprim—6 tonnes. Supristol Tablets each 
tablet contains: Trimethoprim-80 mg, Sulfamezole-400 mg— 
12 million tablets. Supristol Paediatric tablets each tablet con¬ 
tain: Trimethoprim—20 mg, Sulfamozole—100 mg—Two mil¬ 
lion tablets Supristol Suspension 5 ml contains: Trimethoprim- 
40 mg, Sulfamozole-200 mg—10,000 Litres—(NA) 

M/s Albert David Ltd, 15, Chittaranjan Avenue, Calcutta- 
700072. (Calcutta-West Bengal)—Metronidazole B.P.—15 tonnes 
-(NA) 

M/s Biological Evans Ltd, 18/1 & 3, 19/1, Azamabad, 
Hyderabad-500020. (Hyderabad-Andhra Pradesh)—Basic drug 
Salbutamol—100 Kgs—(NA) 

M/s Suhrid Geigy Ltd, ‘Shahibag House’ Shahibag. Ahme- 
dabad-380004. (Distt Baroda-Gujarat)—Imipramine and Salts 
—3,000 kgs (after expansion)—(SE) 

M/s Bengal Chemical & Pharmaceuticals Ltd, 164, Manik- 
tala Main Rd, Calcutta-700054. (Calcutta-West Bengal)—Ampi- 
cillin Dry Syrup BPC—12,000 Kgs—(NA) 

M/s Alembic Chemical Works Co Ltd, Alembic Road, 
Baroda-390003. (Baroda-Gujarat)—Benzathine Penicillin G. in- 
jection-6 lacs, 12 lacs and 24 lacs units—60 lacs vials. Fortified 
Benzathine Penicillin G Injection-12 lacs and 24 lacs units—40 
lacs vials—(NA) 

M/s Indian Drugs and Pharmaceuticals Ltd, N-12, NDSE 
Part I, Ring Road, New Delhi-110049. (Hyderabad-Andhra 
Pradesh)—Ethambutol Formulation (from imported bulk drugs) 
—25 million tablets—(NA) 

Textiles 

M/s Fancy Corpn Ltd, 16, Bombay Samachar Marg, Bom¬ 
bay-400 023. (Maharashtra)—Artsilk Fabrics—26 power looms 
-(NA) 

M/s Bilaspur Spinning Mills and Industries Ltd, 12, Govt 
Place East, Calcutta-700069. (Bilaspur-MP)—Blended Yarn 
made of cotton and/or man-made Fibre Yarn—Within existing 
licensed capacity of 25,024 spindles—(NA) 
m Shri D.S. Bhalla, Bhalla’s Carpets, 45, Park Street, Cal¬ 
cutta-700018. (Distt Nadia-WB)—Machine-made Carpets and 
Rugs—3.2 million sq metres—(NU) 

Paper and Paper Products 

Hajee A.M. Abdul Rahiman Rowther, P.B. No 56, Old Place 
Bldg, Pudukkottai (Tamil Nadu) (Distt Pudukkottai-Tamil 
Nadu). M/s Nizam Paper & Board Mills Pvt Ltd—Writing 
and Printing Paper and Boards—5,000 tonnes—(NU) 

Fermentation Industries 

Shri T.D. Mital, K-43, Green Park, New Delhi-110016. 
(Haryana)—Champagne/Wine/Cognac Brandy—2,200 kilo litres 
—(NU) 

Vegetable Oils and Vanaspathi 

r M/s Hardoi Sahkari Vanaspati Mills Ltd, Hardoi (UP) 
(Distt Hardoi-UP)—Groundnut Oil—900 tonnes in terms of 
groundnut seeds—(NU) 

M/s Narmada Sahakari Tel Prakriya Samiti Maryadit, 


Barwaha, West Nimar (Khargone) (MP) (Distt Khargone-MP) 
—Cottonseed Oil—30,000 tonnes in terms of seed—(NU) 

Leather and Leather Goods 

Shri M. Siva ram, Director, Aruna Sugars Ltd, *Meco 
House’5th Floor, 11-A/l, Mount Road, Madras-600002. (Distt 
Dharmapuri—Tamil Nadu)—Finished Leather (finished leather 
from goat skins, sheep skins/and/or buff calf)—3 lakh Nos— 
(NU) 

Mrs Uma Parthasarathy, I08/B, 29th A Cross, 7th Block, 
Jayanagar, Bangalore-11 (Mysore-Karnaiaka)—Finished leather 
from semi-finished hides-1.5 lakh Nos. Finished leather from 
semi-finished skins (garment leather, glazed fiinished skins, kid 
gloves, leather, nappa lining etc—3 lakh Nos—(NU) 

Ceramics 

M/s West Bengal Ceramic Development Corpn Ltd, (A 
Govt of West Bengal Undertaking), 71, Abinash C. Banerjee 
Lane, Calcutta-10. (Distt Burdwan—WB)—Sanitary ware (in¬ 
cluding Wall Tiles)—6,000 M. Tonnes- (NU) 

M/s Jaya Shree Textiles & Industries Ltd, P.O. Rishra, 
Distt Hooghly (WB) (Distt Hoogly-WB)—High Tension Insula¬ 
tors Bushings and Pressed Porcelain—3,200 tonnes additional 
6,000 tonnes (after expansion). 

Cement and Gypsum Products 

M/s The Associated Cement Companies Ltd, Cement House, 
Maharshi KarveRoad, Bombay-400020. (Distt Adilabad-AP) 
—Portland Cement—5.32 lakh tonnes (after expansion)—(SE) 

Changes in Names (Owners or Undertakings) 

(Information pertains to particular licences only) 

From M/s British Physical Laboratories India Pvt Ltd, 
Mahatma Gandhi Road, Bangalore-560 001 to M/s Power 
Systems & Project Pvt Ltd, Palghat. 

From M/s Bangalore Heavy Forgings and Stampings Private 
Ltd. to M/s Vishnu Forge (Mysore) Private Ltd. 

From Shri K.B. Narasappa, 52/145-Fort, Kurnool (AP) to 
M/s K.B. Stampings (P) Limited. 

From Shri D.N. Nair, Director, Khaitan Bhavan, M J. Road, 
Jaipur-302001 (Rajasthan) to M/s Jaydee Agro-Chemicals Pvt 
Ltd, M.I. Road, Jaipur. 

From M/s Deccan Steel and Alloys Ltd, Bangalore to M/s 
Southern Steelmet & Alloys Ltd, Bangalore. 

From M/s L & T Drilling Equipment Ltd. to M/s Larsen & 
Toubro Ltd. 

From M/s Nitin Castings Pvt Ltd. to M/s Nitin Castings 
Ltd. 

From M/s Naran Lala Metal Works Pvt Ltd. to M/s Naran 
Lala Metal Works Limited. 

From M/s Madras Electrical Conductors Limited to M/s 
Madras Electrical Conductors Private Ltd. 

From Shri L. Narayanan Chettiar, ‘Visalakshi’, Madu¬ 
rai-625002. to Sree Narayaha Textiles Ltd. 

From M/s Central Industrial Workshop, Bangalore, to M/s 
Karnataka Implements and Machineries Co Ltd Bangalore. 
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From M/s Steel Containers Ltd, 149 Jackeria Bunder Road, 
Sewree, Bombay-400015, to M/s Balnier Lawrie & Co Ltd. 

From Secretary, UP Co-operative Sugar Factories Federa¬ 
tion Ltd UP. M/s Kisan Sahkari Chini Mills Ltd, Bilaspur to 
M/s Rudra Bilas Kisan Sahkari Chini Mills Ltd, Bilaspur. 

From M/s Bright Brothers Private Limiled. to M/s Bright 
Brothers Limited. 

Licences Revoked, Conceited or Surrendered 

(Information pertains to particular licences only) 

M/s Gauripur Cooperative Flour Mills Ltd, Khetawat 
Bhavan, P.O. Dhubri, Assam—Wheat Products—(Cancelled) 

M/s Utkal Machinery Ltd,Kansbahal 770 034 Distt Sundar- 
garh, Orissa—Sugar Machinery—(Revoked) 

M/s Gwalior Lamps & Electrical Limited, New Delhi— 
G.L.S. Lamps—(Revoked) 

M/s Steelsworth Ltd, 17, Ganesh Chandra Avenue, Cal¬ 
cutta—700013—Cast Iron Castings for Railway supplies namely, 
Brake block & Railway requisites—(Cancelled) 

M/s Hind Cycles Ltd, 250, World, P.O. Prabhadevi, Bom¬ 
bay-400 325 DD—P/ocessing of Bicycle Parts—(Surrendered) 

M/s Garden Beach Workshops Ltd, 43/46, Garden Beach, 
Calcutta-24—Air Compressors—(Cancelled) 

M/s Excel Industries Limited, 184-87, Swami Vivekananda 
Road, Jogeshwari, Bombay-400 060—Thiram/Thiuram (Tetra 
Methyl Thiuram Disulphide)—Methyl Bromide—(Cancelled) 
M/s Tamilnadu Industrial Development Corporation Ltd, 
Madras—Portland Cements—(Revoked) 

M/s Mehta Vegetable Products Private Ltd, Jodhpur (Rajas¬ 
than)—Tin Containers upto 18 litre capacity (unprinted)— 
(Revoked) 

Shri Anand Prakash Khandelwal—M/s Rajasthan Steel Ltd 
—Grinding Media, Mri-Steel & Alloy Steel Castings—(Re¬ 
voked) 

Letters of Intent Revoked, Lapsed or Cancelled 

(Information pertains to particular letters of intent only) 
M/s Bush India Ltd, P.O. Box 4127, Sukh Sagar, N.S. Patkar 
Marg, Bombay-400 007. (Maharashtra)—Car Radios—(Can¬ 
celled) 

M/s Bush India Ltd, P.O. Box 4127, Sukh Sagar, N.S. 
Patkar Marg, Bombay-400007 (Maharashtra)—Cardiac Pace¬ 
makers—(Lapsed) 

M/s Murphy India Ltd, Eastern Express Highway, P.O. Box 
No. 201, Naupada, Thana-400 602. (Maharashtra)—Car Radios 
—(Revoked) 

M/s Rajendra Paper Mills, 701, Akash Deep, Barakhamba 
Road, New Delhi. (Haryana)—Pulp & Paper Making Machi¬ 
nery—(Lapsed) 

M/s Murphy India Ltd, Thana—400 602. (Maharashtra)— 
Stereo Amplifiers—(Revoked) 

M/s South India Wire Ropes Ltd, Edathala P.O., Alwaye 
(Kerala). —Tyre Bead Wire (H.I.)—(Lapsed) 

M/s Vardhman Spinning & General Mills Ltd, Chandigarh 


Road, Ludhiana-3. (Karnataka)—Electrolytic Manganese 

Dioxide—(Lapsed) 

M/s Aditya Mills Ltd, Madanganji—Kishengarh, (Rajas¬ 
than). (Rajasthan)—Scooter tyres and tubes and V Belts— 
(Cancelled) 

Shri S.L. Jindgar, 119, Malviya Nagar, Bhopal (MP) 
(Madhya Pradesh)—Maize Products—(Lapsed) 

M/s Usha Electronics (India) Pvt Ltd, 2, Anand Lok, New 
Delhi-110049. (Haryana/Karnataka/Maharashtra) — Electrolytic 
Capacitors—(Lapsed) 

M/s Satellite Engineering Ltd, P.O. Maize Products, Kath- 
wada, Ahmedabad—380002. (Gujarat)—Ceramic Capacitors— 
(lapsed) 

M/sU.P. Shock Absorbers Ltd, B-19, Defence Colony, New 
Delhi-110024 (Uttar Pradesh)—Automobile Shock Absorbers 
—(Withdrawn) 

M/s Union Company (Accessories) Pvt Ltd, 29, Mount 
Road, Madras-600 002. (Tamil Nadu)—Mechanical Jacks— 
(Cancelled) 

Shri R.S. Kothavale, 1170/8, Shivajinagar, Punc-411 005. 
(Maharashtra)—Engine Valves, Valve Guides and Tappets etc 
—(Withdrawn) 

Shri Surinder Singh Kair on, House No. 28, Sector 4, Chandi¬ 
garh. (Punjab)—Corrugating Media and Linear Paper (for 
Packaging and Wrapping)—(Lapsed). 

Shri R.K. Raman, Chemical Engineer, 42/19, Harrington 
Road, Chetput, Madras-600031. (Tami Nadu)—Caustic Soda— 
(Lapsed) 

M/s Rao Insulating Company Pvt Ltd, Whitefied P.O., Pin 
Code 562136, Bangalore Distt. (Karnataka)—Silvered Mica 
Capacitors—(Cancelled) 

Shri V.D. Sharma, T-13, Green Park, New Delhi-16. (Rajas¬ 
than)—Grinding Wheels—(Lapsed). 

M/s Black Clawson India Engineers (P) Ltd, 38/3, Mount 
Road, Madras-600 006. (Tamil Nadu—)Pulp and Paper Machi¬ 
nery—(Cancel led) 

M/s Premier Vegetable Products Ltd, Laxminath Bhawan, 
Church Road, Jaipur-302001. (Rajasthan)—Cottonseed Oil— 
(Lapsed) 

The Orissa Cement Limited, Shiv Mahal, B-45/47, Connaught 
Place, New Delhi-110001. (Orissa)—Blast Furnace Slag 
Cement—(Cancelled) 

M/s Morris Electronics Ltd, Bhosari Industrial Estate, 
Poona-411026. (Maharashtra)—Volt Dependent Resistors and 
Thermistors—(Lapsed) 

Shri A.P. Deshpande, Rushilla, 17-Carmichoal Road, Bom- 
bay-000 026—Electrolytic Capacitors—(Lapsed) 

M/s Development Corporation of Konkan Ltd, Warden 
House, 5th Floor, Sir P.M. Road, Bombay-400001—Caustic 
Soda—(Surrendered) 

Shri Satish Timblo, Murgao, Goa. (Goa, Daman & Diu)— 
Forged Hand Tools—(Lapsed) 

M/s General Industrial Society Ltd, 8, India Exchange FIace» 
Calcutta-1. (Madhya Pradesh)—Fatty Acids and Glycerine— 
(Surrendered) | 
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Nation's health and 
pharmaceutical industry 


In terms of resources for economic development nothing 
Is of higher importance than the health of the people which 
Is a measure of their energy and capacity. Extracts from 
a brochure prepared by the Organisation of Pharmaceutical 
Producers of India giving details about the country’s 
progress in the field of health care and development of 
pharmaceutical Industry since Independence are reprodu¬ 
ced below. 


In India ‘Health’ is more than 
a problem. It is a challenge. 
A challenge that has been well- 
met and is progressively near¬ 
ing fulfilment. 

When the national govern¬ 
ment took over in 1947, the 
situation that confronted it 
was appalling. The rate of 
child mortality was alarmingly 
high and the life expectancy 
of Indians was among the 
lowest in the wo/ld with epi¬ 
demics frequently taking a 
heavy toll. Uncouted numbers 
of people were suffering from 
endemic diseases. 

Bringing about a speedy im¬ 
provement in public health 
was a major challenge that 
the national government took 
up 28 years ago. The success 
of the government’s efforts in 
meeting the challenge in the 
past twentyeight years can 
be measured by the remarkable 
improvement that has been 
brought about in the health of 
the nation. 

Measurable Indicators 

Here are some of the mea¬ 
surable indications of that 
remarkable improvement in the 
short span of just under three 
decades. 

♦Life expectancy has shot up 
by as much as 20 years. 
♦Infant mortality has been cut 
by about 40 per cent. 


♦Death rate has been slashed 
by almost one-half. 

This improvement in health 
standards is the combined re¬ 
sult of many factors. These 
include improved sanitation 
and water supply, early dia¬ 
gnosis and treatment of 
diseases, better hospital faci¬ 
lities, widespread adoption of 
preventive measures, daring 
surgical techniques, better 
diagnostic procedures and in¬ 
creased availability of modern 
medicines. 

Modern Medicines 
♦Have reduced the need for 
hospitalisation. 

♦Cure diseases faster than 
ever before. 

♦Have revolutionised the 
science of therapy. 

Creditable as these achieve¬ 
ments have been, they repre¬ 
sent only a fraction of what 
needs to be done to give our 
people a fuller life and our 
country a health-care system 
that measures up to the mini¬ 
mum demands of a welfare 
state. 

Consider for a moment what 
remains to be done: 

♦The average life expectancy 
in India is 52 years now. It 
is still very low compared to 
70-80 years in advanced coun¬ 
tries. 

♦Infant mortality in India, des¬ 
pite the recent reduction, is 
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yet very much higher than 
in other countries. 

♦The death rate, in spite of 
the successful control of epi¬ 
demics, is still very high. 
♦About half of all recorded 
deaths are amongst children 
under five from the combined 
effects of communicable- 
diseases and under-nourish¬ 
ment and/or malnutrition. 
♦More than 25 per cent of all 
villages in the country are 
without safe drinking water. 
♦The majority of the rural 
population which constitutes 
80 per cent of the total is 
still beyond the catchment 
area of the health facilities. 
♦The availability of health 
facilities in the country is 
inadequate and generally 
lopsided. 

The same is true of basic 
health facilities. The number 
of hospital beds available at 
present is only 2,80,000 for a 
population of over 600 million, 
a ratio of one bed per 2,000 
population, though it is true 
it has gone up from one bed 
per 3,000 population at the 
end of the ’forties. The number 
of doctors available is 1,38,000, 
giving a doctor-population 
ratio of 1 : 4400. The norms 
recommended by the Health 
Survey and Planning Com¬ 
mittee (Mudaliar Committee) 
are one bed per 1000 popu¬ 
lation and one doctor per 
2000-3500 population. We 
have still a long way to go to 
reach these norms. 

The per capita consumption 
of medicines in India is barely 
Rs 7.5 per annum at present 
as compared to Rs 310 in the 


USA, Rs 78 in the UK, 
Rs 235 in West Germany, 
Rs 241 in France Rs 252 in 
Japan and Rs 211 in Italy, 
in 1971. 

It is true that health is not 
merely a matter of medicines, 
doctors and hospitals. The 
importance of nourishing food, 
proper clothing, housing sani¬ 
tation, etc, is obvious. And 
that makes the problem a 
challenge of unparalleled 
dimensions. 

The government is, no 
doubt, doing its utmost to 
solve the problem. But the 
problem is far too big to be 
handled effectively by any 
single agency. It needs the 
active assistance and coopera¬ 
tion of every one concerned 
with the health of the nation, 
whether as individuals or as 
institutions. 

Life Expectation 

One of the most important 
indicators of health is the 
expectation of life at birth. 
The expectation of life at 
birth, which was 32.1 years 
during the decennium 1941-50, 
increased to 52.6 years by 
1971. 

Equally significant is the 
trend of birth and death 
rates. The birth rate which 
was 39.9 per 1,000 in 1941-50 
declined to 38.6 in 1966-70. 
It is estimated to have come 
down further to around 35.0 
during 1971-75, thanks to the 
family planning movement. 

The death rate fell from 
27.4 per 1,000 in 1941-50 to 
14.0 during 1966-70 and fur¬ 
ther to 11.3 during 1971-75. 
Control of communicable 
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diseases and expanded medi¬ 
care facilities have brought 
about this striking reduction 
in the death rate over the last 
two decades. 

Table I 


Expectation of Life (Years) 


Year 

Males 

Fe¬ 

males 

Total 

1941-50* 

32.5 

31.7 

32.1 

1951-60* 

41.9 

40.6 

41.2 

1961-65** 

48.7 

47.4 

48.1 

1966-70** 

53.2 

51.9 

52.6 


♦Census estimate ♦♦Projections of 
Planning Commission Committee on 
Population. 



Table II 

Birth & Death 

Rates 



(per 1000) 

Year Birth rate 

Death 



rate 

1941-50* 

39.9 

27.4 

1951-60* 

41.7 

22.8 

1961-65** 

41.0 

17.2 

1966-70** 

38.6 

14.0 

1971-75** 

35.1 

11.3 

1976-80** 

28.7 

9.2 


♦Census estimates ♦♦Projections of 
the expert Committee on Population 
of the Planning Commission in 1964. 

No less significant has been 
the declining trend of infant 
mortality. The rate of infant 
mortality was as high as 183 
per 1,000 live births in 1941-50; 
it declined steeply to 113 
during 1966-70. 


Table HI 

Infant Mortality Rate 

(per 1000) 


Year 

Males 

Fe¬ 

males 

Total 

1941-50* 

190 

175 

183 

1951-60* 

153 

138 

146 

1961-65** 

131 

121 

126 

1966-70** 

115 

112 

113 


♦Census estimates. ♦■'Projections of 
Planning Commission's Committee 
on Population. 


Hi! 

But there is still a long way 
to go before infant mortality 
trends in India can stand com¬ 
parison with the low rates in 
many of the advanced coun¬ 
tries. By 1946-51 itself infant 
mortality rates in some of the 
advanced countries were much 
lower than in India. The rates 
that prevailed then, for in¬ 
stance, in Sweden, New 
Zealand, Holland, the USA, 
and England and Wales were, 
respectively, 21, 23, 25, 29 and 
30 per 1,000 live births. 

Communicable Diseases 

In bringing about this happy 
result—higher life expectancy, 
fall in death rate and declining 
infant mortality—the govern¬ 
ment's health programmes, 
particularly those relating to 
control of communicable 
diseases, have played a major 
role. The trends of morbidity 
(affliction) and/or mortality 
caused by the major communi¬ 
cable diseases are revealing in 
this respect. 

The death rate due to cho¬ 
lera, for instance, declined 
from 93 per 100,000 in 1945 
to 0.6 in 1970. It is well on 
the way to eradication as 
morbidity and mortality due to 
the disease are being constantly 
reduced by the National Cho¬ 
lera Control Programme with 
its accent on preventive and 
control measures in the highly 
endemic areas. If the disease 
is to be wiped out completely 
from the country, it can be 
done only through all-round 
improvement of environmental 
sanitation as envisaged under 
the National Water Supply 
and Sanitation Programme. 

The mortality rate due to 
small-pox came down from 
50 per 100,000 in 1945 to 0.3 
in 1970. Only about 14,000 
cases, with nearly 2,400 
deaths, were reported in the 
entire country during 1971, as 
against 84,000 cases and 


26,000 deaths in 1967. This 
remarkable reduction in both 
morbidity and mortality rates 
can be mainly attributed to 
the 173 million primary vac¬ 
cinations and 718 million 
revaccinations done upto the 
end of 1971 by the National 
Smallpox Eradication units 
established in all the states 
by the end of 1962. Since 
1973 the incidence of the 
disease has further declined 
and it is expected that after 
1979 there will be practically 
no indigenous cases of small¬ 
pox. 

Mortality Rate 

Deaths due to dysentery 
and diarrhoea also declined 
from 80 per 100,000 in 1945 
to 46 in 1960. 

A similar trend was notic¬ 
ed in respect of respiratory 
diseases, the combined morta¬ 
lity rate in their case having 
come down by nearly one- 
half—from 150 per 100,000 in 
1945 to 83 in 1960. In parti¬ 
cular, pulmonary tuberculosis 
— the most widely prevalent 
form of that dreaded disease— 
has been sought to be contained 
by the National T.B. Control 
Programme though the num¬ 
ber of infectious cases—two 


million out of eight million 
active cases—is yet to be 
reduced to a level at which 
tuberculosis would no longer 
constitute a serious public 
health hazard. As the incidence 
of this disease is greatly influ¬ 
enced by the socio-economic 
factors, its more effective 
control and ultimate eradica¬ 
tion would partly depend on 
improvements in living stan¬ 
dards, particularly in respect 
of food and nutrition, housing 
and environmental sanitation. 

A nother scourge—malaria 
—has, however, been more 
effectively controlled since 
independence. In 1947 the 
morbidity rate of malaria was 
more than 20 per cent—repre¬ 
senting 75 million cases— 
which resulted in 1.6 million 
deaths due to both direct and 
indirect effects of the disease. 
This rate was nearly halved by 
1953 to 10.8 percent. Thanks 
to the National Malaria Con¬ 
trol Programme launched in 
1953 with the aid of USA 
and WHO, the case (morbi¬ 
dity) rate declined further to 
4.4 per cent over the five 
years that followed. Indeed 
the control programme was so 
effective that there were only 
0.15 million cases during 1966. 


Table IV 

Death Rate per 100,000 Due to Some Major Diseases 


Period 

Cholera 

Smallpox Plague 

Dysentery & 
Diarrhoea 

Respiratory 

diseases 

1930 

133 

33 


~ 

- 

1935 

78 

36 

— 

— 

— 

1940 

30 

25 

7 

90 

160 

1945 

93 

50 

10 

80 

150 

1930 

36 

30 

6 

60 

120 

1955 

33 

10 

0.0 

60 

130 

1960 

5 

9 

0.0 

46 

83 

1965 

3 

2 

0.0 

+ 

+ 

1970 

0.6 

0.3 

0.0 

+ 

+ 


+ Not available 
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It has been the biggest single 
factor in the reduction of the 
death rate over the last two 
decades. However, the recent 
recrudescence of malaria again 
poses a major public health 
challenge. 

Endemic Disease 

Filaria is an endemic disease 
next only to malaria and 
tuberculosis in its widespread 
incidence. As many as 136 
million persons live in the 
filarious areas of the country 
and they are, therefore, ex- 
^ posed to the risk of infection. 

' There are already eight million 
chronic cases with different 
manifestations of the disease 
and about 12 million people 
are estimated to have micro¬ 
filaria in their blood. Control 
of this disease, initiated 
towards the end of the first 
Plan, is a slow, long-term 
process because filarial infec¬ 
tion has peculiarly complex 
features. What has been 
sought to be achieved by the 
control programme is to reduce 
transmission of infection and 
also prevent subsequent recru¬ 
descence by bringing about 
continued reduction in the 
reservoir of infection. 

Control programmes for 
other communicable diseases 
" such as leprosy, trachoma and 
venereal diseases have also 
been in operation on a conti¬ 
nuing basis under successive 
Plans. Expenditure for the 
control of these and other 
communicable diseases men¬ 
tioned earlier increased more 
than fourfold from Rs 23 crores 
during the first Plan to Rs 99 
crores during the fourth Plan. 

Health Care Programmes 

The health of the nation 
has always been one of the 
major concerns of the govern¬ 
ment and the Planning Com¬ 
mission. Within the limita¬ 


tions imposed by resources 
availability, they have accord¬ 
ed high priority in the alloca¬ 
tion of funds for the various 
health care programme which 
benefit the community at large. 

Public outlay on health care 
programmes such as those 
relating to control of com¬ 
municable diseases, hospitals 
and dispensaries, medical edu¬ 
cation and research, indigen¬ 
ous system of medicine and 
homeoopathy and training of 
health workers have increased 
substantially from Plan to 
Plan. The expenditure was 
about Rs 90 crores during the 
first Plan period, Rs 146 crores 
during the second, Rs 226 
crores during the third, Rs 140 
crores under the 1966-69 
annual Plans, and Rs 344 
crores during the fourth Plan 
period. The outlays proposed 
for the fifth Plan period are 
much as Rs 796 crores. 

Table V 

Plan Outlays on Health Care 
Programmes 


(Rs crores) 


1st Plan 

90.3 

2nd Plan 

146.0 

3rd Plan 

225.9 

Annual Plans 

140.1 

4th Plan 

343.9 

Sth Plan 

796.0* 


*Rs 291.5 crores for Minimum 
Needs Programme. 

Source: Draft fifth five year 
Plan. 

Programmes for control of 
communicable diseases absorb¬ 
ed, especially since the second 
Plan, the largest share of allo¬ 
cations for health care. Hos¬ 
pitals, dispensaries and pri¬ 
mary health centres claimed the 
next largest share. Medical 


education, research and train¬ 
ing of health workers occupi¬ 
ed the third place in allocations. 

The Minimum Needs Pro¬ 
gramme, which will involve 
an outlay of Rs 291.5 crores 
during the fifth Plan period, 
has now been accorded the 
highest priority. This pro¬ 
gramme, insofar as it relates 
to rural health, is of wider 
scope: It envisages a mini¬ 
mum uniform availability of 
public health facilities cove¬ 
ring preventive medicine. 


family planning, nutrition, 
detection of early morbidity 
and reference of serious cases 
to an appropriate higher 
echelon; supply of drinking 
water to villages suffering 
from chronic scarcity or having 
unsafe sources of water; and 
environmental improvements 
of slums. The targets of the 
programme are: 

(1) One primary health centre 
for each community deve¬ 
lopment block; 

(2) One sub-centre for a 


Table VI 


Health Progammes: Programme-wise Break-up of Plan Outlays 

(Rs crores) 


Programme I Plan II Plan HI Plan 1966-69 IV Plan V Plan 

* ** 

Control of communi¬ 
cable diseases 23.1 

64.0 

70.5 

N.A. 

99.3 

168.6 

Hospitals, dis¬ 
pensaries Sc public 
health centres 25.0 

36.0 

61.7 

N.A. 

82.7 

155.3 

Medical education, 
research Sc training 21.6 

36.0 

56.3 

N.A. 

86.0 

111.8 

Indigenous system 
of medicine Sc 
homoeopathy 0.4 

4.0 

9.8 

N.A. 

15.1 

28.1 

Minimum Needs 
Programmes — 




34.3 

291.5 

Other programmes 20.2 

6.0 

27.6 

— 

26.6 

40.8 

Total 90.3 146.0 

225.9 

— 

343.9 

796.0 

Health Related 

Family Planning 0.7 3.0 

Programmes 

27.0 N.A. 

276.5 

516.0 

Nutrition — 

— 

— 

— 

100.0 

745.0 

Water supply & 
sanitation 49.0 

76.0 

105.3 

N.A. 

650.0 

1095.6 

Environmental 

improvements 

in slum areas — 




30.0 

94.6 

Total 49.7 

79.0 

132.3 

N.A. 

1056.5 

2451.2 


N.A. Not available ♦Anticipated ♦♦Proposed 
N.B. Figures have been rounded off to the first decimal 
point; they do not add up exactly to totals 

Source: Planning Commission. 
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population unit of 10,000; 

(3) Making up the backlog 
and deficiencies in buil¬ 
dings, staff, equipment, 
etc; 

(4) Provision of drugs at the 
enhanced level of 
Rs 12,000 per annum per 
primary health centre and 
Rs 2,000 per annum per 
sub-centre; and 

(5) Upgradation of one in four 
primary health centres to 
30-bedded rural hospitals. 

It will thus be seen that the 
Minimum Needs Programme 
is designed to supplement the 
other health care programmes 
by strengthening the primary 
health centre complex and by 
integrating health, nutrition 
and family planning services. 

The health care programmes 
described in the foregoing sec¬ 
tion are not the only ones 
relevant to public health, in 
fact, health planning in India 
has aquired an increasingly 
wider scope covering as it 
does (i) family planning, (ii) 
nutrition, (iii) water supply 
and sanitation, and (iv) envi¬ 
ronmental improvement of 
slum areas. Thanks to the 
greater accent on these aspects 
since the fourth Plan, the 
programmes relating to them 
involve a much larger aggre¬ 
gate outlay than on the health 
care programmes proper. 

Population & Family Planning 

The urgency of the popu¬ 
lation problem has called for 
a bigger nationwide effort to 
bring down the birth rate, so 
as to neutralise significantly 
the impact of the fall in the 
death rate brought about by 
modern medicine and health 
care. This explains why the 
outlay on family planning 
(birth control) has been step¬ 
ped up from just under Rs 1 
crore during the first Plan 
period to Rs 276 crores during 


the fourth, and is proposed to 
be increased to Rs 516 crores 
under the fifth Plan. Actual 
achievements in this crucial 
sector have fallen short of 
fourth Plan targets. 

The family planning pro¬ 
gramme will continue to be a 
centrally-sponsored programme 
upto the end of 1983-84. As 
family planning services will 
be increasingly integrated 
with those for health, mater¬ 
nity and child health and nut¬ 
rition, it would be more appro¬ 
priate to describe it as a 
‘family welfare planning pro¬ 
gramme*. The supreme objec¬ 
tive of the programme is to 
reduce the birth rate to 30 per 
1,000 by 1978-79 and further 
to 25 per 1,000 by 1983-84. 

Problems of Nutrition 

It is well known that under¬ 
nourishment in India is a wide¬ 
spread phenomenon resulting 
mainly from poverty. About 
half of all recorded deaths arc 
amongst children under five 
from the combined effects of 
communicable diseases and 
under nourishment and/or 
malnutrition. It is a gigantic 
problem requiring colossal 
resources. A beginning has 
already been made to attack 
the problem at its root by 
taking care of pregnant 
women, lactating mothers and 
pre-school children of the 
weaker sections of society. 

Anything like a coordinat¬ 
ed nutrition programme had a 
substantial start only during 
the fourth Plan period with 
an outlay of about Rs 100 
crores. The programme en¬ 
visaged for the fifth Plan is of 
much larger magnitude invol¬ 
ving an aggregate outlay of 
Rs 745 crores. The bulk of 
this outlay will be on account 
of: 

♦The mid-day meals pro¬ 
gramme for school children — 


Rs 312 crores (including 
Rs 200 crores of CARB assis¬ 
tance expected in the form of 
food). 

♦The supplementary feeding 
programme for children in 
the age group 0—6 and preg¬ 
nant women and lactating 
mothers in tribal, slum and 
drought-prone areas—Rs 218 
crores. 

♦Integrated child care ser¬ 
vices in the social welfare sec¬ 
tor—Rs 140 crores. 

Water Supply & Sanitation 

Supply of safe drinking 
water is of cardinal importance 
to public health as what is 
sought thereby is a substantial 
reduction in the incidence of 
water-borne diseases. Sanitary 
facilities for the proper dispo¬ 
sal of wastes have also the 
same objective. Between them, 
they constitute the principal 
environmental control mea¬ 
sures against the transmission 
of most water-borne diseases. 


Given, the magnitude of the 
problem and the constraint of 
resources, only a small dent 
has been made in the overall 
problem. 

Thus, whilst four-fifths of 
the urban population have 
piped (protected) water supply 
now, nearly 1.2 lakh villages 
with a population of more 
than 60 million do not still 
have even the most elementary 
water supply system. As for 
sewerage, only 40 per cent of 
the urban population have the 
requisite facilities. Most 
medium and smaller towns 
have no sewerage systems. In 
the rural areas, implementation 
of proper sewerage and drain¬ 
age schemes has hardly begun. 

It is in view of this appalling 
situation that the magnitude 
of effort has been lately en¬ 
larged. As against the modest 
outlay of Rs 49 crores during 
the first Plan period the out¬ 
lay during the fourth Plan 
perod was as much as Rs 650 


Table VII 

Infrastructure for Health Care (as at the end of Plans) 


1 Plan II Plan III Plan IV Plan V Plan 
(antici- (targeted) 
pated) 


Hospitals & 


dispensaries 10,000 12,000 

14,600 

N.A. 

N.A. 

Hospital beds 123,000 185,600 

240,100 

281,000 

321,600 

Primary health 





centres (PHC) 

725 2,800 

.4,900 

5,250 

5,351 

Sub-centres of PHCs N.A. N.A. 

N.A. 

33,000 

44,026 

Rural hospitals 

— — 

— 

__ 

1,293 

Medical colleges 

42 57 

87 

99 

99 

Annual admissions 





in medical colleges 

3,500 5,000 

10,625 

12,500 

13,000 

Doctors in practice 65,000 70,000 

86,000 

138,000 

176,000 

Nurses 

18,500 27,000 

45,000 

88,000 

123,000 

Auxiliary nurses- 





midwives 

12,780 19,900 

35,000 

64,600 

N.A. 

Health visitors 

800 1,500 

4,200 

N.A. 

N.A. 

Nurses-dais 

6,400 11,500 

28,000 

N.A. 

N.A. 

Sanitory inspectors/ 





health assistants 

4,000 6,000 

18,000 

32,000 

N.A. 

Pharmacists 

N.A. 42000 

48,000 

66,000 

N.A. 
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crores—Rs 455 crores (includ¬ 
ing Rs 75 crores of expenditure 
by the Calcutta Metropolitan 
Development Authority) for 
urban water supply and sani¬ 
tation and Rs 195 crores for 
rural water supply and sanita- 
tation. Still bigger outlays— 
Rs 506 crores (including Rs 75 
crores for Calcutta) for urban 
water supply and sanitation 
and Rs 573 crores for rural 
water supply and sanitation are 
proposed for the fifth Plan. 
In addition, some part of the 
provision of Rs 250 crores 
f made for integrated urban 
development in the central 
sector would be available for 
water supply and sanitation 
in urban projects of national 
importance. 

The scheme for environ¬ 
mental improvement in slum 
areas has been in operation 
only since 1972-73. Provision 
for improvement of water sup¬ 
ply, sewerage and community 
latrine facilities in slums 
(which are not likely to be 
cleared during the next 10 
years) is the object of this 
scheme. It may help in the 
control of communicable 
diseases prevalent in, and 
trnsmitted from, such slums. 
A threefold increase in outlay 
on the scheme—from Rs 30 


erores In the fourth Plan 
period to nearly Rs 95 crores 
in the fifth— is envisaged. 

In sum, the size of the 
health plan as a whole cover¬ 
ing health care programmes 
proper, family planning, nut¬ 
rition, water supply and sani¬ 
tation, and environmental 
improvement of slums will 

have increased twentythree¬ 
fold—from Rs 140 crores 
during the first Plan period to 
about Rs 3,250 crores during 
the Fifth Plan period. 

Infrastructure for Healthcare 

Thanks to the greatly in¬ 
creased outlays on health 

care and related programmes, 
especially since the third 

Plan, the institutional facili¬ 
ties and trained manpower 

required for the more effective 
administration of such pro¬ 
grammes have increased very 
considerably. 

Thus, the number of hos¬ 
pitals and dispensaries in the 
country increased from 10,000 
at the end of the first Plan to 

14.600 at the end of the third, 
it must be considerably more 
now, though the exact figure 
is not available. The number 
of hospital beds has more than 
doubled—from 125,000 to 

281.600 at present. Primary 


health centres presently num¬ 
ber 5,250 as against 725 at 
the end of the first Plan, and 
the number of subcentres has 
reached a total of 33,000 by 
now. 

Likewise, the number of 
medical colleges has increased 
from 42 to 99. Annual admis¬ 
sions in these colleges have 
nearly quadrupled from 
3,500 to 12,500. There are 
now 138,000 doctors and 
88,000 nurses as against 65,000 
and 18,500, respectively, at 
the end of the first Plan. Sub¬ 
stantial increases have also 
been recorded in the number 
of paramedical personnel 
such as auxiliary nurse-mid- 
wives, and midwives health 
visitors, sanitary inspectors 
and pharmacists. 

Impressive though these 
achievements are, they still 
fall short of the requirements 
based on the norms suggested 
by the Health Survey & Plan¬ 
ning Committee. 

Mention should also be 
made of the infrastructure 
facilities available for the con¬ 
trol of tuberculosis and for 
the family planning pro¬ 
gramme. As for TB control, 
there are now 278 district TB 
centres, 17 demonstration 


training centres and 36,500 
TB isolation beds, as against 
170,15 and 35,00, respectively, 
at the end of 1968-69. 

Welfare Programmes 

In the field of Family Welfare 
Planning (FWP), the rural 
centres and subcentres are part 
of the PHC complex of centres 
and sub-centres. So, there 
are, and will be, as many FWP 
centres and subcentres as there 
are primary health centres and 
sub-centres. For the urban 
areas there are nearly 2,000 
FWP centres. The number of 
sterlisation beds has increas¬ 
ed more than sixfold over the 
last five years. Inadequacy of 
transport has been one of the 
serious bottlenecks in the 
family planning programme. 
The number of vehicles in use 
represents less than 50 per 
cent of the estimated require¬ 
ment of 8,000. The outlay of 
Rs 24 crores proposed in the 
fifth Plan for procurement 
and maintenance of vehicles 
may make good the larger 
part of the deficiency. 

A broad measure of the faci¬ 
lities required for the family 
planning programme is provid¬ 
ed by the anticipated expendi¬ 
ture on service and supplies, 


Table VIII 


Requirements & Availability of Medical and Para-Medical Manpower 


Category 

Ratio to 

population 

recommended 

by Health 

Survey Sc 

Planning 

Committee 

Requirement 

Actual 

position 

1972-73 

Ratio to 

population 

1972-73 

Actual Ratio to 

position population 

1973-74 1973-74 

(anticipated) (end year of 

IV Plan) 

Doctors 

1:3,500 

170,870 

133,530 

1:4,366 

138,000 

1:4239 

Dentists 

1:30,000 

19,900 

8,400 

1:67,845 

N.A. 

N.A. 

Nurses 

1:5,000 

120,000 

82,330 

1:6,922 

88,000 

1:6648 

Auxiliary nurse—midwives 

1:5,000 

120,000 

50,000 

1:11,398 

64,600 

1:9066 

Santitary inspectors 

1:10,000 

59,000 

30,060 

1:18,959 

32,600 

1:1794 


Source: ‘Report 1972*73’, Ministry of Health and Family Planning, Government of India. 
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population unit of 10,000; 

(3) Making up the backlog 
and deficiencies in buil¬ 
dings, staff, equipment, 
etc; 

(4) Provision of drugs at the 
enhanced level of 
Rs 12,000 per annum per 
primary health centre and 
Rs 2,000 per annum per 
sub-centre; and 

(5) Upgradation of one in four 
primary health centres to 
30-bedded rural hospitals. 

It will thus be seen that the 
Minimum Needs Programme 
is designed to supplement the 
other health care programmes 
by strengthening the primary 
health centre complex and by 
integrating health, nutrition 
and family planning services. 

The health care programmes 
described in the foregoing sec¬ 
tion are not the only ones 
relevant to public health, in 
fact, health planning in India 
has aquired an increasingly 
wider scope covering as it 
does (i) family planning, (ii) 
nutrition, (iii) water supply 
and sanitation, and (iv) envi¬ 
ronmental improvement of 
slum areas. Thanks to the 
greater accent on these aspects 
since the fourth Plan, the 
programmes relating to them 
involve a much larger aggre¬ 
gate outlay than on the health 
care programmes proper. 

Population & Family Planning 

The urgency of the popu¬ 
lation problem has called for 
a bigger nationwide effort to 
bring down the birth rate, so 
as to neutralise significantly 
the impact of the fall in the 
death rate brought about by 
modern medicine and health 
care. This explains why the 
outlay on family planning 
(birth control) has been step¬ 
ped up from just under Rs 1 
crore during the first Plan 
period to Rs 276 crores during 


the fourth, and is proposed to 
be increased to Rs 516 crores 
under the fifth Plan. Actual 
achievements in this crucial 
sector. have fallen short of 
fourth Plan targets. 

The family planning pro¬ 
gramme will continue to be a 
centrally-sponsored programme 
upto the end of 1983-84. As 
family planning services will 
be increasingly integrated 
with those for health, mater¬ 
nity and child health and nut¬ 
rition, it would be more appro¬ 
priate to describe it as a 
'family welfare planning pro¬ 
gramme'. The supreme objec¬ 
tive of the programme is to 
reduce the birth rate to 30 per 
1,000 by 1978-79 and further 
to 25 per 1,000 by 1983-84. 

Problems of Nutrition 

It is well known that under¬ 
nourishment in India is a wide¬ 
spread phenomenon resulting 
mainly from poverty. About 
half of all recorded deaths arc 
amongst children under live 
from the combined effects of 
communicable diseases and 
under nourishment and/or 
malnutrition. It is a gigantic 
problem requiring colossal 
resources. A beginning has 
already been made to attack 
the problem at its root by 
taking care of pregnant 
women, lactating mothers and 
pre-school children of the 
weaker sections of society. 

Anything like a coordinat¬ 
ed nutrition programme had a 
substantial start only during 
the fourth Plan period with 
an outlay of about Rs 100 
crores. The programme en¬ 
visaged for the fifth Plan is of 
much larger magnitude invol¬ 
ving an aggregate outlay of 
Rs 745 crores. The bulk of 
this outlay will be on account 
of: 

•The mid-day meals pro¬ 
gramme for school children — 


Rs 312 crores (including 
Rs 200 crores of CARG assis¬ 
tance expected in the form of 
food). 

♦The supplementary feeding 
programme for children in 
the age group 0—6 and preg¬ 
nant women and lactating 
mothers in tribal, slum and 
drought-prone areas—Rs 218 
crores. 

♦Integrated child care ser¬ 
vices in the social welfare sec¬ 
tor—Rs 140 crores. 

Water Supply & Sanitation 

Supply of safe drinking 
water is of cardinal importance 
to public health as what is 
sought thereby is a substantial 
reduction in the incidence of 
water-borne diseases. Sanitary 
facilities for the proper dispo¬ 
sal of wastes have also the 
same objective. Between them, 
they constitute the principal 
environmental control mea¬ 
sures against the transmission 
of most water-borne diseases. 


Given, the magnitude of the 
problem and the constraint of 
resources, only a small dent 
has been made in the overall 
problem. 

Thus, whilst four-fifths of 
the urban population have 
piped (protected) water supply 
now, nearly 1.2 lakh villages 
with a population of more 
than 60 million do not still 
have even the most elementary 
water supply system. As for 
sewerage, only 40 per cent of 
the urban population have the 
requisite facilities. Most 
medium and smaller towns 
have no sewerage systems. In 
the rural areas, implementation 
of proper sewerage and drain¬ 
age schemes has hardly begun. 

It is in view of this appalling 
situation that the magnitude 
of effort has been lately en¬ 
larged. As against the modest 
outlay of Rs 49 crores during 
the first Plan period the out¬ 
lay during the fourth Plan 
perod was as much as Rs 650 


Table VII 


Infrastructure for Health Care (as at the end of Plans) 


I Plan 11 Plan 

111 Plan 

i 

IV Plan 
[antici¬ 
pated) 

V Plan 
(targeted) 

Hospitals & 





dispensaries 10,000 12,000 

14,600 

N.A. 

N.A. 

Hospital beds 123,000 185,600 

240,100 

281,000 

321,600 

Primary health 





centres (PHC) 

725 2,800 

.4,900 

5,250 

5,351 

Sub-centres of PHC’s N.A. N.A. 

N.A. 

33,000 

44,026 

Rural hospitals 

— — 

— 

— 

1,293 

Medical colleges 

42 57 

87 

99 

99 

Annual admissions 





in medical colleges 

3,500 5,000 

10,625 

12,500 

13,000 

Doctors in practice 65,000 70,000 

86,000 

138,000 

176,000 

Nurses 

18,500 27,000 

45,000 

88,000 

123,000 

Auxiliary nurses- 





midlives 

12,780 19,900 

35,000 

64,600 

N.A. 

Health visitors 

800 1,500 

4,200 

N.A. 

N.A. 

Nurscs-dais 

6,400 11,500 

28,000 

N.A. 

N.A. 

Sanitory inspectors/ 





health assistants 

4,000 6,000 

18,000 

32,000 

N.A. 

Pharmacists 

N.A. 42000 

48,000 

66,000 

N.A. 
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crores—Rs 455 crores (Includ¬ 
ing Rs 75 crores of expenditure 
by the Calcutta Metropolitan 
Development Authority) for 
urban water supply and sani¬ 
tation and Rs 195 crores for 
rural water supply and sanita- 
tation. Still bigger outlays— 
Rs 506 crores (including Rs 75 
crores for Calcutta) for urban 
water supply and sanitation 
and Rs 573 crores for rural 
water supply and sanitation are 
proposed for the fifth Plan. 
In addition, some part of the 
provision of Rs 250 crores 
made for integrated urban 
development in the central 
sector would be available for 
water supply and sanitation 
in urban projects of national 
importance. 

The scheme for environ¬ 
mental improvement in slum 
areas has been in operation 
only since 1972-73. Provision 
for improvement of water sup¬ 
ply, sewerage and community 
latrine facilities in slums 
(which are not likely to be 
cleared during the next 10 
years) is the object of this 
scheme. It may help in the 
control of communicable 
diseases prevalent in, and 
trnsmitted from, such slums. 
A threefold increase in outlay 
on the scheme—from Rs 30 


crores in the fourth Plan 
period to nearly Rs 95 crores 
in the fifth— is envisaged. 

In sum, the size of the 
health plan as a whole cover¬ 
ing health care programmes 
proper, family planning, nut¬ 
rition, water supply and sani¬ 
tation, and environmental 
improvement of slums will 
have increased twentythree¬ 
fold—from Rs 140 crores 
during the first Plan period to 
about Rs 3,250 crores during 
the Fifth Plan period. 

Infrastructure for Health Care 

Thanks to the greatly in¬ 
creased outlays on health 
care and related programmes, 
especially since the third 
Plan, the institutional facili¬ 
ties and trained manpower 
required for the more effective 
administration of such pro¬ 
grammes have increased very 
considerably. 

Thus, the number of hps- 
pitals and dispensaries in the 
country increased from 10,000 
at the end of the first Plan to 

14.600 at the end of the third. 
It must be considerably more 
now, though the exact figure 
is not available. The number 
of hospital beds has more than 
doubled—from 125,000 to 

281.600 at present. Primary 


healtb centres presently num¬ 
ber 5,250 as against 725 at 
the end of the first Plan, and 
the number of subcentres has 
reached a total of 33,000 by 
now. 

Likewise, the number of 
medical colleges has increased 
from 42 to 99. Annual admis¬ 
sions in these colleges have 
nearly quadrupled from 
3,500 to 12,500. There are 
now 138,000 doctors and 
88,000 nurses as against 65,000 
and 18,500, respectively, at 
the end of the first Plan. Sub¬ 
stantial increases have also 
been recorded in the number 
of paramedical personnel 
such as auxiliary nurse-mid¬ 
wives, and midwives health 
visitors, sanitary inspectors 
and pharmacists. 

Impressive though these 
achievements are, they still 
fall short of the requirements 
based on the norms suggested 
by the Health Survey & Plan¬ 
ning Committee. 

Mention should also be 
made of the infrastructure 
facilities available for the con¬ 
trol of tuberculosis and for 
the family planning pro¬ 
gramme. As for TB control, 
there are now 278 district TB 
centres, 17 demonstration 


Table VIII 


Requirements & Availability of Medical and Para-Medical Manpower 


training centres and 36,500 
TB isolation beds, as against 
170,15 and 35,00, respectively, 
at the end uf 1968-69. 

Welfare Programmes 

In the field of Family Welfare 
Planning (FWP), the rural 
centres and subcentres are part 
of the PHC complex of centres 
and sub centres. So, there 
are, and will be, as many FWP 
centres and subcentres as there 
are primary health centres and 
sub-centrcs. For the urban 
areas there are nearly 2,000 
FWP centres. The number of 
sterlisation beds has increas¬ 
ed more than sixfold over the 
last five years. Inadequacy of 
transport has been one of the 
serious bottlenecks in the 
family planning programme. 
The number of vehicles in use 
represents less than 50 per 
cent of the estimated require¬ 
ment of 8,000. The outlay of 
Rs 24 crores proposed in the 
fifth Plan for procurement 
and maintenance of vehicles 
may make good the larger 
part of the deficiency. 

A broad measure of the faci¬ 
lities required for the family 
planning programme is provid¬ 
ed by the anticipated expendi¬ 
ture on service and supplies, 


Category 

Ratio to 

population 

recommended 

by Health 

Survey & 

Planning 

Committee 

Requirement 

Actual 

position 

1972-73 

Ratio to 

population 

1972-73 

-?--- ——- — 

Actual Ratio to 

position population 

1973-74 1973-74 

(anticipated) (end year of 

IV Plan) 

Doctors 

1:3,500 

170,870 

I3%530 

1:4,366 

138,000 

1:4239 

Dentists 

1:30,000 

19,900 

8,400 

1:67,845 

N.A. 

N.A. 

Nurses 

1:5,000 

120,000 

82,330 

1:6,922 

88,000 

1:6648 

Auxiliary nurse—midwives 

1:5,000 

120,000 

50.000 

1:11,398 

64,600 

1:9066 

Santitary inspectors 

1:10,000 

59,000 

30,060 

1:18,959 

32,600 

1:1794 


Source: ‘Report 1972-73’, Ministry of Healtb and Family Planning, Government of India. 
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training, mass education, eva¬ 
luation and organisation, am¬ 
ounting to nearly Rs 260 crores 
during the fourth Plan period, 
and the porposed expenditure 
of Rs 480 crores for the fifth 
Plan period. 

Role of Drugs in Health Care 

Drugs play an important role 
in health care. Ready availa¬ 
bility of a wide range of thera¬ 
peutic and prophylactic drugs 
is one of the basic postulates 
of our public health pro¬ 
grammes. It is this availability 
in an ever-increasing measure, 
that has ensured the effective 
implementation of our health 
care programmes under succes¬ 
sive Plans. The remarkable 
improvement in the health of 
the nation since the 'fifties as 
measured by the higher life 
expectancy and lower infant 
mortality and death rates can 
be attributed, among other 
things, to the drugs made avai¬ 
lable for the control of killer 
diseases like cholera, plague, 
small-pox and tuberculosis and 
of debilitating diseases like 
malaria and filaria. The pro¬ 
gressively increased use of 
modern medicines—preventive 
and curative—has thus no 
doubt decisively helped in the 
mitigation of the virulence of 
several endemic diseases and 
in the near-eradication of 
some others, and in raising the 
general health standards in the 
country. 

Manufacture of such medi¬ 
cines is an organised industry 
in India. It is an industry with 
very ancient traditions and a 
modern superstructure. The 
art of making medicines has a 
hoary past in our country. And 
the modern science of making 
complex synthetic drugs is a 
natural extension of this an¬ 
cient tradition and has its beg¬ 
inning in the first decade of 
this century. 

Thanks to an encouraging 


anti enabling "government po¬ 
licy, coupled with the initia¬ 
tive and enterprise of the 
industry, India has had a 
diversified and dynamic 
growth and has achieved the 
distinction, according to the 
rating of the United Nations 
Industrial Development Orga¬ 
nisation (UNIDO), of leading 
the other developing countries 
in the establishment and ope¬ 
ration of a modern pharmaceu¬ 
tical industry that matches the 
world's best in the range, 
variety and quality of its pro¬ 
ducts. The very fact that our 
country now exports annually 
as much as Rs 24-25 crores 
worth of drugs and pharma¬ 
ceuticals not only to a number 
of developing countries but to 
several advanced countries as 
well is an eloquent testimony 
to their high quality. 

Wide Range 

The drugs now manufactur¬ 
ed by the industry cover a wide 
therapeutic spectrum ranging 
from antibiotics to vitamins. 
Various drugs are being pro¬ 
duced for the treatment of a 
host of disease conditions— 
antibiotics like penicillin, stre¬ 
ptomycin, chloramphenicol 
and tetracycline; sulpha drugs 
such as Sulfadiazin, Sulfadimi¬ 
dine, Sulfathiazole, Sulfamethi- 
zole, Sulfasomidine; antituber¬ 
culosis drugs like PAS and 
INH; antidysentery drugs, 
namely, halogenated oxyquino- 
lines, anti-leprosy drugs, 
namely, DDS and derivatives; 
anti-diabetic drugs such as 
Insulin and Tolbutamide; 
synthetic * anti-malarial drugs 
like Amodiaquin, and Chloro- 
quin, anti-filarial drugs like 
Diethylcarbamazine Citrate; 
anaesthetics such as Procain 
and Ether; analgesics and anti¬ 
pyretics such as Aspirin, So¬ 
dium Salicylate, Phenacetin, 
Paracetamol, Analgin and 
Phenylbutazone; anti-hclmin- 


tlcs, namely, Piperazine and 
its salts; barbiturates like 
Phenobarbitone; a variety 
of synthetic hormones and 
corticosteroids; drugs of 
vegetable origin such as Quino- 
ine, Atropine Caffein, Codein, 
Morphine, Strychnine and 
Brucine, anti-depressants and 
trrquillizers like Diazepam and 
Meprobamate; Vitamin A,B, 
B2, B12, C, D2, D3 and 

K, Folic Acid and Nicotinic 
Acid; immunological agents 
like Dipetheria Anti-toxin, 
Tetanus Anti-toxin, Triple 
Vaccine, B.C.G. Vaccine and 
Polio Vaccine; and miscella¬ 
neous drugs such as Calcium 
Gluconate, Ferrous Gluconate 
and Nikethamide. The list is 
by no means exhaustive it is 
only illustrative of the wide 
variety of drugs manufactured 
in the country today. 

AH these drugs and many 
more are manufactured from 
basic stages using mostly indi¬ 
genous raw materials and 
chemicals and the most upto- 
date technologies and research 
results made available to 
the Indian industry through 
collaboration agreements. The 
industry has also built up over 
the years an excellent system 
of distribution that ensures 
the ready availability of medi¬ 
cines throughout the country. 
The tools to combat diseases, 
relieve pain and save lives are 
thus at hand where they are 
needed and when they are 
needed in our far-flung country. 

Natiooal Priorities 

The pharmaceutical indus¬ 
try’s growth over the years has 
conformed to the national pri¬ 
orities, particularly those laid 
down in the country’s health 
plans since the ‘fifties. Its 
contribution to the nation's 
health will be even more im¬ 
portant during the fifth Plan 
period, for the demand for 
drugs is bound to accelerate 


with the proposed enhanced 
Plan expenditure on health care 
progrmmes and other related 
heath plans (such as those for 
family planning and nutrition), 
the increasing availability of 
qualified medical personnel and 
the rise in per capita income 
and general standard of living. 

The planned expansion of 
facilities for health and family 
planning, involving a shift in 
emphasis to rural areas, under 
the national programme of 
minimum needs, would call for 
larger production of all essen¬ 
tial drugs. To take just one 
example, namely, communica¬ 
ble, diseases. Programmes for 
the control of malaria, small¬ 
pox, tuberculosis, leprosy, tra¬ 
choma and cholera alone, 
according to official estimates, 
would require drugs worth 
Rs 28 crores for the fifth Plan 
period. This is a broad mea¬ 
sure of the expanding role of 
drugs in health and medical 
care. 

Profile of the Industry 

The pharmaceutical industry 
in India produces annually 
Rs 450 crores worth of for¬ 
mulations (finished products) 
now, as against Rs 10 crores in 
1947—a 45-fold increase! This 
production is adequate to meet 
the current requirements of the 1 
country for pharmaceuticals. 

The largeness of this pro¬ 
duction, in terms of both 
volume and value, is matched 
by the wide range and variety 
of the bulk drugs manufactur¬ 
ed out of which formulations 
or dosage forms are produced. 
The essential bulk drugs serv¬ 
ing as basic raw materials for 
such formulations are anti¬ 
biotics, sulpha drugs, anti- 
dysentery, drugs, anti-bacterial 
drugs, anti-histamines, vita¬ 
mins, cardiac drugs, anti-hel- 
mintics, anti-diabetics, anti. 11 
TB drugs, anti-lcpiotics, anti, 
materials, anti-filarials, anatge. 
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*ics, antipyretics and seda¬ 
tives, anaesthetics, hormones 
and steroids, diuretics, drugs 
of vegetable origin, etc. Many 
of (he drugs now produced arc 
used in the treatment of tro¬ 
pical diseases like malaria, 
amoebic dysentery, tuberculosis 
typhoid and other bacterial 
infections, bronchial asthma, 
leprosy, liver abscess, elephan¬ 
tiasis, infective diarrhoea, 
syphilis, gonorrhoea, tracho¬ 
ma, tropical sprue, fungal 
infections and anaemia. 

Import Bill 

The industry has come a long 
way since 1947 when there was 
practically no indigenous pro¬ 
duction of bulk drugs. Only a 
couple of drugs, accounting 
for a few lakhs of rupees, were 
then produced. In 1975, more 
than 100 major bulk drugs, 
accounting for Rs 75 crores in 
terms of value, were produced 
by the industry. Of these, 
nearly three-fourths are pro¬ 
duced in the private sector and 
about a fourth in the public 
sector. The industry also im¬ 
ports at present bulk drugs, 
valued at about Rs 25 crores 
per annum, out of a total im¬ 
port bill of Rs 35 crores. Im¬ 
ports of these bulk drugs are 
essential because either they 
i^are not produced indigenously 
or production is insufficient to 
meet the demand. The value of 
formulations made from these 
bjilk drugs is Rs 450 crores a 
yfear now, as against a mere 
. Rs 10 crores in 1947. While 
there have been no imports of 
formulations as such for many 
years now, the industry’s ex¬ 
port of bulk drugs and formu¬ 
lations has considerably in¬ 
creased over the year from 
Rs 1 crore in 1964-65 to 
about Rs 25 crores in 1974-75. 
Production of pharmaceuticals 
! on such a large scale has natu¬ 
rally involved large investments 
in the industry which aggregate 


Rs. 225 crores at present, as 
against Rs 24 crores in 1952. 

Production and investment 
of such magnitudes have also 
generated employment oppor¬ 
tunities. The direct employ¬ 
ment provided by the industry 
is 240,000 now, as compared 
to 32,000 in 1952. 

Almost all the major nations 
with well-developed pharmace¬ 
utical industries have parti- 
. cipated, in one form or another 
in this massive development 
of the industry in India. Thus, 
we have units with American, 
British, Swiss, German, French 
Dutch, Italian and Japanese 
collaboration. 

This is because medicine is 
international in character as 
disease knows no national 
boundaries. Such internation¬ 
alism has made the pharmace¬ 
utical industry truly inter¬ 
national in character. This 
phenomenon has covered in its 
sweep many developing coun¬ 
tries of which India is pre¬ 
eminent with its most advanc¬ 
ed pharmaceutical industry. 

One result of this interna¬ 
tional character of the industry 
is that the industry in India 
has been able to secure, at 
practically no cost, the fruits 
of world-wide research in 
drugs. 

Capital Investment 

The pharmaceutical industry 
is the largest chemical-based 
industry (excludiug fertilizer) 
in the country today, account¬ 
ing for about a tenth of the 
aggregate investment in the 
entire chemical industry, 
Capital investment in the phar¬ 
maceutical industry stands now 
at Rs 225 crores, as against 
Rs 190 crores in 1969, Rs 56 
crores in 1962 and a mere 
Rs 24 crores in 1952. 

It is one of the major indus¬ 
tries in which the public sector 
accounts for a substantial 


share of the total investment. 
This is as much as Rs 75 

Table IX 

Capital Investment in Pharma¬ 
ceutical Industry 

(Rs crores) 


Year 

Amount 

1952 


24 

1962 


56 

1967 


150 

1971 


200 

1973-74 


225 

1978-79 (Vth Plan target) 450 

Table X 


Statewise Distribution of 

Pharmaceutical Units 

State/Union 

No of Units 

Territory 1969-70 1974-75 

1. Andhra 



Pradesh 

172 

189 

2. Assam 

12 

10 

3. Bihar 

39 

79 

4. Chandigarh 

— 

4 

5. Dadra and 



Nagar Haveli — 

4 

6. Delhi 

81 

97 

7. Goa 

8 

12 

8. Gujarat 

140 

225 

9. Haryana 

* 

68 

10. Himachal 



Pradesh 

9 

8 

11. Jammu and 



Kashmir 

5 

N.A. 

12. Kerala 

52 

57 

13. Madhya 



Pradesh 

J08 

154 

14. Maharashtra 

736 

909 

15. Mysore 

56 

71 

16. Orissa 

24 

60 

17. Pondicherry 

2 

21 

18. Punjab 

106 

49 

19. Rajasthan 

51 

89 

20. Tamil Nadu 

199 

303 

21. Tripura 

4 

5 

22. Uttar Pradesh 198 

154 

23. West Bengal 

255 

367 

Total : 

2257 

2935 


■"Included in the figure for 
Punjab. 

Source : For 1974-75 figures 
Committee Report. 


crores or about 30 per cent of 
the entire investment in the 
industry. 

The two major public sector 
units are Hindustan Antibio¬ 
tics Ltd (HAL) at Pimpri, 
Poona, and Indian Drugs and 
Pharmaceuticals Ltd (IDPL). 
The latter has an antibiotic 
plant at Rishikesh, a synthetic 
drugs plant at Hyderabad and 
a surgical instruments project 
at Madras. 

Established in 1954, with the 
technical assistance of WHO 
and UNICEF, HAL has a 
paid-up capital of Rs 3.12 
crores, IDPL. set up in 1961 
with the technical and financial 
assistance of the government 
of USSR, has a capital invest¬ 
ment of Rs 61.51 crores. Both 
the units are to be expanded 
over the fifth Plan period with 
the proposed additional invest¬ 
ment of Rs 40 crores in IDPL 
and Rs 30 crores in HAL. With 
the planned additional invest¬ 
ments, the two public sector 
units will, between them, ac¬ 
count for a total investment of 
Rs 140-150 crores. 

Pharmaceutical Units 

The pharmaceutical industy 
in the country comprises more 
than 2,900 units now, as against 
2,260 at the beginning of the 
fourth Plan in 1969-70. There 
has been a proliferation of 
small-scale units since that 
year, as evidenced not only by 
the increase in the total number 
of units but also by the fact 
that the number of large-scale 
units has increased marginally 
from about 100 to 116. The 
comparative slate-wise distri¬ 
bution of pharmaceutical units 
(big and small together) in 
1969-70 and 1974-75 is given in 
Table X. 

Though the industry is spread 
over most of the country, the 
bulk of it is concentrated in 
western India, Maharashtra 
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having 909 unit* and Gujarat 
225 at present. The next big¬ 
gest concentration is in West 
Bengal (367), followed by Tamil 
Nadu (303). 

Of the existing units, 116 are 
large-scale units registered with 
the Directorate General of 
Technical Development. Four¬ 
teen of -these units do not 
manufacture bulk drugs and/or 
formulations but only pharma¬ 
ceutical aids and accessories 
like gelatin capsules, plasma, 
volume expanders and sutures. 
Of the remaining 102 units, 15 
manufacture bulk drugs only, 
1$ formulations only and 
69 both bulk drugs and 
formulations. In addition to 
these, five new units have been 
licensed to manufacture both 
bulk drugs and formulations, 
which will take the total num¬ 
ber of large-scale uhits to 121. 

Organised Sector 

The DGTD (large-scale) 
units are generally known as 
the “Organised Sector" of the 
industry. They constitute the 
core of the industry, account¬ 
ing for about 80 per cent of its 
production and 60-70 per cent 
of its exports. The total num¬ 
ber of units (2,900) seems too 
large for an industry of the size 
of India’s. For instance, in the 
USA, where the pharmaceutical 
industry is nearly 20 times 
as large as ours, there are only 
about 700 units. Similarly, the 
number of units in the UK is 
only 283 though that country’s 
pharmaceutical production is 
twice as large as ours. Even 
in a country like Japan where 
small-scale enterprises in gene¬ 
ral are relatively more numer¬ 
ous than in other advanced 
countries, the pharmaceutical, 
industry which is eight times 
bigger than the industry in 
our country has only about 
2,000 units. 

The pharmaceutical industry 
has been a powerful factor in 


generating new employment 
.opportunities in the country. 
It has been estimated in a 
recent (February 1975) survey 
by the Directorate General of 
Employment and Training, 
union ministry of Labour, 
that the pharmaceutical indus¬ 
try employs directly as many 
as 239,000 people. Of these, 
10 per cent are scientific and 
technical personnel, four per 
cent are in the executive and 
managerial cadres and eight per 
cent are marketing personnel. 
Total employment in the indus¬ 
try is expected to reach a still 
higher level—360,000-by 1976 
and the same proportion (10 
per cent) is projected to con¬ 
tinue as far as scientific and 
technical manpower is con¬ 
cerned. This fairly high level 
of employment may be explain¬ 
ed by the labour-intensive 
character of operations, parti¬ 
cularly on the formulations 
and packing sides in the 
medium and small-scale units. 

Table XI 

Employment in Pharmaceutical 

Industry 


Direct 

Small-Scale Sector 90,000 

Organised Sector 150,000 

Indirect 

(Distribution Trade & 

Ancillary Industries) 280,000 


In addition, the industry 
provides indirect employment 
to a large number of people in 
the distribution trade and the 
ancilary industries. There are 
nearly 80,000 retail chemists 
in the country and assuming 
that each retail chemist shop 
employs, on on average, two 
persons, the total number of 
employees will be approxima¬ 
tely 160,000. 

The growth of the industry 
has stimulated and sustained a 
number of ancillary industries 


such as the manufacture of 
packing materials like glass- 
bottles, ampoules, tin contain¬ 
ers, aluminium strips, plastic 
and rubber goods, wooden 
cases, boxes, cartons and 
labels, etc. The printing indus¬ 
try, too, is a substantial bene¬ 
ficiary of the pharmaceutical 
industry, apart from the trans¬ 
port industry. These industries 
in turn, provide employment 
to another 120,000 persons. 
Thus, the total employment, 
direct and indirect, generated 
by the industry is upwards of 
500,000. 

Noteworthy Point 

A noteworthy point is the 
high proporation of scientific 
personnel employed by the 
industry which is perhaps 
higher than in any other in¬ 
dustry. Among these are a 
qualified and specially trained 
category of employees, called 
“Medical Representatives” who 
play a vital role in dissemina¬ 
ting medical information among 
the medical profession and 
pharmacists. 

The wages and working 
conditions offered by the in¬ 
dustry to its employees com¬ 
pare favourably with the best 
in the country. Less tangible, 
but no less important, are 
some of the other benefits the 
pharmaceutical industry has 
brought to the nation. The 
first is the new temper of 
science and technology which 
the industry, in the forefront 
of research and technology, is 
stimulating. Thousands of 
young men and women are 
learning new skills and disci¬ 
plines within the ever-widening 
frontiers of scientific know¬ 
ledge. The second is the 
significant contribution the 
industry’s world-wide affilia¬ 
tion have made to the nation’s 
total fund of technology and 
knowledge. 

Few industries in the coun¬ 


try can claim to have a more 
impressive record qf growth 
and diversification of produc¬ 
tion in recent years than the 
pharmaceutical industry. All n 
the key sectors of the industry 
—basic and intermediate 
manufacture, large-scale for¬ 
mulations production, scienti¬ 
fic quality control at every 
stage during manufacture and 
after, new product develop¬ 
ment, research and develop¬ 
ment, marketing or distribu¬ 
tion within the country, and 
exports—have developed to a 
high order of skill simultane¬ 
ously, making greater growth.* 
possible on an organised basis. 

The quantum of production 
and the variety of products 
are not the only measure of 
this growth. Its qualitative 
aspects are no less significant. 
The most modern facilities and 
technologies employed by the 
industry in India for manufac¬ 
ture and quality control involv¬ 
ing the use of highly sophisti¬ 
cated equipment and instru¬ 
ments have added a whole new 
dimension to such growth. 


Table XII 

Production of Bulk Drugs 
(Rs crores) 


Year 

Production 

1965 

18 - 

1974 

66 

1975 

75 

1978-79 (Target) 

225-250 


This qualitative dimension 
is not confined to pharmaceu- 
cal manufacture proper but 
extends to ancillary industries 
and services as well. The in¬ 
dustry has stimulated and pro¬ 
moted the growth of several 
ancillary industries covering 
chemical intermediates, raw . 
materials, packing materials, 
machinery and equipment ^ 
required for the manufacture 
of a variety of drugs and 
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pharmaceuticals; in many cases 
it has actively assisted them to 
improve their production and 
. technologies by specifying 
* standards and providing desi- 
signs, R & D assistance, etc. 
other industries like glass and 
ceramics, plastics, rubber and 
printing have expanded, orient¬ 
ing themselves to meet the spe¬ 
cialised and increasing require¬ 
ments of the pharmaceutical 
industry. 

The high standards specified 
by the industry for the 
supplies required by it have 
also improved quality stan- 
nrds in the ancillary industries 
generally. The beneficiaries 
of this wider qualitative im¬ 
provement are not the pharma¬ 
ceutical industry alone. Other 
industries and sectors requir¬ 
ing similar, if not identical, 
products have also benefited 
by this all-round improvement 
in quality standards. 

Table XIII 

Production in Pharmaceuticals 
Industry 


(Rs crores) 


Year 

Amount 

1948 

19 

1965 

150 

1966 

175 

11968 

200 

1969 

235 

1970 

250 

1971 

300 

1972 

360 

1973 

380 

1974 

408 

1975 (estimate) 

450 

1978-79 (Target) 

803 


As a result of the pheno¬ 
menal grdwth of the industry 
in the last two decades, full 
or nearly full self-sufficiency 
has been attained in several 
drugs. Manufacture has been 
increasingly undertaken from 
haste stages, using raw mate¬ 
rials available within the 

i 


country. A broad idea of the 
range and variety of drugs in 
production now, most of which 
were not manufactured in the 
early ‘fifties, could be had 
from production figures for 
1963 and 1974 in respect of 
important drugs. Several of 
these drugs, notably penicillin, 
streptomycin, tetracycline, 
sulpha drugs, analgin and vita¬ 
mins—are also manufactured 
by the public sector units. 
Relatively speaking, the public 
sector’s share of total produc¬ 
tion in the industry is 27 per 
cent in bulk drugs and seven 
per cent in formulations. 

Import Substitution 

The history of the develop¬ 
ment of the pharmaceutical 
industry in India is largely a 
story of progressive import 
substitution. After the pre- 
World War II period, when 
most of the drugs were being 
imported in their finished 
forms such as tablets, capsules 
and injections, the country 
witnessed a rapid growth of 
the industry through inter¬ 
mediate stages of processing 
of imported bulk drugs into 
dosage forms and, in the post- 
Independence period, to the 
manufacture of basic (bulk) 
drugs out of primary raw 
materials and intermediates. 

In fact, the progress achiev¬ 
ed was so phenomenal that 
near total substitution of 
imported formulations by indi¬ 
genous production was achiev¬ 
ed by 1967. According to the 
DGTD, the pharmaceutical 
industry topped the list of 
newer industries in effecting 
the maximum saving (Rs 182 
crores) in foreign exchange by 
indigenous production that 
year. 

The magnitude of the pro¬ 
gress in import substitution 
can be appreciated from the 
fact that, while the total annual 
production of pharmaceuticals, 


in terms ot value, has increas- 
sed since 1947 by nearly 45 
times to around Rs 450 crores 
now, imports of raw materials 
(bulk drugs) and intermediates 
are only Rs 35 crores, or less 
than nine per cent of production. 

In 1947, the manufacturing 
activity of the industry was 
confined almost entirely to 
processing and formulations. 
Today, bulk drugs production 
is of the order of Rs 75 crores 
a year, with this, formulations 
of the order of Rs 300 crores 
are manufactured now. The 
balance of Rs 150 crores, out 
of a total formulations produc¬ 
tion of Rs 450 crores. is pro* 
duccd from imported bulk 
drugs which account for Rs 25 
crores out of the total imports 
of Rs 35 crores. Even these 
imports of bulk drugs can be 
reduced substantially if the 
industry is allowed to utilise its 
existing productive capacity 
more fully. It has been 
estimated that a saving of as 
much as Rs 10 to 12 crores or 
nearly one third of the total 
imports can be achieved if the 
industry’s already existing 
production capabilities in res¬ 
pect of just 24 drugs are fully 
utilised. 

Exports of Drugs 

The industry's exports are 
Rs 24-25 crores a year now. 
Fifteen years ago, exports of 
pharmaceuticals accounted for 
less than one crore or rupees. 
Though the industry ventured 
into the export market only re¬ 
cently, it has effected a substan¬ 
tial increase in exports during 
the last few years. From a mere 
Rs 88 lakhs in 1958-59, exports 
of drugs and pharmaceuticals 
have increased to Rs 25 crores 
by 1974*75. This is almost 
five times the remittance of 
Rs 5 crores by way of dividend/ 
profit, payment for technical 
know-how, royalty, etc by 
foreign-collaborated pharma¬ 


ceutical companies wliicti alone 
account for about Rs 12-13 
crores of exports. 

Table XIV 

Pharmaceutical Exports 

(Rs crores) 


Years 

Amount 

1964-65 

2.22 

1965-66 

3.05 

1966-67 

3.75 

1967-68 

3.64 

1968-69 

5.06 

1969-70 

7.16 

1970-71 

9.75 

1971-72 

9.83 

1972-73 

11.50 

1973-74 

16.41 

1974-75 

25.28 


The export performance of 
the industry is all the more 
remarkable, considering that 
it has to face keen competi¬ 
tion in overseas market^. 

Among the major markets 
for our products are many 
developing countries and 
several advanced countries. 

Research and Devclompcnt 

The pharmaceutical industry, 
more than any other industry, 
is subject to a high rate of 
technological and product 
obsolescence. Only one out of 
ten drugs in use now was 
known to n^edicine 30 years 
ago. This is because the phar¬ 
maceutical industry is a re-* 
search-based, innovating indus¬ 
try which has to strive con¬ 
tinuously to discover new 
drugs, improve process tech¬ 
nologies and develop new 
formulations even to continue 
to stay in business. 

In India, the industry has 
been preoccupied till lately 
with the establishment of large- 
scale facilities in the quickest 
possible time by utilising the 
technologies developed abroad. 
In this process of utilising 
Imported technologies it has 

rEBgUARY ll, 1977 


279 



not oniy adapted and improved 
upon them. Equally, it has 
done very substantial work in 
areas which are more urgent 
and relavent to our needs. 

Substantial Facilities 

Nearly 30 companies with 
foreign -equity participation 
have substantial facilities for 
this type of research. Most of 
the Indian companies in the 
organised sector, including the 
public sector, and quite a few 
in the small-scale sector have 
also R & D facilities for pro¬ 
cess and product development 
import substitution, etc. A 
beginning has been made by 
the industry in basic research, 
that is, research aimed at 
discovering new drugs or new 
therapeutic uses for existing 
drugs, though this is a high-cost 
high-risk field. Three research 
centres have been established 
in recent years. These are the 
CIBA-GEIGY Research Centre 
founded in 1961, the Sarabhai 
Research Centre set up in 1967 
and the Hoechst Research 
Centre opened in 1971. 

The industry's annual R & D 
expenditure is about Rs 8 
crores, which works out to a 
ratio of two per cent of its total 
turnover. It compares very 
favourably with the ratios in 
other industries arid the 
country generally. However, 
compared to the industry in 
the developed countries, our 
R & D expenditure may 
appear to be small. It must be 
remembered in this context 
that R & D is directly related 
to the size of operations and 
profits and the industry in 
India and the units comprising 
it are small by international 
standards. 

The largest company in India 
is a pigmy, having an annual 
turnover of barely Rs 30 
crores. Only about 10 com¬ 
panies in India, including 
foreign collaborated ones, have 


an annual turnover of above 
Rs 10 crores each. This would 
clearly show that even the so- 
called large companies in India 
are not really large in the 
international context of drug 
research. Their ability to invest 
further in R & D is bound to 
grow as they expand their 
operations over the fifth Plan 
period and beyond. 

Even as of now, the phar¬ 
maceutical industry's current 
R & D expenditure of about 
Rs 8 crores a year works out 
to nearly 2.0 per .cent of its 
turnover. This is relatively 
very much higher than the 
corresponding ratio (0.06) for 
all industries in the country. 
R & D expenditure as a 
percentage of GNP in 
India is 0.44 per cent, as 
against 3,4 in the USA, 2.5 
in the USSR, 2.3 in the UK, 
1.6 in France, 1.5 in Japan 
and 1.0 in Canada 

Per Capita Consumption 

The per capita consumption 
of drugs is a fairly reliable 
index of the state of develop¬ 
ment of the health care system 
and of the drug industry. 

Judged by this standard, our 
country has a long way to go 
in this vital field. The average 
per capita consumption of 
drugs in India was Rs 6.5 in 
1971, as compared to Rs 310 
in the USA, Rs 241 in France, 
Rs 235 in the Federal Republic 
of Germany, Rs 252 in Japan 
and Rs 78 in the UK. Though 
per capita consumption has 
increased to almost Rs 7.5 a 
year now, it is still much less 
than in the advanced countries. 

If this low per capita con¬ 
sumption of drugs in our 
country were an indication 
of people’s good health, it 
would be a salutary trend in¬ 
deed. In fact, however, it is 
not so; if anything, it is a 
reflection of the poverty of 
large sections of thepopula- 


f Able XV 

Per Capita Consumption of 
Medicines in Selected 
Countries in 1971 

(in Rs) 

Country Per capita 

consumption 


Developed Countries 


USA 

310 

UK 

78 

West Germany 

235 

Switzerland 

338 

France 

241 

Italy 

211 

Japan 

252 

Developing Countries 


India 

7.5* 

Indonesia 

2.2 

Egypt 

27.9 

Pakistan 

12.6 

Thailand 

15.3 

South Korea 

32.4 

Brazil 

54.9 

Mexico 

36.9 


♦for 1975 

tion and the relative inade¬ 
quacy of medicare facilities. 

In any case, the average per 
capita consumption of drugs 
in India does not fully reflect 
the correct picture because the 
benefits of modern medicines 
have yet to reach out to the 
rural areas which account for 
75 per cent of the country’s 
total population. This indi¬ 
cates the large gaps in supplies 
that remain to be filled and 
underlines the need for the 
industry to grow to be able to 
meet the requirements. The 
demand for drugs is bound to 
accelerate with the increasing 
availability of qualified medi¬ 
cal personnel, the proposed 
Han expenditure on health 
care programmes and related 
health plans (such as those for 
family planning and nutrition), 
and the rise in per capita in¬ 
come and general standard of 
living. If, say, 50 per cent of 
our populatkp were to be¬ 


come regular consumers of 
modem medicines, as against 
25 per cent at present, the 
demand for drugs would, 
double itself even at current 
levels of consumption. 

The Planning Commission 
has envisaged a doubling of 
capital investment in the phar¬ 
maceutical industry, a near- 
trebling of bulk drugs produc¬ 
tion, a substantial increase in 
exports, and larger outlays on 
R & D over the fifth Plan 
period. Even if the target for 
pharmaceutical production is 
achieved it would be barely^ 
adequate to meet the needs of 
40 to 50 per cent of the popu¬ 
lation at the existing levels of 
consumption . The current 
annual production of Rs 450 
crores is sufficient to cover the 
needs of 20 to 25 per cent of 
our people mostly living in 
urban areas. The vast rural 
population aggregating 450-480 
million are not regular con¬ 
sumers of modern medicines, 
This shows how inadequate the 
national effort is in this vital 
field. 

Projected Needs 

Even on the basis of the 
existing levels of consumption, 
the demand for drugs, as pro¬ 
jected by the task force o£ 
the Planning Commission and 
the National Committee on 
Science and Technology, would 
call for a sustained growth 
rate of at least 15-20 per cent 
per annum for the industry 
over the next five years. Consi¬ 
dering the magnitude and 
urgency of this task, all sectors 
of the industry must be encou¬ 
raged to • expand production in 
the long term interest of the 
country. The organised sector 
of the industry has the capa¬ 
bility and the willingness to 
increase its share of output 
and thus contribute decisively 
to the achievemwit of the Plan 
targets. 
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Any way you look at it, it’s just right 
for you. Even strictly from the 
commercial point of view, it makes a 
lot of sense. 

Because, we’ve kept the Indian market 
in mind. And given you everything 
you're looking for in a CDP system. 

Our TDC-312 systems incorporate 
^proven hardware featuring the latest 
' third generation technology. 

Backed by the most comprehensive 
system software. Including a simple 



are yours for the asking. And of 
course, we take total responsibility for 
system maintenance. For prompt, 
efficient service, anytime you need it, 
anywhere in India. 

Changeover to our systems is no 
problem at all. Your existing programs 
will run just as well on our systems. 
Plus, you get the ECOBAL advantage. 


COMPUTERS 
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TRADE AND MERCHANDISE MARKS ACT 1958 
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Notice is hereby given to ell concerned that the following Trade Marks are registered 
in favour of our Company, viz. M/s. Atul Products Ltd., P.O. Atul, Dist: Valsad, Gujarat 
State, under the Trade & Merchandise Marks Act, 1958, in the following style and 
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Regd- No. 

Class 
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8.11 62 

1 

used in Industry 

212208 


Dyes (not for toilet 

8.11.62 

2 
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preparations 
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mentioned above if they continue to use the said Trade Marks in any manner, form or description 
of their goods. 
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J. T. Trivedi 
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My country first 

Politics is a fact of life, but it is also a dirty game. Elections are apt to make 
it even dirtier than it need be. The various parties, with their eyes fixed greedily on 
the main chance, may not always care how the country’s long-term interests are being 
served so long as their own short-term interests seem to be faring well. Acharya 
Kripalani complained recently that there are far too many politicians in this fair 
land of ours, but not enough patriots. “My country first” therefore becomes a neces¬ 
sary phrase of reminder. 

The last 20 months have seen some solid gains for the nation. The people will 
be the poorer if these are to be lost now. Take, for instance, population control, so 
very essential for our survival as a community of civilised human beings. The family 
planning movement has undoubtedly acquired a motivation and muscle which it did 
not have before. It will be a tragedy for the country if the exigencies of electioneering 
were to result in robbing it of direction or dynamism. The ruling party, unfortu¬ 
nately, finds itself on the defensive in this debate. In fact, there should be no debate 
at all. Once the dust and din of the election battle have subsided, responsible citi¬ 
zens will not forgive opposition parties if the latter have been exploiting the issue for 
partisan purposes. Even the controversy about “compulsion” is largely artificial. 
Some measure of compulsion just cannot and ought not to be avoided if sufficient 
results are to be achieved sufficiently early. Especially those opposition parties or 
partymen who are concerned about the current dimensions of unemployment owe a 
duty to themselves to consider conscientiously whether unemployment is going to 
become easier to cope with for future generations of our people if negative attitudes 
to the family planning campaign are fostered now among the electorate merely for 
the passing purposes of the hustings. 

Industrial relations, again, is a national interest which must not become a play¬ 
thing of party politics. The country has been enjoying a spell of labour-management 
cooperation which should not be disturbed or disrupted by partisan electioneering. It 
is in the blood of demagogues to appeal to volatile sectional interests and the demands 
of election campaigning have an ugly habit of boosting the market value of demagogy. 
People are already threatened by an incipient revival of inflation. The price level — 
and not only some prices — has started moving up again and households across the 
land are beginning to feel the pinch. These are not times when self-restraint or dis¬ 
cipline on the labour-management front should be light-heartedly interfered with. To 
cause interruptions to production or increases in industrial costs in these circumstan¬ 
ces is to bite the hand of.the electorate which is expected to feed the ballot box. 

Industrial growth, meaning both growth of industrial production and growth of 
industrial investment, was becoming anaemic causing unemployment and curtailing 
new employment opportunities! Through a number of belated and clearly needed 
measures the government has tried to put life into the processes of industrial expan¬ 
sion. It is wrong for opposition spokesmen or propagandists to misrepresent these 
measures as “concessions” shown to big business. Relaxation or removal of wasteful 
or harmful controls on production or distribution are certainly not favours shown to 
industrialists or traders. On the contrary, those who are serious or sincere about 
improving the lot of the unemployed or benefiting the general public as consumers 
should ask for more of these steps to be taken more quickly. Questioned about the 
Janata party’s approach to the problem of “sick mills”, Mr Charan Singh, it was repor¬ 
ted, said that he did not care what happened to them as the handloom industry was 
there to clothe the people. We do hope that such obscurantist attitudes do not cor¬ 
rectly reflect the thinking in that party. Its leaders should realize that they may air 
such sentiments only at their peril. The people will quickly lose confidence in politi¬ 
cians who profess indifference to the problems or difficulties of any productive sector 
of our national economy. It is after many heart-breaks that this country finds its 



face turned towards sensible goals of 
industrial expansion and no political 
party, aspiring to responsibilities in the 
government of the country, can afford to 
pour scorn over this new-found hope of 
the people. Let politicians compete with 
one another as they will in the game so 
familiar to them of “J and my dog are 
more socialist than thou and thy neigh¬ 
bour’s cow”, but let them not try to pur¬ 
vey Gandhism as a medicine-man would 
the eye of a newt as a remedy for some 
unnamed ailment. Gandhi has been drag¬ 
ged down enough. 

Family planning, industrial peace, 
industrial growth — these, among other 
conditions of national well -being, are too 


The union ministry of Steel and the Steel 
Authority of India (SAIL) can take legiti¬ 
mate pride in accelerating the tempo of 
production at the six integrated steel 
plants. The latest available data suggest 
that this year’s output at these steelworks 
may scale a new peak—8.5 million tonnes 
in terms of ingots and 6.8 million tonnes 
in terms of saleable steel. This will mark 
a significant improvement not only over 
the last year’s production but also over 
the target set for the 12 months to 
March. The last year’s output was of the 
order of 7.251 million tonnes in terms of 
ingots and 5.778 million tonnes in terms 
of saleable steel. The target set for the 
current year is 8.205 million tonnes ingots 
and 6.465 million tonnes saleable steel. 
Already by the end of January production 
to the extent of 6.950 million tonnes 
ingots and 5.677 million tonnes saleable 
steel has been secured. This compares 
with the proportionate target of 6.774 
million tonnes ingots and 5.32 million 
tonnes saleable steel for the 11 months to 
January and the actual production of 5.897 
million tonnes ingots and 4.648 million 
tonnes saleable steel during the corres¬ 
ponding eleven months of last year. 

A much more significant fact about the 
operations of the integrated steel plants 
this year, however, is the improvement in 


previous and too precarious assets of the 
people to be trampled upon by the aggres¬ 
sion or opportunism of party politics. 
Ever since a general election was announ¬ 
ced, leaders of various political parties 
have been assuring the electorate on be¬ 
half of their respective parties that the 
only thing that moves them — as it did 
Abu Ben Adhem — is their love of their 
fellow-men. Let them at least show that 
they love their countrymen, if not all 
men, by conceding that there are certain 
national purposes about which they 
should not sow confusion in the minds 
of the people and consenting to place 
these purposes above and beyond the 
reach of the untruths or half-truths of 
election oratory. 


the utilisation of capacity. The Bhilai and 
T1SCO works have yielded production at 
over 101 per cent of their installed capa¬ 
cities. The Rourkela plant is working to 
around 95 per cent capacity. Even Durga- 
pur and HSCO works, where capacity 
utilisation till last year was no more than 
55 per cent, are turning out production at 
the rate of about 70 per cent capacity. 

The improvement in capacity utilisation, 
no doubt, has been helped a great deal by 
the comfortable supply of raw materials, 
including coal, and much more healthy 
industrial relations than had been the case 
prior to the declaration of emergency in 
June 1975. But it will be erroneous to 
assume that only these two factors have 
resulted in higher output. The concerted 
efforts initiated about four years ago to 
streamline the maintenance of the steel 
plants too have contributed not insignifi¬ 
cantly to the improved performance. It 
is encouraging to note that a close watch 
is being kept on the maintenance of the 
plants lest the sad experience of the mid¬ 
sixties, when the plants were flogged in 
the enthusiasm to yield high levels of 
production, is obviated. 

Although no target has yet been fixed 
for the nextyear’s production, as consulta¬ 
tions are still going on with the representa¬ 
tives of workers for fixing this target. 


further improvement in output next year 
is not ruled out in terms of the program¬ 
me of obtaining an output of 9.460 million 
tonnes in terms of ingots and 7.089 million 
tonnes in terms of saleable steel laid down 
by the Planning Commission. The addi¬ 
tional output, however, would accrue 
primarily from three plants—Bokaro, 
11 SCO works and Durgapur—as unless 
production facilities at the Bhilai, Rourkela 
and TISCO works are augmented, not 
much scope is there for increasing the 
output at these three plants. 

overall production 

The overall production of mild saleable 
steel this year, of course, is expected to 
touch 7.7 million tonnes, as with some 
improvement in their working, the electric 
arc furnaces are likely to yield an output 
of 1.2 million tonnes ingots, as against 
0.879 million tonnes ingots last year. 

The increase in production obviously 
has been posing some problems of disposal, 
despite vastly reduced imports, for the six 
integrated steelworks are reported to be 
burdened with an accumulated stock of 
nearly 1.3 million tonnes. The domestic 
demand till lately was not able to absorb 
additional production fully. Exports, 
therefore, had to be resorted to on an 
ambitious scale. Including pig iron, they 
aggregated during the 11 months to 
January to 1.984 million tonnes —0.840 
million tonnes pig iron and 1.144 million 
tonnes steel—as against just 0.521 million 
tonnes—0.172 million tonnes pig iron and 
0.349 million tonnes steel—during this 
period last year. Significantly enough, no 
sales, however, have been effected abroad 
at a loss. The total foreign exchange 
earnings through these sales have been of 
the order of Rs 268 crores, as against just 
about Rs 100 crores during this period 
last year. 

It, of course, is heartening to note that 
domestic sales have started picking up of 
late. For the 11 months period of April 
1976, to January 1977, they recorded an 
increase of 23 per cent in so far as the 
integrated steel plants are concerned. 
This suggests not only some increase in 
the tempo of industrial activity, particu¬ 
larly in the engineering sector, but also 
that of construction activity. The latter, 
however, will have to be accelerated a 
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good deal farther in the coming months 
if the unsold stocks are not to be allowed 
to hinder a steady increase in production 
and the ways and means position of the 
steel plants is to be improved. 

The idea of having a buffer stock of 
about a million tonnes of steel is not an 
unwelcome one in the interest of fostering 
exports on a continuing basis and also to 
keep the domestic supply position com¬ 
fortable. But this obviously will require 
funds and has its implications at the pre¬ 
sent juncture on the overall money supply 
with the public and the profitability of 
SAIL. The pros and cons of the idea 
need be gone into carefully. 

The lower-than-expected revival in the 
demand for steel, incidentally, is under¬ 
stood to have led to some rethinking on 
the expansion of the industry during the 
next Plan period. Although the expansion 
programmes of the Bhilai and Bokaro 


The central government was never on 
such a good wicket as now in regard to 
the availability of resources for imple¬ 
menting Plan schemes even with rising 
non-Plan expenditure. The collections 
through direct and indirect taxes have 
been quite impressive in spite of lowering 
of duties in some directions and the 
budget estimates may be exceeded easily 
by Rs 300 crores. The capital receipts 
too have been quite encouraging and the 
budget estimates may be exceeded by 
more than Rs 300 crores with net borrow¬ 
ing through open market loans alone 
accounting for an extra Rs 228 crores. 
With reports that Plan expenditure has 
not risen according to earlier expectations 
it is even possible that the revised esti¬ 
mates for 1976-77 may disclose a marginal 
overall surplus when the new Finance 
minister seeks a vote on account for 
1977-78 from the newly elected parlia¬ 
ment in the last week of March. The 
trends in ways and means position of the 
central government also suggest that it 
has not been necessary so far to create 
currency for meeting expenditure. On the 
other hand the resources position has 


steelworks are being pursued according to 
the current schedules, the SAIL, in its 
recently drawn up corporate plan, is stated 
to be laying greater emphasis, and rightly 
so, on the diversification and rationalisa¬ 
tion of the production patterns of the steel 
plants. A committee has been recently 
set up to go into the long-term perspective 
for the steel industry in detail so that 
its future growth programmes can be 
drawn up realistically. 

The long-awaited clearance of the Salem 
steel plant, of course, has come from the 
SAIL side. The approval of this special 
steels manufacturing unit by the union 
government is expected soon. The plant 
should go some way in meeting the expec¬ 
ted growth in the requirements of special 
steels, especially when engineering exports 
are picking up fast. It is hoped that the 
clearance of this project will not ultimate¬ 
ly turn out to be an election gimmick. 


been so comfortable that it has been 
possible to cancel ad hoc securities. Even 
if large assistance is extended to state 
governments in the closing weeks of the 
current financial year the overall deficit 
may not be sizable and it is doubtful also 
whether the allocated amounts would be 
fully spent before the end of March. 

What is really striking is the ease with 
which the Reserve Bank could issue new 
loans on behalf of the central government 
and raise larger amounts in four stages in 
1976-77 and exceed comfortably the target 
for net borrowing. Even the budget 
estimate of Rs 535.06 crores was fixed at 
a fairly high level as the net amount 
borrowed in 1975-76 was Rs 453.42 crores 
and in 1974-75 Rs 494.80 crores. It had 
been assumed that gross borrowing would 
have to be of the order of Rs 810 crores. 
But the gross amount raised has actually 
been Rs 1037.57 crores and the net 
amount Rs 762.63 crores. 

It was only in the last week of Decem¬ 
ber that two loans for Rs 100 crores were 
issued and subscriptions were received and 
accepted for Rs 110.10 crores. With this 


third phase of borrowing in 1976-77 the 
target was comfortably exceeded by 
Rs 128 crores and it was not expected 
that there would be any fresh attempt to 
issue new loans for the sake of raising 
resources. Even if there was an unsatisfied 
demand for gilt edged securities the usual 
funding operations could have been carried 
out and the stock of terminable loans of the 
Reserve Bank sizably augmented. Usually 
these funding operations are completed 
in February-March every year and depend¬ 
ing upon the volume of holdings of the 
Reserve Bank in the form of terminable 
loans, new securities were handed over to 
this institution after cancelling ad hoc 
securities for corresponding amounts. 

hunger for gilt-edged 

On the present occasion, however, it has 
become necessary to effect reissues of 
earlier loans for Rs 100 crores in place 
of the usual funding operation as the 
holdings of the Reserve Bank in the 
Banking Department were at the lowest 
levels for several years. It was, there¬ 
fore, decided early in February to effect 
two reissues of earlier Joans for Rs 100 
crores and hand them over completely to 
the Reserve Bank so that it could effect 
open market sales at appropriate prices 
and meet the needs of institutional inves¬ 
tors. The hunger for gilt edged securities 
has not been fully satisfied even with 
liberal issues of bonds by the statutory 
financing corporations and state electricity 
boards and raising of loans for fairly large 
amounts by state governments. 

The big increase in the deposits of the 
scheduled commercial banks and the grow 
ing assets of the Life Insurance Corpora¬ 
tion and provident fund have considerably 
enlarged the capacity of the gilt edged 
market, and all new loans and bonds have 
been easily oversubscribed. The centre’s 
performance has been truly impressive 
as stated above and the new Finance 
minister can proceed on the assumption 
that net borrowing in 1977-78 can be even 
Rs 900 crores if not Rs 1000 crores. There 
has been no formal floatation of loans in 
the first week of February as the two 
reissues were taken over fully by the 
Reserve Bank. The reissue of 6.25 per 
cent 1997 loan was for Rs 25 crores and 
that of 6.5 per cent 2002 for Rs 75 crores. 


The primrose path 
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The course adopted by the Reserve Bank 
should be considered helpful from the 
point of view of money market, and banks, 
the Life Insurance Corporation and provi¬ 
dent funds were not required to put in 
the necessary subscriptions even while the 
central government was getting full credit 
for Rs 100 crores from the Reserve Bank. 
In view of the continuing rise in deposits 
and regular additions to funds of the L1C 
and provident funds, both the reissues 
can be easily sold to institutional investors 
in a regulated manner over the end of 
March. The necessary cash resources 
would have been sucked in with these open 
market sales. The centre also would be 
utilising its deposits only slowly so that 
there would be no occasion for creating 
currency even temporarily against these 
securities. 

The fourth stage of borrowing has thus 
been attempted by the central government 
under unusual circumstances and the 
usual funding operations may enable the 
Reserve Bank to continue open market 
sales early in 1977-78 before new loans 
are floated. 

record borrowing 

The borrowing programme for 1976-77 
has thus succeeded in establishing a record 
for all time. The gross amount raised 
was Rs 1037.57 crores and the net amount 
Rs 762.63 crores as indicated earlier, thefe 
being two maturing loans for Rs 274.94 
crores. It was only in 1973-74 that the 
Rs 1000 crore mark in respect of gross 
borrowing was surpassed. But net borrow¬ 
ing amounted to only Rs 472 crores as 
they were repayments against maturing 
loans for Rs 554 crores. 

New techniques may have to be adopted 
in regard to the floatation of fresh loans 
in 1977-78 as there will be a continuing 
demand for gilt edged securities, with a 
strident growth in deposits of the schedul¬ 
ed commercial banks. If these deposits 
increased by Rs 3600 crores in a full year, 
banks alone would have to invest nearly 
Rs 1000 crores in new securities. The 
requirements of other institutions may be 
in the region of Rs 500 crores and net 
borrowing will have to be to the extent of 
Rs 1500 crores if not more. The centre’s 
share can be easily Rs 900-1000 crores. 
As there are no maturing loans earlier 
than October 1977 it remains to be seen 


how the new strategy will be chalked out by 
the Reserve Bank and whether the Finance 
minister will frame his budget estimates 
by taking credit for larger borrowing and 
affording strategic reliefs in respect of 
direct and indirect taxes. 

In any case he is in a position of 
strength when framing the estimates for 
1977-78 and the difficulties will relate to 
the utilisation of available financial reso¬ 
urces. Since sizable credit can also be 
taken against the swelling foreign exchange 


The report of the 15-member British 
Industrial Cooperation Mission which 
visited this country last November has 
given an encouraging picture of the per¬ 
formance of the Indian economy and its 
prospects. The report, released in London 
in the last week of January, has com¬ 
mented favourably on India’s industrial 
progress, improvement in labour-manage¬ 
ment relations, export achievements, and 
liberalisation of the government’s eco¬ 
nomic policies. At the same time, it has 
also referred to certain factors which are 
not quite favourable to foreign investors. 
The mission was jointly sponsored by the 
Confederation of British Industry and the 
India, Pakistan and Bangladesh Associa¬ 
tion, and was led by Sir Ralph Bateman, 
vice-president and immediate past-presi¬ 
dent of the Confederation. Its recom¬ 
mendations therefore are bound to receive 
careful consideration from businessmen 
not only in Britain but also in other 
countries. 

The report has observed that the recent 
liberalisation of the government of India’s 
policies should not be exaggerated and 
that the Indian economy is still strictly 
regulated and controlled. It has also re¬ 
ferred to ^the high rates of Indian taxation 
for companies and individuals. But how 
does government’s control over the Indian 
economy compare with the situation 
in Britain? Lord Barber, former chancellor 
of the exchequer, and at present chair¬ 
man of Standard Chartered Bank Limited, 


reserves and the amount borrowed through 
open market loans and under the small 
savings campaign along with net foreign 
aid can secure an additional Rs 300 crores, 
there should not be any difficulty in meet¬ 
ing additional expenditure on Plan sche¬ 
mes on the contemplated basis. As the 
regular budget for 1977-78 may be present¬ 
ed only in May it would even be possible 
to know what exactly were the actuals 
for 1976-77 and frame realistically the 
new budget proposals. 


told a press conference in Madras on 
January 25 that the high rates of taxation 
in Britain did not leave enough savings 
for investment and that the high cost of 
borrowing was deterring the growth of the 
economy. He also said that the share of 
the public sector in Britain’s total output 
was “disproportionately high” and this 
was largely in the service sector and not 
in manufacturing as in India. He ex¬ 
pressed the hope that the corrective steps 
now being taken by the British govern¬ 
ment would help to strengthen the pound 
and improve the economy. Lord Barber 
added that India was “one of the best 
places to invest in and a reasonable 
return on the capital would be no prob¬ 
lem”. He agreed that government regu¬ 
lations might create some difficulties but 
these, he thought, could be tackled by 
mutual understanding. This is also 
what the British mission has emphasised. 
It has observed that British companies 
should not be deterred by legislation or 
rules and that if the Indian government 
is keen about a project, it will be able 
to interpret the rules with sufficient flexi¬ 
bility to achieve its object. Nevertheless, 
government will do well to review its 
regulations regarding foreign investment 
and modify them suitably where necessary 
so as to create greater confidence among 
investors abroad. 

The mission has complimented the 
government of India on its export drive 
and has expressed the vinv that India 
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will be a major competitor in world 
export markets and that the public sector 
enterprises are likely to be '‘formidable 
forces”. Though our overall export 
performance has been impressive, many 
major industries which can contribute 
substantially to the earnings of more 
foreign exchange are being handicapped 
by the high cost of production as well as 
serious deficiences in the field of port 
development and shipping. Even the 
engineering industries which have excellent 
export prospects have complained of their 
inability to maximise their earnings due 
to the high cost of credit as well as of 
raw materials and components. We 
should also remember that we are export¬ 
ing many items not because we have a 
real surplus of them but because of the 
recessionary conditions in the Indian 
economy. Is this a wise policy? 

In this connection, attention may be 
drawn to an interesting paper which 
was submitted by the Heavy Engi¬ 
neering Corporation to the seminar 
pn capital goods, held in Calcutta in 
January this year. The paper said: ‘‘The 
present glut in steel, coal and other 
commodities appears to be acting as a 


deterrent to further expansion, and large- 
scale exports are being recommended. 
Undoubtedly while exports enhance the 
image of a country and earn foreign 
exchange, they should not be at the 
expense of indigenous development. 
Exports should ensure balance of pay¬ 
ments as a necessity, beyond which they 
should be only to the extent of surplus 
over demand. Further, exports should 
be, as far as possible, of materials with 
value added and not of the natural 
resources of the country”. 

The mission’s report has expressed satis¬ 
faction at the improvement of industrial 
relations. It has said that there is now 
industrial peace where previously labour- 
management strife was the order of the 
day. But it remains to be seen to what 
extent trade union leaders will allow the 
present situation to continue. In West 
Bengal employers are already reported to 
be feeling nervous about the prospect of 
the revival of labour unrest as a result of 
the relaxation of the emergency. In any 
case, foreign businessmen are likely to wait 
and watch as to how the political situation 
in India develops in the next few weeks 
before deciding to invest in our country. 


Meanwhile, British industrialists may 
explore the scope for augmenting their ex¬ 
ports to India. Britain has expressed 
concern at the continuation of the imba¬ 
lance in her trade with India and has been 
urging New Delhi to step up its purchases 
from her. Prof D.P. Chattopadhyaya, 
the union Commerce minister, recently 
told his counterpart in Britain that India 
would be able to absorb more British 
goods provided the prices were competi¬ 
tive and the terms of delivery satisfactory. 
The substantial aid that Britain has given 
to our country should enable her to find a 
better market for her machinery, compo¬ 
nents and other goods; and even outside 
the aid programme, there are considerable 
opportunities for promoting British ex¬ 
ports to India. The symposium held in 
London last month on lndo-British col¬ 
laboration in third countries identified 
many areas for joint action. The mission’s 
report has also stressed on the importance 
of promoting collaboration in oil explora¬ 
tion and in many other fields. In the 
coming months therefore economic re¬ 
lations between India and Britain are likely 
to become closer and stronger in many 
directions. 
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Eastern Economist Annual Number 1977 

The Eastern Economist Annual Number 1077, dated December 31, 
1976, analyses the gains made by industry since June 1975 and points out 
the impediments which have tended to slow down its onward march. 
Divided into four sections, It discusses the general problems common to 
all Industries such as investment, production, productivity, policies and 
procedures followed by detailed studies of basic, capital, intermediate and 
consumer industries. Research analysts and experts In various fields 
have thrown light on the problems faced by each one of the major 
Industries with emphasis on the prospects of growth in the light of the 
changes initiated by the government in the past one year in particular. 

Priced at Rs. 20 per copy, it carries a series of charts and colour 
graphs. 

Regular subscribers are entitled to receive their copy without extra 
charge. 

Copies can be had from: 

The Manager 
The Eastern Economist Ltd. 

UCO Bank Building, Parliament Street, 

New Delhi-110001 
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CAPITALS 

CORRIDORS 

R. C. Ummat 

Coal exports • IDPL consultancy for Arabs • 
Fertilizer prices * President Ahmed's demise 


Following encouraging response from 
some of the west European countries to 
the trial shipments of our non-coking 
coal, the Coal Authority of India (C1L) 
and the Minerals and Metals Trading 
Corporation (MMTC) have sent a dele¬ 
gation to Europe to negotiate and sign 
contracts for exporting about 1.5 million 
tonnes of the above type of coal during 
the next financial year and for a similar 
quantity in 1978-79. Our non-coking 
coal shipments to western Europe have 
found acceptance there due to their very 
low sulphur content which is considered 
to be helpful in containing the pollution 
problem in the industrialised countries. 

The first trial shipment of coal to west¬ 
ern Europe (approximately 25,003 tonnes) 
started in June last when Belgium showed 
interest in our non-coking coal. Soon 
thereafter similar shipments were made 
to France and Denmark. Belgium asked 
for a second ship-load of our coal in 
December. 

Italian order 

Three more members of the European 
Economic Community—Italy, the Fede¬ 
ral Republic of Germany and Holland— 
have more recently shown interest in our 
non-coking coal. Italy has ordered sup¬ 
plies to the extent of 200,000 tonnes and 
West Germany and Holland for 25,000 
tonnes and 20,000 tonnes, respectively. 
The first shipment to Italy is expected to 
leave the Paradip port in the next few 
days. 

Our coal exports to western Europe, 
however, are expected to pick up after 
the Haldia port is commissioned in 
another couple of months. It is on this 
expectation that the CIL and the MMTC 


teams currently in Europe hope to enter 
into commitments with the buyers there 
for shipments to the order of 1.5 million 
tonnes in each of the next two years. 
The Haldia port will be having facilities 
for mechanical loading of coal. 

We have also been able to interest 
recently Taiwan in our non-coking coal. 
Inquiries have as well been received from 
Singapore and Japan, but no concrete 
result has yet emerged from these inqui¬ 
ries. Efforts are being made to enter in¬ 
to some long-term arrangement with 
Egypt too for supplying it some signifi¬ 
cant quantities of coal from here. 

neighbouring customers 

Besides the above new markets which are 
being explored for exporting coal, we sell 
coal in sizeable quantities to three neigh¬ 
bouring countries—Bangadesh, Nepal and 
Burma. Last year Bangladesh received 
from us 350,000 tonnes of coal, Burma 
80,000 tonnes and Nepal 3,000 tonnes. 
In the previous year, these exports 
amounted to 392,000 tonnes, 86,000 ton¬ 
nes and 86,000 tonnes, respectively. Sri 
Lanka too used to be a customer of our 
coal. But no shipments have been made 
to this country during the last two years. 

The CIL has embarked upon explora¬ 
tion of foreign markets for non-coking 
coal not only to earn valuable foreign 
exchange but also in the interest of keep¬ 
ing up the tempo of production. This 
tempo, it is thought, cannot be maintained 
unless exports are stepped*up as after an 
increase of about 10 million tonnes in 
output in each of the last two years, 
domestic demand has tended to stagnate 
and stocks started accumulating. The 
current year’s production programme, 
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therefore, had to be scaled down. The ori¬ 
ginal target of raising the output to about 
108 million tonnes from the last year’s 
production of a shade lower than 100 
million tonnes, had to be brought down 
to 103.5 million tonnes. 

Exports of coking coal, it may be men¬ 
tioned, are not being effected in view of 
our limited reserves of this type of coal. 

* * 

The Arab Company for Drug Industries 
and Medical Appliances (ACDIMA)-—a 
joint company established by the Arab 
Council for Economic Unity with 13 Arab 
governments participating in its equity— 
last week signed a protocol with Indian 
Drugs and Pharmaceuticals Limited 
(IDPL), one of our premier public sector 
undertakings, under which the IDPL would 
act as consultant to ACDIMA for pro¬ 
viding technical assistance regarding 
manufacture of antibiotics, synthetic 
drugs, chemicals and drugs based on petro¬ 
chemicals and also manufacture of 
medical appliances. 

A delegation of the Arab venture, head¬ 
ed by its chairman, Dr Abdou Mahmoud, 
was here on a ten-day visit during which 
it not only had discussions with the union 
ministry of Petroleum, Chemicals and 
Fertilizers but also saw and studied the 
capabilities of our drugs industry at 
Baroda, Bombay, Hyderabad and Rishi- 
kesh. 

The signing of the above protocol adds 
a new dimension to the activities of IDPL 
and puts India significantly on the world 
map as a source of technology for setting 
up drugs manufacturing units in the 
developing countries. 

technical assistance 

During the discussions with the ministry 
of Petroleum, Chemicals and Fertilizers, 
the ACDIMA delegation indicated the 
areas and requirements in which technical 
assistance was sought by the Arab count¬ 
ries for the development and expansion of 
drug industries. 

Under the agreement, IDPL would act 
as consultant to the Arab company for 
providing technical assistance in the 
establishment of a 240-tonne antibiotics 
plant for the manufacture of penicillin, 
streptomycin, tetracycline, oxytetracycline 
and ampicilline for human and veterinary 

FEBRUARY 18, 1977 


use. The product-mix may include griseo- 
fulvin and erythromycin also. The 
IDPL would be preparing tender docu¬ 
ments for the feasibility study for the 
project to help the ACDIMA invite offers 
in this respect from international com¬ 
panies, including IDPL. The ACDIMA 
may consider starting a feasibility study 
by a team of its own experts in which 
case IDPL could assist the company by 
lending any consultants that might be 
needed. 

Another area in which the technical 
assistance of IDPL may be required by 
the ACDIMA relates to the manufacture 
of synthetic drugs and basic pharmaceuti¬ 
cals and the optimum utilisation of the 
existing production facilities of the AI- 
Nasr Company in Egypt. For this purpose, 
a team of IDPL experts may visit Cairo. 

Regarding the manufacture of chemi¬ 
cals and drugs based on petrochemicals, 
IDPL may help in examining the scope 
of manufacture of such chemicals and 
intermediates and also determine the 
extent to which petrochemical-based 
intermediates and chemicals could be uti¬ 
lised in India. Pre-feasibility studies on 
the subject may be conducted by the 
IDPL team that may visit Cairo. 

mutual cooperation 

The IDPL and the ACDIMA could 
then negotiate for cooperation in instal¬ 
ling a plant for manufacturing basic 
petrochemical based pharmaceutical 
intermediates such as aniline, etc, in the 
Arab world. Such a pi mt could either be 
a joint venture or it could be set up on 
the basis of technical assistance by IDPL. 

The ACDIMA is interested in estab¬ 
lishing two or three plants in different 
Arab countries for the manufacture of 
selected formulations. The feasibility 
studies in respect of these are to be made. 
The IDPL could offer technical assistance 
in this field as well. 

The IDPL assistance has also been 
sought by the ACDIMA in matters relat¬ 
ing to production of medical appliances 
and surgical instruments as well as in 
securing technology from Hindustan Photo 
Films for the manufacture of X-ray films. 

Both the ACDIMA and IDPL have 
agreed in principle to interchange experts 


and expertise developed in pharmaceuti- 
caTtechnology on agreed terms so as to 
expand the area of mutual cooperation. 

The IDPL is further expected to supply 
the ACDIMA the list of drugs, chemicals 
and medical appliances available for 
export. 

* * 

For the second time during the current 
financial year and fourth time since July, 
1975, the government reduced last week 
the prices of fertilizers—urea as well as 
complex fertilizers—quite significantly in 
view of the downward trend in the world 
prices of muriate of potash, rock phos¬ 
phate and sulphur. 

The price of urea has been reduced by 
Rs 100 per tonne- from Rs 1750 to 
Rs 16 0—and those of complex fertilizers 
in varying degrees. The price of sulphala 
(20:20:0), for instance, has been brought 
down by Rs 190 per tonne—from Rs 1950 
to Rs 1760 and that of sulphala (15:15:15) 
by Rs 50 per tonne—from Rs 1570 to 
Rs 1520. The price of ammonium phos¬ 
phate sulphate nitrate (20:20:0) has been 
cut by Rs 190. Since July, 1975, the price of 
urea has been brought down by 17.5 per 
cent, the price at that time being Rs 2,000 
per tonne. The reduction effected since 
July, 1975, in the prices of complex fertili¬ 
zers has been of a much larger magnitude 
—exceeding 30 per cent. 

The above reductions in the prices of 
fertilizers are expected not only to simu¬ 
late their consumption in general but also 
foster balanced fertilization of soil. In 
view of the likely fall in the production of 
foodgrains during the current agricultural 
year, compared to the previous year, by 
about six million tonnes, the last week’s 
scaling down of the prices of fertilizers 
should go some way in. improving the 
situation during the next agricultural 
year. Of course, much depends on the 
monsoons. 

The reduction in the prices of fertilizers 
should also help in containing agricul¬ 
tural production costs which will have a 
salutary effect on the overall price situa¬ 
tion in the country. 

* * 

The sad demise of President Fakhrud- 
din Ali Ahmed on the marring of Feb¬ 


ruary 11 due to cardiac arrest, indeed, 
came as a shock to the nation as the 
President had flown into the capital from 
Kuala Lumpur—cutting short his sojourn 
abroad—just about 20 hours earlier quite 
cheerful, suggesting that he had recovered 
from the slight indisposition he had deve¬ 
loped while playing golf on the first day 
of his state visit to Malaysia. 

Soon after the passing away of Mr 
Ahmed, the Vice-President, Mr B.D. Jatti, 
was sworn in as the Acting President. The 
new President has to be elected by the 
two Houses of Parliament and the legisla¬ 
tive assemblies of the states within six 
months. 

In the late President, the country has 
lost a distinguished son who had served 
it in various capacities in the government 
for over three decades, climaxing in his 
elevation to presidentship in August, 
1974. 

a pertinent instance 

Gentle and solf-spoken, he remained 
unruffled even while facing extreme criti¬ 
cism of government policies to which, of 
course, as a senior minister he was a 
party. A pertinent instance of this was 
the animated discussion at the Economic 
Editors’ Conference a few years ago, in 
which l had an opportunity to participate, 
over the take-over by the government of 
the wholesale trade in foodgrains at a 
time when not only the stocks with the 
government were very low but also they 
could not be built up through imports 
due to the tight foreign exchange situation. 
Characteristic of him, he faced the bar¬ 
rage of inconvenient questions from me 
smilingly. Not only that. He even in¬ 
vited me for a further detailed discussion 
separately. 

Another less known fact about his minis¬ 
terial career—that pertains to his tenure in 
the ministry of Industry—I would like to 
refer to was the passion he had for encou¬ 
raging entrepreneurship in the country. 
He was a strong advocate of the educated 
taking to self-employment instead of 
hankering after jobs. The fostering of 
the industrial development of the back¬ 
ward areas of the country was another 
passion of his. 
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Measuring the burden of 

Dr (Mrs) Kfran Barman 


The author believes that the effect of the rapid rise in internal public 
debt is not so burdensome as to require the imposition of statutory 
limit to borrow by the government. The size of public debt does 
not matter so long as it is used for the achievement of economic 
development with stability. 



Tub phenomenal increase in India’s pub¬ 
lic debt has been a subject of acrimoni¬ 
ous debate in recent years. The critics 
are of the opinion that public debt impo¬ 
verishes the nation and puts an unfair 
burden on the posterity by making it to 
pay for the extravagance of the present 
generation. However, they fail to see 
that loans owed by a nation to her own 
people leave the aggregate wealth of the 
country untouched. The case may be 
somewhat different with external debt. 
The argument of postponement of the 
present liabilities to the future may be 
cancelled on the rational basis that the 
posterity would be the inheritor of claims 
on receipts of interest and principal 
along with the obligations. Immense 
growth in public debt in India occurred 
in the last decades of planning, the bene¬ 
fits from which are expected to accrue to 
the future generations. 

If the normal recurring budgetary ex¬ 
penditure or non-remunerative heavy 
defence expenditure of the government of 
India had been met out of the loans 
rather than taxes, increasing public debt 
might have been held responsible for 
constituting a real burden for the commu¬ 
nity. However, the financing of produc¬ 
tive expenditure out of loans always car¬ 
ries its own justification. Moreover, the 
redemption charges may never create any 
burden as these may be postponed to the 
future for ever through continuous refin¬ 
ancing. 

critics 9 argument 

In spite of these arguments some cri¬ 
tics argue that retirement of internal debt 
inflicts burden upon the economy because 
it involves some sort of transfer payments 
from one section to the other. If the 
bond-holders and taxpayers were the 
same persons and they paid taxes in pro¬ 
portion to their holding of bonds, then 


whatever amount an individual paid in 
taxes would be received back by him in 
payment of his debt charges by the 
government. However, such a correlation 
of bond holdings and tax payments 
never happens. The case is that the bond¬ 
holders and taxpayers are entirely two 
separate classes of people. And what the 
taxpayers pay goes to raise the income of 
another class of people — the holders of 
the government bonds — without them¬ 
selves getting back any part of it in in¬ 
creased income. The smaller disposable 
income of the taxpayers will adversely 
affect their consumption spending and 
savings whereas the higher income of the 


POINT 
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bond-holders will favourably influence 
their budget allocations. It does not mean 
that the adverse effects on one class of 
people will be fully compensated by the 
favourable effects on the other. 

A number of measurements are sugges¬ 
ted and employed for measuring this 
burden, such as ratio of public debt to 
national income, government revenue 
and expenditure, pattern of ownership of 
public debt, etc. The cost of internal 
public debt should be weighed against 
the benefits of public debt and in this 
context it is necessary # to examine to 
what extent public debt has led to asset- 
creation and to what extent it has contri¬ 
buted to the growth of the economy. 
Here an attempt is made to judge whether 
internal public debt creates any burden 
on our economy. 

Mounting public debt as a percentage 


public debt 

of national income is feared because it may 
eventually lead to higher taxes for servi¬ 
cing the debt. However, in our country 
the magnitude of the debt in relation to 
the national income is small and there is 
no sign of over-borrowing internally. The 
ratio of internal public debt to national 
income was only 21.2 per cent at the end 
of March 1951. It increased to 23.3 per 
cent at the end of March 1956, to 29.9 
percent at the end of March 1961 but 
declined to 181 per cent at the end of 
March 1975 (Table I). If the debt posi¬ 
tion in other countries is any guide, our 
debt income ratio is small compared to 
the ratio in most of the countries of the 
world. 

historical background 

Economic history shows that some 
countries had public debt amounting 
to as much as twice their national 
income without any adverse effect on 
their economies. As Levin indicates, the 
domestic public debt as a percent of 
Gross Domestic Product is 78.8 in the UK, 
68.7 in Ireland, 52.0 in Sri Lanka, 49.5 
in New Zealand, 48.2 in Belgium, 47.5 in 
Canada, 43.6 in Rhodesia, 41.2 in the 
United States, 40.0 in Australia, 38.0 in 
South Africa, 33.9 in Luxembourg while 
it is 32.1 in India. 1 

However, some economists argue that 
if the rate of growth of public debt is 
greater than the rate of growth of natio¬ 
nal income, the magnitude of the burden 
of debt servicing may be said to be in¬ 
creasing relatively and vice-versa. Though 
the ratio of internal public debt to natio¬ 
nal income is comparatively small, the 
rate of growth of public debt is higer than 
the rate of growth of national income. 

Here the main problebi is die low rate 
of growth of national income rather than 
the rapid increase in the public debt. 
Thus, the problem of the ‘debt servicing 
burden* becomes a problem of increasing 
national income. In order to have an 
increase in income, there must be a arising 
volume of monetary expenditures and, 
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further, there must be an actual growth 
in the productive powers in order to 
allow the increasing stream of expendi¬ 
ture to take place without a rise in pri¬ 
ces* Besides, faster growth of public 
debt in relation to the growth of natio¬ 
nal income should be treated as some¬ 
thing inevitable in the early stages of 
economic development. The trend will 
be altered when the rate of investment on 
infrastructure will slow down as the 
economy reaches higher levels of develop¬ 
ment. It is absolutely necessary to speed 
up the rate of growth of our economy 
from the point of view of making the 
burden of debt-servicing less onerous. 
If the targeted rate of growth of the eco¬ 
nomy cannot be achieved, the growing 
public debt will impose a heavy strain on 
the economy in future. 

The internal debt servicing burden is 
also measured by the annual interest pay¬ 
ments required. The servicing burden 
becomes more meaningful if the percent¬ 
age of interest payments to national 
income is taken into consideration. The 
ratio of interest payments to national 
income provides a simple index of the 
level of tax rates required and the con¬ 
sequent burden on the community 
(Table I). 

If we analyse the above data relating 


to national income and interest payments 
we notice that the percentage of interest 
payments to national income which was 
.70 per cent in 1951-52, in spite of 
the phenomenal rise in the internal debt, 
came only 2.6 per cent in 1974-75. It 
seems that internal debt inflicts insignifi¬ 
cant burden. It is simply because of the 
artificially low rate of interest. The rates 
offered for the loans raised by the govern¬ 
ment in the market are much lower than 
the rates offered in other lines of invest¬ 
ment. The funds obtained through ways 
and means of advances and sale of trea¬ 
sury bills also do not cost much to the 
government as they are obtained at very 
low rates of interest. 

The internal debt servicing has no 
meaning if a large portion of the interest 
payment is received by the government 
and semi-government institutions. It 
implies merely a book-transfer rather 
than real payments. 

Unfortunately, we do not have data re¬ 
lating to the actual amount of interest paid 
to each category of owners of public debt 
in India. However, on the basis of the 
ownership pattern of government securi¬ 
ties, it can be pointed out that a conside¬ 
rable portion of the interest payments of 
the government goes to the govem- 


Table I 

Ratio of Internal Public Debt and Interest Payment to National Income 


Year 

Internal 

public 

debt 

(Rs crores) 

Interest National income Internal Interest pay- 
payments at current prices public debt ment as per 

as per cent of cent of nati- 
(Rs crores) (Rs crores) national tional income 

income 

1951-52 

2,022 

70.35 

9,530 

21.2 

0.7 

1955-56 

2,329 

105.54 

9,980 

23.3 

1.0 

1060-61 

3,975 

248.99 

13,294 

29.9 

1.8 

1965-66 

5,415 

563.30 

20,621 

26.3 

2.7 

1969-70 

6,800 

959.28 

31,968 

21.2 

3.0 

1970-71 

7,234 

978.00 

34.627(a) 

20.8 

2.8 

1971-72 

7,663 

1,070.00 

36.599(a) 

20.9 

2.9 

1972-73 

8,332 

1,246.00 

39.592(a) 

21.0 

3.0 

1973-74 

10,195 

1,433.70 

49.290(b) 

20.6 

2.9 

1974-75(RE) 11,104 

1,596.30 

61.337(c) 

18.1 

2.6 

1975-76(te) 12,017 

1,840.70 

N.A. 

— 

— 


(a) Provisional estimates by C.S.D. ; (b) Quick Esrimtates by C.S.O. 

(c) Provisional estimates by R.B.I. N.A.«Not available 

Source : Complied from Explanatory Memorandum of the Budget of the Central 
Government and R.B.I. Bulletin (various issues). 


raent and semi-government institu¬ 
tions. 

At the end of March 1973 out of the 
total securities of Rs 6508 crores, the 
securities owned by the central and state 
governments and the Reserve Bank of 
India (own account) amounted to Rs 1881 
crores or about 28 per cent of the total.* 
The interest paid for these securities 
goes to the government and the Reserve 
Bank of India. Such payments are only 
inter-governmental transfers of resouroes 
which in no way necessitate any transfer 
of funds from the public sector to the 
private sector. The interest on govern- 

Table II 

Interest Receipts and Interest Payments of 
the Government of India 


Year 

Interest 

receipts 

Rs 

crores 

Interest 

payments 

Rs 

crores 

Per cent of 
payments 
covered by 
earnings 

1955-56 

55.73 

87.70 

63.5 

1961-62 

143.81 

164.61 

87.3 

1965-66 

307.67 

287.17 

107,1 

1969 70 

573.46 

564.87 

101.5 

1970-71 

588.76 

605.54 

97.2 

1971-72 

599.24 

670.11 

89.4 

1972-73 

713.44 

776.38 

91.8 

1973-74 

735.82 

881.64 

83.4 

1974-75 

775.53 

1,000.76 

77.4 

1975-76 

994.79 

1,220.82 

81.4 

1976-77 

1,056.43 

1,351.86 

78.1 


Source : Compiled from Explanatory 
Memorandum on the Budget of the 
Central Government (various 
issues). 

ment securities held by the nationalised 
banks also goes back to the government. 
Payments of interest on the securities 
held by other groups, no doubt amount 
to real payment and impose a burden on 
the budget. As the larger part of the 
government securities in our country is 
owned by the government and semi- 
government institutions (known as the 
capitve market) the net budgetary bur¬ 
den of debt servicing is smaller than 
what it otherwise would have been. 

The internal debt servicing burden of 
the government is minimised when a larger 
part of the interest payments are covered 
by interest earnings of the govern¬ 
ment. Table II above indicates interest 
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earnings of the government of India 
and interest payments in respect of inter¬ 
nal debt of the government of India 4 

The table indicates that in 1955-56, 
63.5 per cent of the interest payments by 
the government of India was covered by 
its interest earnings. Since then it shows 
a phenomenal increase and in 1965-66 
interest receipts of the government had 
actually exceeded the interest payment 
and therefore debt services of the present 
order do not appear to be any strain on 
the exchequer. However, this argument 
will be altered if we take into account 
the interest payments and interest earn¬ 
ings of the state governments. The lar¬ 
ger part of the interest earnings of the 
government of India comes from the 
interest payments by the state govern¬ 
ments on the loans taken from the centre, 
and their (state governments’) interest pay¬ 
ments are certainly more than their inter¬ 
est earnings. Debt services of the states 
have increased from Rs 8.88 crores in 
1950-51 to Rs 252.90 crores in 1965-66 
and Rs 574.3 crores in 1974-75. 

mounting debt service 

Out of the each rupee of the taxpayer, 
the states allocated only 2.2 paise for 
debt services in 1951-52. However, 
since then debt services have increased to 
such an extent that the states had to 
allocate 18.0 paise out of each rupee of 
the taxpayer for debt services. As a per 
cent of non-developmental expenditure, 
debt services of the states have increased 
from 4.3 in 1951-52 to 33.9 in 1965-66 
and to 39.6 in 1974-75.® Interest charges 
as a proportion of the state’s revenues 
have gone up from 13.2 per cent in 1960- 
61 to 22.3 per cent in 1974-75. 6 The 
argument that interest earnings are in 
excess of interest payments does not hold 
good if we take into consideration the 
centre and the states together. The debt 
services do impose some strain on the bud¬ 
get when the liabilities of states and the 
centre arc taken together. However, in 
considering this strain we should note the 
contribution that the public debt makes 
to capital formation and national 
income. 

The proportion of tax revenue absorbed 
by debt services may be taken as another 


indicator of the magnitude of internal debt 
servicing problem. Table III shows the 
percentage of interest on internal public 
debt to tax revenue. 

The ratio of interest cost to tax 
revenue had increased from 9.4 per cent 
in 1951-52 to 14.1 per cent in 1955-56, 
23.7 per cent in 1969-70 and then declined 
to 18.5 percent in 1975-76. Between 1951- 
52 and 1975-76 tax revenue has increased 
by more than the interest obligation. So 
in terms of tax-rate (i.e. Revenue utilised 
for servicing the debt expressed as a per¬ 
centage of total tax receipts) it is a burden 
because to that extent capital formation 
is reduced. As we know, in 1975-76 
about 18.5 per cent of the total (ax reve¬ 
nue was absorbed by interest payment, 
but the ratio between tax and interest 
reveals only the part of the total revenue 
that is lost in meeting the servicing cost 
of the debt. However, the real burden 
depends not upon the ratio between the 
two but upon the nature of tax. If 
the greater part of the government secu¬ 
rities is held by the rich section (that 
generally happens) and the poor section 
of the society is heavily taxed, the burden 
will be severe. It will happen when in 
the tax structure of the economy indirect 
taxes are high and if we suppose that 
indirect taxes are generally borne by the 
poorer section of the society. In 1975-76 
indirect taxes formed 70.2 per cent of the 


total tax earnings of our country. How¬ 
ever, the aggregate burden of the public 
debt servicing that arises on account of 
the problem of transfer of resources will 
depend upon whether this transfer of 
funds to debt services is at the cost of 
useful public expenditure. 

The ratio of interest payment to public 
expenditure is also an indicator of debt 
servicing burden. Here, it is to be seen 
whether expenditure on account of debt 
servicing is so heavy as to make the bud¬ 
getary expenditure inflexible or diminish 
the desirable social public expenditure. 
Table 111 indicates the ratio of interest on 
internal obligations to total expenditure 
on revenue account. 

This table shown that the proportion 
of public expenditure of the central and 
state governments absorbed by interest 
payment has been increasing continuous¬ 
ly. It has increased from nine per cent 
in 1951-52, to 14.3 per cent in 1965-66 
and 15.7 per cent in 1975-76. However, 
here it may be argued that allocation of 
funds from the budgets of the centre and 
the states for other purposes has increas¬ 
ed along with an increase in the alloca¬ 
tion of funds for debt services. The in¬ 
creasing outlay under the successive five 
year Plans indicates that increased pay¬ 
ment for debt services has not been at the 
cost of other expenditure. So while mea¬ 
suring the burden of debt services, the 


Table III 


Ratio of Interest Payment to Tax Revenue and Public Expenditure 


Year Tax revenue 

(Rs crores) 

Total expen- Interest 

diture on revenue payment 
account (central 
and state) 

(Rs crores) (Rs crores) 

Interest pay¬ 
ment as per 
cent of tax 

revenue 

Interest pay¬ 
ment as per 
cent of public 
expenditure 

1951-52 

741.04 

779.8 

70.35 

9.4 

9.0 

1955-56 

750.61 

1,087.96 

105.54 

14.1 

9.6 

1961-62 

1,345.92 

1,913.23 

248.99 

18.3 

12.9 

1965-66 

2,840.32 

3,930.85 

563.00 

19.8 

14.3 

1969-70 

4,037 05 

5,197.00 

959.28 

23.7 

18.4 

1970-71 

4,735.00 

5,666.00 

978.00 

20.7 

17.2 

1971-72 

5,565.00 

6,933.00 

1,070.00 

19.2 

15.4 

1972-73 

6,432.00 

♦ 8,317.00 

1,246.00 

19.2 

14.9 

1973-74 

7,363.00 

9,167.00 

1,433.00 

19.4 

15.9 

!974-75(RE) 

8,872.00 

10,505.00 

1,596.00 

17.9 

15.1 

1975-76(BE) 

9,934.00 

11,667.00 

1,840.00 

18.5 

15.7 


Source : Complied from Explanatory Memorandum on the Budget of the Central 
Government and Report on Currency and Finance (various issues). 
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contribution of debt to asset-creation in 
the economy should be taken into 
account. 

If the rise in public debt is accompa¬ 
nied by a corresponding increase in the 
rate of asset-creation, the burden of 
public debt would be less onerous. If the 
borrowed funds are used for asset creat¬ 
ing public projects, the income of the 
nation is bound to rise along with the rise 
in the government's obligations. The 
cost or the burden should be offset by the 
benefits that the debt-creation confers. 
Rising internal public debt has certainly 
contributed to the increase in the national 
income. The volume of investment in 
the five year Plans would not have been 
what it is without public borrowing and 
therefore at least a part of the rise hi 
national income might be attributed to 
the rise in public investment under the 
Plans. Tax revenue is mostly utilised for 
the normal expenditure of the government 


and therefore for financing economic 
development there is heavy reliance on 
funds borrowed internally and externally. 
The funds borrowed internally by the 
government are utilised for useful public 
projects. 7 Table IV indicates the assets 
and liabilities of the government of India. 

In India, the liabilities refer to the 
non-marketable obligations of the govern¬ 
ment of India and include small 
savings, state provident funds, PL 480 
deposits etc. Up to 1960-61 these liabi¬ 
lities have actually exceeded the capital 
outlays of the government of India, 
but in recent years the capital outlays 
increased more than these liabilities. 
Though a portion of the liabilities is not 
covered by assets in some of the years, 
“the whole of this cannot, however, be 
called unproductive since the large grants 
to state governments for develop¬ 
ment in recent years which increase 
the productive capacity of the country 


as a whole are not unremunera- 
tive”. Similarly, the large capitaljoutlay 
on central property, the value of which 
is either not shown at all in the govern¬ 
ments accounts or is shown as non-com* 
mercial (such as Delhi Capital Outlay 
and Defence Capital Outlay) is not with¬ 
out value. Besides, a considerable portion 
of the capital outlay has been incurred on 
schemes of state trading such as food- 
grains, fertilizers, iron and steel of which 
there are reserve stocks, particularly of 
foodgrains. 8 Other assets should also be 
taken into consideration. Government's 
expenditure on education and training of 
technical personnel helps in increasing the 
productive capacity of the nation. 

Table V shows the different purposes 
for which the government raised loans. 
The money raised by the government 
through borrowing is generally utilised 
for the purpose of investment in such 
departmental undertakings as railways, 

(Rs crorcs) 


Table IV 

Assets and Liabilities of the Government of India 


1950-51 1955-56 1960-61 1965-66 1969-70 1973-74 1974-75 1975-76 

__(R£0 (B.E.) 

Total liabilities 2,565.40 3,211.07 6,244.24 11,029.12 17,543.00 23,966.00 26,014.00 28,188.00 

Capital outlays 1,708.69 2,809.10 6,124.69 11,964.24 18,131.00 25,611.00 28,629.00 31,511.00 

Execss of liabilities over capital 

outlays and loans advanced 856.71 401.97 119.55 (-)935.U (—)586.00 (—)1,645 (—)2,645 (—)3,323 


Source: Report on Currency and Finance (various issues) 

Table V 

Purpose-wise Utilisation of the Government of India Loans (Rs crores) 


Purpose 

1950-51 

1955-56 

1960-61 

1965-66 

1969-70 

1973-74 

1974-75 

(R.E.) 

1975-76 

(B.E.) 

(A) Capital outlay on 

departmental undertakings 

894.73 

1,064.30 

1,682.63 

3,029.98 

3,892.00 

4,848 . 

5,222 

5,582 

(B) Investments in 

(1) Government companies 
and corporations 

9.43 

69.81 

591.83 

1,340.70 

2,128.00 

3,489 

3,974 

4,529 

(2) Financial institutions 

250.05 

250.14 

357.95 

424.23 

685.00 

960 

984 

1,044 

(3) Other companies and 
corporations 

0.25 

0.80 

9.97 

32.89 

39.00 

32 

33 

33 

(C) Other capital outlay including 

defence services, public works, 
state trading schemes etc. 

335.55 

481.16 

947.83 

1,756.86 

2,580.00 

3,876 

4,458 

5,016 

(D) Loans to state and union 
territory governments, foreign 
governments and other parties 

220.68 

942.89 

2,534.68 

5,379.57 

8,807.00 

12,494 

13,958 

15,307 

Total 

1.708.69 

2,809.10 

6,124.59 

11,964.23 

18,131.00 

25,611 

28,629 

31,511 


Source: Report on Currency and Finance (various issues). 
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posts and telegraphs, overseas communi¬ 
cations service, road and water transport 
schemes, electricity and irrigation schemes 
and atomic energy development. Usually 
investments are made in autonomous 
corporations and companies such as 
Damodar Valley Corporation, air cor¬ 
poration, shipping corporation, Heavy 
Electricals, Hindustan Steel and a host of 
other companies. Ths government of 
India has contributed to the capital of 
the term-lending institutions which are 
contributing to the growth of Indian 
industries. In recent years the govern¬ 
ment has raised money for granting deve¬ 
lopmental loans to state governments 
and union territory governments. The 
states have utilised the funds borrowed 
from the centre for financing industrial, 
agricultural and other developmental 
schemes. Now-a-days public undertakings 
in which the government has invested the 
borrowed funds arc yielding adequate 
returns. Through efficient management 


an4 appropriate price policy, the rate of 
return on the capital employed in public 
undertakings has substantially increased. 
Securing adequate returns on the capital 
employed in the public undertakings is 
perhaps the best means of lessening the 
burden of debt-servicing. 

This analysis points out that the effect 
of the rapid rise of the internal public 
debt is not so burdensome as to require 
the imposition of statutory limit on 
borrowing by the government. As the 
Finance ministry has stated, “Any 
limit fixed on the loans would be unrea¬ 
listic and would lead to difficulty in the 
end. In a particular year it might be 
more expedient to borrow from the 
market and exceed the limit provided in 
the budget than to resort to deficit financ¬ 
ing because market conditions might be 
favourable at that time”. 9 In the context 
of planning for an expanding economy 
what really matters is not the size of 
public debt as such, but how the public 


debt is. managed to achieve our goal of 
economic development with stability. 
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Income, consumption and 

investment in agriculture 


J.P. Misra, Ram Iqbal Singh 
& G.N. Singh 


The authors, who belong to the C.S. Azad University of Agriculture 
and Technology, Kanpur, have made a random survey of five 
farms in Basti district of UP to assess Incomes, consumption, savings 
etc on farms of various sizes and have come to the conclusion that 
an agro-industrial complex bached by cooperative and commercial 
banks is needed to help increase the incomes of small farmers. 

of modern farm purposively. 100 cultivators from the 


With the adoption 
technology in our country in recent years, 
farming has become a profitable concern 
with increased outputs of crops on the 
one hand and more attractive prices for 
farm produce oil the other. This has 
further encouraged the increased use of 
modern inputs like quality seeds, fertili¬ 
zers, irrigation etc and brought about a 
change in the pattern of income and 
expenditure in agriculture. The rise in 
farm incomes has also affected the pattern 
of saving, consumption and investment in 
fixed assets for further production. An 
attempt has been made here to study the 
patterns of income, saving, consumption 
and investment in fixed assets on farms 
of different sizes in Basti district in UP. 

The three stage stratified random 
sampling technique was used to select 
the block, village and cultivators. Block 
‘Sadar’ district Basti (UP) was selected 


five randomly selected villages were 
selected under three size groups of hold¬ 
ings viz, 0-2 hectare, 2-4 hectares and 4 
and above hectares by the random sam¬ 
pling technique. The numbers of culti¬ 
vators under different size groups was 
kept in proportion to their number in the 

Table I 

Average Size of Farms, Cropping Intensity, Numbers or Agricultural Workers etc on the 

Sample Farms 


universe of five villages. The study was 
conducted by survey method during the 
agricultural year 1970-71 and 1971-72. 

The number of selected holdings, 
average size of holdings, cropping inten¬ 
sity, number of agricultural workers, 
numbers of draft and milch animals on the 
sample farms are given in Table 1. 

Table I, reveals that, on an average, 
the size of holdings, cropping intensity, 
number of agricultural workers, draft and 
milch animals per farm came to 2.68 


Size-group No. of Average Cultivated Cropped Cropping Nos of No of No of 
in hectare holdings size in area in area in intensity agril. draft milch 

hectare hectare hectare workers animals animals 


0-2 

44 

1.04 

45.85 

74.66 

162.84 

4.01 

1.40 

1.24 

2-4 

36 

2.71 

97.63 

170.29 

174.43 

5.74 

2.47 

1.84 

4 & above 

20 

6.22 

124.47 

219.80 

176.59 

6.59 

3.90 

3.23 

Total 

100 

2.68* 

267.95 

464.75 

173.07* 

4.39* 

3.35* 

1.69* 


’Indicates overall 
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hectares: 173.07 per cent, 4.39, 3.25 and 
1.69 respectively. The distribution of 
cultivated area amongst different size 
group of farms was quite uneven. The 
number of agricultural workers, draft and 
milch animals on the sample farms show¬ 
ed an increasing trend with the increase 
in the size of farms mainly because of 
their better economic position. 

The total annual income of a farm 
family from different sources is given in 
Table II. In working out the income 
for each sample farm family, data were 
canvassed ralating to its net income from 
crop and milk production, agro-based 
industry, hiring out implements, bullock 
carts, land leased out and salaries and 
wages of the family. 

Table IT reveals that crop production 
constituted the most significant source of 
income for the farm family in the study 
area. On an average, it constituted 75.36 
per cent to the total farm family income 
followed by salaries and wages (10.34 per 
cent), livestock (8.17 per cent), hiring out 
implements (2.37 per cent), land leased out 
(1.01 per cent) and agro based industry 
(0.89 per cent). 

average income 

On an average, the per farm family 
income came to Rs 4739.62 per annum 
which varied from Rs 1251.73 on the 
smallest size group (0-2 hectare) to 
Rs 11595.78 per annum on the largest one 
(four and above hectares). 

The pattern of consumption expenditure 
on different size group of farms is given 
in Table III. The whole consumption 
expenditure hase been divided into six 
important parts i.e. food, clothing, hous¬ 
ing, fuel and light, health and education 
and miscellaneous expenditure. 

Table III, portrays that, on an average 
per farm family per annum consumption 
expenditure on all goods and services 
came to Rs 2380.28 which varied from 
Rs 1087.43 on the smallest size group 
(0-2 hecture) to Rs 4678.48 on the largest 
one (four and above hectares) thereby 
showing an increasing trend with the 
increase in the size of farms. 

On an average, the expenditure on 
food accounted for the highest percen¬ 
tage, i.e. 69.15 per cent of the total con¬ 
sumption expenditure followed by cloth¬ 


ing (12.42 percent), miscellaneous(8.17 trend with the increase in the size of 
per cent), health and education (5.24 per farms while that of clothing, housing, 
cent), fuel and light (2.86 per cent) and fuel and light, health and education etc 
housing (2.16 percent). Percentage ex- showed an increasing trend with the 
penditure on food showed a decreasing increase in the size of farms. These find- 

Table II 

Income from Different Sources of the Simple Farm Family 

(In rupees) 


Sources of income 


Size group in hectare Overall 


Crop production 
Livestock* 

Agro based industry 
Hiring out implements 
Bullock carts 
Land leased out 
Salaries and wages 
Total 


0-2 

2—4 

799.05 

3409.67 

(63.74) 

(70.78) 

162.79 

439.16 

(13.01) 

(9.12) 

— 

20.09 

— 

(0.42) 

— 

216.23 


(4.48) 

62.43 

169.89 

(5.08) 

(3.52) 

227.46 

562.91 

(18.17) 

(11.68) 

1251.73 

4817.95 

(100.00) 

(100.00) 


4 & above 


9039.59 

3571.41 

(77.95) 

(75.36) 

789.87 

387.67 

(6.81) 

(8.17) 

J74.2I 

42.07 

(1.50) 

(0.89) 

419.92 

112.68 

(3.62) 

(2.37) 

— 

88.62 


(1.86) 

236.03 

47.21 

(2.03) 

(1.01) 

936.16 

489.96 

(8.09) 

(10.34) 

11595.78 

4739.62 

(100.00) 

(100.00) 


including milch animal and sales of animals during the reference period. Figures 
in parentheses denote percentages to the total incomes. 

Table III 

Average Consumption Pattern and Family Expenses on Per Farm Family 

(In rupees) 


Particulars 


Size group in hectare Overall 


Average size of family 

1. Food 

2. Clothing 

3. Housing 

4. Fuel & light 

5. Health & education 

6. Miscellaneous 
Total 
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0-2 

2-4 

6.24 

7.62 

832.31 

1778.99 

(76 54) 

(66.29) 

115.59 

366.05 

(10.63) 

(13.64) 

13.48 

66.82 

(1.24) 

(2 49) 

25.77 

74.07 

(2.37) 

(2.76) 

45.23 

145.45 

(4.16) 

(5.42) 

55.05 

252.27 

(5.66) 

(9.40) 

1087.43 

2683.65 

(100.00) 

(100.00) 


4 & above 

8.48 

7.18 

2716.32 

1645.96 

(58.06) 

(69.15) 

662.47 

295 13 

(14.16) 

(12.42) 

169.36 

51.42 

(3.62) 

(2-62) 

192.75 

68.08 

(4.12) 

(2.86) 

343.04 

124.73 

(7.34) 

(5.24) 

594.54 

194.46 

(12.70) 

(8.17) 

4678.44 

2380.28 

(100.00) 

(100.00) 
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ings are more or less in confirmity with 
the Engle's Law of Consumption. 

Savings of the individual family de¬ 
pends on the size of their disposable 
income. The saving per farm family on 
different size group of farms is given in 
Table IV. 

This table reveals that, on an average 
the savings per farm family per annum 
came to Bs 1749.49. It showed an in¬ 
creasing trend with the increase in the size 
of farms and increases from a deficit of 
Rs 92.34 on the smallest size group (0-2 
hectare) to Rs 5394.74 on the largest one 
(four and above hectare). The smallest 
size group of farms practically had no 
savings rather had a deficit of Rs 92.34 
which clearly showed their economic 
depression. 

The gross and net capital formation 
(investment on fixed assets) on the 
sample farm holdings is based on in¬ 
ventory approach. 

The average gross capital formation per 
farm on different size groups of farms and 
its break-up under different items of in¬ 
vestment are given in Table V. 

gross investment 

This table reveals that, on an average, 
the gross investment in fixed assets per 
farm came to Rs 602.39 which showed an 
increasing trend with the increase in the 
size of farms. This increase in gross in¬ 
vestment on larger farms was associated 
with higher earnings, borrowings and 
savings on these farms. The percentage 
investment on irrigational structure, farm 
machinary, implements and farm build- 
dings showed an increasing trend with the 
increase in the size of farms. This indi¬ 
cates that the farmers of large groups are 
moving towards mechanization by mak¬ 
ing higher investment on these items by 
getting more credit by the financial 
institutions for these purposes. 

The net investment pattern (capital 
formation) refers to the additions of the 
assets minus depreciations and sales dur¬ 
ing the year. The per farm net invest¬ 
ment is given in Table VI. 

This table reveals that, on an average, 
the total net investment or capital forma¬ 
tion per farm came to Rs 523.91 which 
varied from Rs 201.96 on the smallest 


TABLfe IV 

Average Income, Expenditure and Savings on the Sample Farms 

' (In rupees) 


Size group Total income Family Repayment of 

in hectare (All sources) expenses loan 

Savings 

0-2 

1251.73 

1087.43 

256.64 

—92.34 

2—4 

4817.95 

2683.65 

534.20 

1600.00 

4 & above 11595.78 

4678.48 

1522.56 

5394.74 

Average 

4739.62 

2380.28 

609.75 

1749.59 



Table V 



Gross Investment Pattern Per Farm & its Break-up (In rupees) 

Particular 



Size group in hectare 

Overall 



0-2 

2—4 

4 & above 


Purchase of land 


__ 

23.69 

23.60 

13.24 




(3.67) 

(1.86) 

(2.19) 

Land improvement 


9.06 

26.60 

62.42 

26.05 



(3.42) 

(4.12) 

(4.92) 

(4-32) 

Irrigation structure 


43.42 

144.76 

387.10 

184.64 



(16.39) 

(22.46) 

(30.51) 

(24.67) 

Farm buildings 


18.33 

66.89 

156.06 

63.36 



(6.92) 

(10.36) 

(12.30) 

(10.52) 

Implements 


19.10 

107.95 

229.77 

93.22 



(7,21) 

(16.72) 

(18.11) 

(15.47) 

Farm machinery 


— 

64.12 

157.58 

54.60 




(9.93) 

(12.42) 

(9.06) 

Livestock 


174.15 

211.67 

252.24 

203.28 



(66.06) 

(32.78) 

(19.88) 

(33.77) 

Total 


264.95 

645.68 

1268.77 

602.39 



(100.00) 

(100.00) 

(100.00) 

(100.00) 



Table VI 





Net Investment Pattern Per Farm 1 

(In rupees) 

Particular 



Size group in hectare 

Overall 



0—2 

2—4 

4 and above 


Purchase of land 


— 

22.26 

19.53 

11.92 




(3.76) 

(1.80) 

(2.27) 

Land improvement 


7.31 

23.15 

49.48 

21.45 



(3.62) 

(3.91) 

(4.56) 

(4.09) 

Irrigation structure 


44.65 

186.34 

397.32 

166.19 



(22.11) 

(31.47) 

(36.61) 

(31.72) 

Farm buildings 


15.01 

54.89 

128.39 

52.04 



(7.43) 

(9.27) 

(II 83) 

(9.93) 

Implements 


20.64 

101.31 

149.66 

75.48 



(10.22) 

(17.11) 

(13.79) 

(14.40) 

Farm machinery 


— 

60.52 

163.52 

59.34 




(10.22) 

(15.07) 

(11.32) 

Livestock 


114.35 

143.66 

177.34 

137.49 



(56.62) 

(24.31) 

(16.34) 

(26.27) 

Total 


201.96 

592.12 

1085.27 

523.91 



(100.00) 

(100.00) 

(100.00) 

(100.00) 
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size group of farms (0-2 hectare) to 
Rs 1035.27 on the largest one (four and 
above hectares). 

It may be concluded from the foregoing 
discussion that in general the level of 
income of farmers in the study area had 
been very low which resulted into 
low levels of consumption and invest¬ 


ment. This conditifarWas more precarious 
on small holdings. * Urgent steps are 
needed to enhance income of farming 
community which in turn will raise the 
level of consumption and investment and 
help in increasing the productivity in 
farming. The income may be raised by in¬ 
tensifying agriculture on the one hand and 


developing agro-industrial complex in the 
area on the other. The cooperatives and 
commercial banks should come forward 
to help the farmers to make higher invest¬ 
ment and earn more income by timely 
and adequate supply of investment and 
production credits at reasonable terms 
and conditions. 


Power development in Andhra Pradesh 

A Special Correspondent 


In Andhra Pradesh the leap in agriculture with modern agronomic 
practices has been matched by an equally satisfactory growth in the 
supply of power, an essential ingredient of modern farming. 
Compared to ths national average of 12 per cent, the consumption of 
power in agriculture in Andhra Pradesh is 24.87 per cent. 


Andhra Pradesh has experienced an 11- 
fold increase in its power sector during the 
last two decades. With five hydel power 
stations and seven thermal stations, the 
state now has a capacity of 1100 mw as 
compared to 100 mw installed capacity in 
1956. The one thousand mw mark of ins¬ 
talled capacity was crossed with the com¬ 
missioning of the first 115 mw unit at 
Lower Sileru by Mr K.C. Pant on 
March 4,1976. 

Augmentation of generating capacity in 
the state was characterised by short spells 
of achievements punctuated by prolonged 
periods of shortfall. Significant progress 
was made since 1974 with a steady and 
equitable increase in both hydro and 
thermal capacities with the switching on 
of two 110 mw units at the Kothagudem B 
station and two 115 mw sets at Lower 
Sileru. 

industrial loss 

With a mere 62.5 mw capacity added 
during the entire fourth Plan period and 
one year of the fifth Plan, the state was in 
the grip of a power famine with cuts rang¬ 
ing from 30 per cent to 50 per cent, caus¬ 
ing heavy loss of industrial and agricultural 
production at the end of the Plan period. 
An addition of 450 mw so far and the 
envisaged 950 mw during the rest of the 
fifth Plan period means total available 
capacity of about 2000 mw to meet the 
expected demand of 1,300 mw. Even as 
the Andhra Pradesh State Electricity Board 
(APSEB) has gone half way through this 
ambitious power programme, it has been 
able to withdraw all restrictions on the 


use of power from September 1975. In 
recent months, power has been pumped 
into the grid to feed Karnataka and Tamil 
Nadu and in October 1976, the maximum 
demand touched a new high of 871 mw 
with a maximum daily generation of 16.539 
million units. 

reversible units 

Impressed by the efforts of the APSEB 
to sustain an integrated and economical 
hydro-thermal system, the Planning Com¬ 
mission has given clearance for erecting 
four reversible units of 110 mw each at 
Nagarjunasagar besides the conventional 
110 mw unit for this hydel scheme now 
under erection. 

Andhra Pradesh is fortunate in having 
the right combination of hydel potential 
and coal deposits for its power develop¬ 
ment. Investigations reveal that the hydro 
potential is about 2,500 mw and proved 
coal resources some 1,200 million tonnes 
which can sustain a thermal capacity of 
four to five million kw in four or five 
super thermal stations. This is the secret 
of the state’s power stability contrary to 
that of some neighbouring states which 
are solely dependent on hydel resources. 

A flashback on the growth of the power 
sector in the state reminds one that prior 
to 1956, the small power stations with the 
total installed capacity of about 100 mw 
provided power supply only to a few 
towns and villages. These were localised 
thermal and diesel stations. Of these, the 
Nizamsagar hydel scheme (three units of 
5-mw) and Hussain Sagar (22.2 mw) 


remain operable with capacities of 10 mw 
each. True to the spirit of co-operation, 
Andhra Pradesh set up its first power pro¬ 
ject as a joint venture with Orissa on the 
Machkund river. The station of 114.75 
mw capacity was commissioned in two 
stages and the first stage comprising three 
units of 17 mw each was completed and 
commissioned by 1956 end. The Nizam¬ 
sagar project was also completed in the 
same year. However, power supply was 
confined to a limited area as the grid was 
not yet formed. Consequent to the state’s 
formation, diesel sets were installed in all 
district and taluk headquarters going with¬ 
out power till then. 

heavy demand 

The abysmally low per capita consump¬ 
tion of electricity—seven units—was indi¬ 
cative of the state’s backwardness in power 
development at the time of its birth. The 
newly formed state inspired hopes of a 
rapid and balanced power growth. There 
was a heavy dem ind for power to increase 
agricultural production and for industrial 
development. This had to be met by 
quickening the pace of work on ongoing 
projects and taking up new ones. And a 
step in that direction to coordinate gene¬ 
ration, supply and distribution was the 
formation of the Andhra Pradesh State 
Electricity Board in 1959. 

By 1961, within five years of the forma¬ 
tion of the state, generating capacity rose 
from around 100 mw to 213 mw while 
demand went up from 55 mw to 191 mw 
necessitating more power stations with 
greater capacities. 

Thus, work began on Kothagudem-A 
(240 mw), Ramagundatn-B (62.5 mw) and 
Upper Sileru (120 mw). The next five 
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years were not marked by any significant 
rise in either capacity or demand which 
were 292 mw and 258 mw respectively in 
1966. Kothagudem-A was completed in 
stages by 1967. Upper Sileru was ready 
in 1968 while Ramagundam-B took longer 
time being commissioned only in 1972. 

The state was then gripped by a power 
famine with cuts as high as 30 to 50 per 
cent, leading to heavy losses in industrial 
and agricultural production. It was not 
until 1974 that the power position could 
improve. The switching on of Kotha- 
gudem-B first unit in 1974, and the second 
in 1975 (110 mw each) and of the first two 
units of Lower Sileru (115 mw each) this 
year has thus eased the precarious posi¬ 
tion and enabled Andhra Pradesh to share 
its marginal surplus with Karnataka and 
Tamil Nadu. 

Simultaneous work is going on briskly 
to complete additions to Kothagudem and 
Lower Sileru stations besides commission¬ 
ing stage-one of the Nagarjunasagar, 
Vijayawada and Srisailam schemes, all 
before 1978-79. 

The following is a review of the progress 
on the on-going schemes: 

Kothagudem-C (thermal): The erection 
of most of the equipment for the two 110 
mw units is in full swing. Hydraulic test 
of the boiler for the first unit was success¬ 
fully completed and erection of the 
turbo-generators is in an advanced 
stage. The state-owned Bharat Heavy 
Electricals Limited, the main suppliers of 
power equipment, have contracted to 
supply, erect and commission boilers, 
turbo-generators and related equipment. 
The units are programmed to be commis¬ 
sioned before the end of the current fiscal 
year. 

Lower Sileru (hydro): With two more 
115 mw units to be put up in stage-one, 
this scheme will have the distinction like 
Kothagudem B & C stations on the 
thermal side in having indigenously made 
BHEL sets. The first two came from the 
USSR. 

Under this project, a dam at Donkarayi 
has been constructed across river Sileru 
to utilise the drop in the river level 
between Donkarayi and Pollur villages. 
Lower Sileru station is in Khammam 
district. 

Nagarjunasagar (hydro): The first and 


the only conventional 110 mw unit being 
erected here is slated for switching on in 
June 1977. As many as four of the 
remaining seven penstocks already embed¬ 
ded in the dam will have imported rever¬ 
sible units of 100 mw each to utilise stored 
water so as to yield quick benefits for 
peaking purposes. 

Initially, the station can generate 2,230 
million KWhrs which will decrease to 
1,000 million KWhrs ultimately on account 
of the upper riparian states utilising the 
waters of Krishna allotted to Andhra 
Pradesh. 

Srisailam (hydro): A slow starter, the 
scheme envisages installation of four 
110 mw units in the first stage and three 
110 mw units in the second stage. All 
units are being made by BHEL, Hardwar. 
Work on the dam, located in a gorge in 
the river Krishna, is in progress. The first 
unit is planned to be commissioned by 
August 1978. 

The quick implementation of this pro¬ 
ject will add 770 mw of power and 3,700 
million KWh energy per annum. 

Vijayawada (thermal): Two 220 mw 
units are proposed to be installed in the 
first stage of this scheme. Turbines, 
boilers and other equipment are being 
indigenously made by BHEL. Commis¬ 
sioning of the first unit is scheduled in 
December 1978, and the second, six 
months later. Coal for the power station 
will be met by the Kothagudem Yellandu 
coal mines about 140 kms away. The 
project is on the left bank of the Krishna 
near Ibrahimpatnam village on the 
Hyderabad-Vijayawada road. 

Schemes for locating super thermal 
stations at Ramagundam and Manguru 
near Bhadrachalam with five units of 
210 mw each have been prepared and 
efforts are being made to get them cleared 
by the Planning Commission. The pro¬ 
jects have also been presented to the 
World Bank for financial assistance. When 
the fifth Plan was drafted, it was recog¬ 
nised that the highest priority should be 
given to these projects sq that benefits 
would flow more evenly than before to 
meet the demand. Thus, the state’s pro¬ 
gramme envisages addition of 950 rtiw 
even before the current Plan period ends. 

The performance of the thermal stations 


during 1974-75 led to the Nellore and 
Ramagundam-B stations topping the list 
of thermal stations in the country in per¬ 
centage production capacity utilisation 
with Kothagudem-A and Hussainsagar 
gaining fourth and seventh places respec¬ 
tively. With the steep increase in power 
demand in the state, very little time was 
left last year for comprehensive overhaul 
of the thermal units which need constant 
attention together with arranging adequate 
number of spares, as low grade coal poses 
problems in boilers. 

However, with the commissioning of 
more units, the APSEB has taken up the 
overhaul of the thermal units planning 
for 6,000 KWhs/KW generation mark so 
that the increasing demands can be fully 
met. 

Transmission: The fourth Plan scheme 
for the addition of transmission and dis¬ 
tribution lines is under execution. On 
completion, the system will be capable of 
handling a total demand of 1,000 mw. 

The total length of transmission lines in 
1956 was 5,700 kms and this rose to 
56,700 kms by March end last year. The 
peak demand of power in Andhra Pradesh 
has increased sixteen times in 20 years 
contributing to substantial agricultural 
and industrial growth. 

Compared to the all-India figure of 100 
units, per capita consumption in Andhra 
Pradesh is only 64 units. Therefore, in 
order to level up with all-India standards, 
some of the backward regions are being 
developed by extending major lines and 
installing substations to facilitate adequate 
growth. 

Efforts are being made to get the central 
government’s sanction for construction of 
the inter-regional lines of (I) Ramagundam- 
Chandrapur (400 KV) (2) Parli-Hyderabad 
(220 KV) (3) Lower Sileru-Barsur (220 KV) 
with Maharashtra and Madhya Pradesh. 

Rural Electrification: The Andhra 
Pradesh State Electricity Board is meeting 
the social obligation in providing power to 
agriculture at a subsidised rate. Today, 
the state has about three lakh pumpsets— 
the third largest in the country after Tamil 
Nadu and Maharashtra. Consumption of 
power for agricultural purposes is double 
the national figure. Compared to the 
national average of 12 per cent the con- 
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sumption of energy in the state is 24.87 
per cent. 

A leap in agriculture with modem agro¬ 
nomic practices has been matched by an 
equally good growth in supply of power. 
From 1,49,000 consumers and 4,300 pump- 
sets in 1956, the figure has risen to 1.56 
million consumers and 2,89,146 pumpsets 
in 1976. The backdrop to this change in 
the countryside is that from 630 towns 
and villages electrified in 1956, there has 
been a phenomenal rise to 12,478 in 1976 
against the total of 27,445 in the state 
forming 45.5 per cent against the national 


average of 33 per cent. Seventy per cent 
of the rural population is covered by 
the benefits of electricity. To keep up the 
accelerated tempo, the state government 
have sanctioned a special allocation of five 
crore rupees for the current year. Keeping 
the consumers' needs in mind, the Andhra 
Pradesh State Electricity Board has set up 
a committee to go into problems of con¬ 
sumers to ensure availability of power for 
their prosperity. 

The new tariffs provide certain 
welcome features for consumers. Last 
three years have witnessed a phenomenal 


spurt of industrial activities in the state. 
Along with certain other concessions 
sanctioned by the state government, a re* 
bate of 25 per cent in power tariff to new 
industries by the Andhra Pradesh 
State Electricity Board has given a fillip 
to the industrial development in the 
state. 

For the board, the cost ‘invcrtaP tariff 
for domestic consumption has paved the 
way towards conservation of energy. 
Several measures for effective conservation 
of energy are being studied at the power 
research stations of the APSEB. 


The wealth of nations is also 

Or T. S. Venkataswami the welfare of individuals 


This article is a summary of a paper entitled “For Whom the Bell Tolls'* 
read in the seminars organised by the Centre for Development Studies 
and the University of Madras to celebrate the bicentenary of 'The 
Wealth of Nations’. The author who Is Chief Professor and Head of the 
Department of Economics, Presidency College, Madras, presents a 
new interpretation of the basic philosophy underlying 'The Wealth of 
Nations'. 


Two hundred years ago in 1776 Adam 
Smith published his magnum opus The 
Wealth of Nations and laid the founda¬ 
tions of a new science called Political 
Economy. 

Like all great writers, Adam Smith has 
been a victim of misinterpretation and 
slogans. He is the philosopher of the capi¬ 
talist order; therefore, he must be a great 
admirer of the capitalists and a mercenary 
in their service. He is the champion of 
laissez faire ideology; he must, hence, 
necessarily be a spokesman for the exploi¬ 
ters and the enemy of the working class. 
He has given dignity and sanctification to 
self-interest; he must, therefore, be an 
ardent advocate of unlimited profits and 
of low wages. He has argued for the 
expansion of the market, both domestic 
and foreign; he must, consequently, be 
deemed as a supporter of the British 
colonial policy. 

Yet nothing could be further from the 
truth. The Wealth of Nations abounds, of 
course, in endless anomalies, puzzling 
and paradoxical statements, and ambiva¬ 
lent and indeed contradictory stands. While 
Smith is no great believer in consistency 
as a virtue, his concern for the great mass 
of the people—the poor, the oppressed. 


the weak,and the downtrodden—is utterly 
consistent and affirmed with great force 
and conviction in numerous passages 
which are found widely scattered in The 
Wealth of Nations . Smith, no doubt, 
depended on competitive capitalism for 
economic progress; but he was not the 
apologist of the capitalist class as such. 
Economic progress will take place pri¬ 
marily because of the capitalist system 
and not necessarily because of the capita¬ 
lists. He was not only the apostle of 
laissez faire and of freedom but he passio¬ 
nately pleaded for social justice and 
persuasively argued for the liberation of 
the colonies. He did not hesitate to 
denounce in unequivocal terms the mean 
and the malignant expedients of the mer¬ 
chants and the manufacturers. He expres¬ 
sed uncompromising opposition to high 
profits and extended unqualified support 
for rising wages. The great theme of The 
Wealth of Nations is the real long-term 
growth of per capita income and Adam 
Smith prescribed economic growth pri¬ 
marily for raising the standard of living 
of the labouring poor who constitute the 
great body of the people in any society. 

In Smith's model, it is the pursuit of 
self-interest by each and all rather than 
the trail-breaking innovation of the 


entrepreneur that propels the society 
towards economic progress. The natural 
effort of every individual to better his 
own condition will actually result in signi- 
ficant economic improvement only if the 
socio-economic system assures conditions 
of freedom and security. Smith found 
greater diversity in the systems than in the 
desire of the representative individual to 
better himself. Individuals do not show 
great variations in ability in similar circu¬ 
mstances and they possess only moderate 
capacity to initiate dynamic changes. 

Change must originate mainly within the 
system, in modification of parameters 
of the system in such a way as to give 
full play to man's desire to better himself. 
Economic progrees, according to Smith, 
depended upon the free functioning of 
the capitalist system subject to no con¬ 
straint other than those imposed by 
unlimited competition rather than on the 
exceptional abilities possessed by the 
capitalists. Smith’s conception of the 
entrepreneur was none too flattering and 
he attributed no great or special talents to 
the entrepreneur as Schumpeter did. What 
is required for a successful entrepreneur 
is hard work together with knowledge 
born of specialised experience which is 
little related to natural talent. He held 
that “the difference between the most 
dissimilar characters, between a philoso¬ 
pher and a common street porter, for 
example, seems to arise not so much from 
nature, as from habit, custom and edu¬ 
cation. When they came into the world, 
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they were, perhaps, very much alike/’ 
Smith recognized, however, that the 
entrepreneur undertook the important 
function of directing resources into pro¬ 
ductive channels. At the same time, he 
perceived that the interests of the capita¬ 
lists, unlike those of the landlords and 
labourers, rarely coincided with those 
of the society. Hence, he warned that any 
proposal for regulation of commerce ori¬ 
ginating from this class must be viewed 
with suspicion and examined with caution. 

Smith, the most eloquent exponent of 
capitalism, did by no means approve of 
high profits; instead he condemned them 
as highly injurious. High profits would 
prevent resource mobility and result in 
misallocation of resources. More impor¬ 
tant is the fact that they would impair 
the capitalist’s incentive and capacity to 
earn, destroy their frugality, and con¬ 
sequently, retard capital accumulation 
with adverse consequences on growth. 
There is no indication, however, that 
Smith wanted the state to adopt an active 
anti-trust policy; it was only necessary 
that it should ensure competition by with¬ 
drawing all types of monopoly privileges 
granted to corporations. The supreme 
virtue of competition is that while it 
permits the attainment of modest wealth, 
it places the easy amassing of great wealth 
virtually beyond reach. 

compassionate treatment 

While Smith’s attitude towards the 
capitalists was extremely hostile, his 
treatment of the labouring poor was 
marked by great compassion and under¬ 
standing. in directing his inquiry into 
the nature and causes of the Wealth 
of Nations, Smith was more concern¬ 
ed with the growth of the per capita 
income than with the total income and 
more concerned with the r growth of the 
stream of revenue or subsistence for the 
people than with income as such. Rising 
per capita income was specifically desir¬ 
able because it benefited the great body 
of the people. ’Writing about the observed 
contemporary upward trend in average 
wages, he says: “Is this improvement in 
the circumstances of the lower ranks of 
the people to be regarded as an advantage 
or as an inconveniency to the society? 
The answer seems at first sight abundantly 
plain. Servants, labourers and workmen 


of different kinds, make up the far greater 
part of every great political society. But 
what improves the circumstances of the 
greater part can never be regarded as an 
inconveniency to the whole. No society 
can surely be flourishing and happy, of 
which the far greater part of the numbers 
are poor and miserable. It is but equity, 
besides, that they who feed, cloath and 
lodge the whole body of the people, 
should have such a share of the produce 
of their own labour as to be themselves 
tolerably well fed, cloathed and lodged.” 

egalitarian approach 

In the context of the eighteenth century 
views which emphasised the undesirable 
consequences of high wages. Smith’s 
advocacy of rising wages was certainly 
very much egalitarian, enlightened and 
advanced. The prevailing view was that 
high wages would induce the workers to 
work less, implying, in modern jargon, a 
back ward-bending supply curve of labour. 
This view was graphically expressed by 
Arthur Young who wrote that “every one 
but an idiot knows that the lower classes 
must be kept poor or they will never be 
industrious.” In contrast to such well 
entrenched notions of his contemporary 
world. Smith not only applauded high 
wages because they raised the standard of 
livings of the great body of the people but 
maintained that high wages would serve 
as an incentive for the workers to work 
more and not less. 

Although Smith did not suggest redis¬ 
tribution of property, he did advocate pro¬ 
gressive taxation and higher tolls on 
luxury carriages in order to alter the 
income distribution in favour of the poor. 
He was even willing to relax his cherished 
policy of free trade and recommend only 
gradual reduction of protective measures 
so that sudden and massive unemployment 
may be avoided. His views on land 
reforms were quite progressive. He criti¬ 
cised rackrenting and recommended con¬ 
version of tenants into proprietors. He 
favoured a system of small-scale and 
efficient land-cultivating proprietorship. 

Thus Smith openly sympathised with 
the lot of the workmen, the labourers, the 
tenants, and the small farmers. Is his 
support for the labouring poor merely 
emotional or sentimental? Or is there a 
necessary coincidence between what is 


desirable and what is bound to 
happen? A close examination of his theory 
of growth reveals that his support for the 
great body of the people is not just senti¬ 
mental and that the growth process 
inevitably generates and sustains a grow¬ 
ing real wage at least until the stationary 
stage is reached. 

So long as growth continues, the econo¬ 
mic conditions of the great body of the 
people would be comfortable. However, 
Smith did not envisage a ceaselessly pro¬ 
gressive economy; on the contrary, he 
thought that the grand trajectory of 
economic development, propelled by self- 
interest and aided by division of labour, 
would ultimately terminate in a stagnant 
stationary state where the great mass of 
the people would not only be thrown back 
to their original subsistence level but 
would, in addition, be condemned to 
moral decay in the process of develop¬ 
ment. The relentless population growth 
and the exhaustion of the gains from the 
division of labour on the society achieving 
its full complement of riches would finally 
lead to the stationary state. 

product of his time 

Smith was unable to imagine that 
continued technical progress is capa¬ 
ble of overtaking population growth 
and of leading to progressive increases in 
productivity and real wages. “Smith, 
albeit a major shaping intellectual force, 
was inevitably also a product of his time, 
sharing with it the limitations that seem 
to our age so patent and so crippling.” 
Of course, he indicated that the arrival of 
stationary state was not imminent and that 
it lay only at the horizon of historical 
sight when a nation’s full complement of 
capital had been amassed. 

To sum up and conclude, Adam Smith 
was the philosopher of competitive capita¬ 
lism, not of monopoly capitalism. He 
stood for high wages and was against high 
profits. He supported the labouring poor 
everywhere and nowhere did he approve 
of ‘the mean rapacity, the monopolising 
spirit of merchants and manufacturers.’ 
His sympaihies—which were much more 
than sentimental expressions—were fully 
and wholly on the side of the labouring 
poor and he thought, rightly or wrongly, 
that competitive capitalism would ensure 
the welfare of the mass of the people. 
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Waiting in the wings 

E. B. Brook 


Whatever the reasons individual or groups of members may have for 
caution over enlargement of the Common Market, all are concerned 
about Its effect on the Community's agriculture . If the four farm 
producers who have applied for membership joined it, the Community 
would find Its own markets depressed by the produce from the 
Balkans and the Iberian peninsula. 


One of the many lessons that history 
teaches is that institutions, like indivi¬ 
duals, risk hardening of the arteries as 
they grow older. The European Com¬ 
munity or Common Market, is no excep¬ 
tion. It has expanded its membership 
with reluctance, even though its ideal is 
a politico-economic community of all 
nations in Europe and beyond adhering 
to democratic principles. The original 
Six were not always happy together; on 
more than one occasion they had to adopt 
the illusory tactic of 'stopping the clock’ 
to give themselves sufficient time to 
agree on many important points of princi¬ 
ple. They enlarged into the present ‘Nine’ 


WINDOW 

ON 

THE WORLD 


with no little reluctance on both sides. 
In Britain today they speak of the ‘Nine’ 
but in France of the ‘Original and three 
new members', making a painstaking 
distinction between the Six and those 
who joined them. 

Now that other states, Greece and 
Portugal, with Spain and Turkey in the 
wings, are trying to edge their way into 


membership of the Community there undesirable. 


is more wariness than ever. The ‘Nine’, 
new members as well as the originals, 
have just made it clear to Portugal that 
they will not be rushed into hasty nego¬ 
tiations to secure Portuguese membership. 
They agreed that it would be impolitic to 
rebuff Portugal, which has so recently 


and narrowly avoided a communist type 
of government, but the Nine’s ministers 
agreed that satisfactory solutions needed 
to be found to Portugal’s economic, 
financial, social and agricultural problems 
before serious thought could be given to 
admitting the country to Community 
membership. The strong implication is 
that these satisfactory solutions are ex¬ 
pected to be long in coming and that for¬ 
mal negotiations are to be regarded as 
what the Germans call ‘future music'. 

Similar is the Community’s attitude to 
discussing Greek membership with a 
troubled political recent past as an excuse 
for extra caution. As for Spain and Tur¬ 


assessment of the broader implications of 
Community enlargement. The Community 
leadership has arrived at a point where 
all major west European states which have 
shown a wish for membership have been 
absorbed as well as one or two useful 
make-weights from among smaller states. 
Any further enlargement, other than that 
of states such as Sweden or Austria which 
tenaciously remain with EFTA (the Euro¬ 
pean Free Trade Association), still active 
but politically much less influential than 
the Community raises problems as to 
where the Community really wishes to go 
from here. 

members’ anxiety 

Several Community governments have 
expressed concern about the effects of 
enlargement on existing Community 
policies and institutions. Several of them 
are particularly anxious to protect the 
common agricultural policy—of such 
immense benefit to France and Italy and, 
not a little, to Britain—before admitting 
any new members. Others, such as Ireland, 
are seeking to use any Community en¬ 
largement to safeguard and improve bene¬ 
fits from the Community's regional and 
social funds and yet others—-notably the 
prosperous Benelux group—to use new 
memberships as means to improve the 
Community’s decision-making procedures. 

Whatever the reasons individual or 
groups of members may have for cau¬ 
tion over Community enlargement, all 
are concerned about its effect on agricul¬ 
ture. All four potential member states 
are sizable producers of farm commo¬ 
dities, fruit, wine and poultry products. 
Spanish oranges would spoil the market 
for Italian produce; Spanish and Portu¬ 
guese wines would only increase the at 
times violent quarrels between French and 
Italian wine producers; Greek and Tur¬ 
kish tobacco would disturb the already 
excessive production of tobacco by France 
and Italy which has been encouraged by 
the Community’s compensation schemes 
for those failing to sell their leaf because 
of its quality. As to poultry, France is 


key, for very contrasting reasons, there 
is more caution, amounting to reluctance, 
even than in the cases of Portugal and 
Greece. The Community, like much of 
the rest of Europe, watches the enduring 
struggle of democracy in Spain with anxie¬ 
ty. The problem of Turkey is one that 
makes the admission of its rival Greece 
even more problematical and tactically 


The Community’s unstated desire in the 
case of Portugal appears to be to take a 
political gesture of support towards the 
government of Dr Soares—now touring 
European capitals — while fending off 
openning actual membership negotiations 
long enough to permit a time-absorbing 
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already slowly being forced out of its 
profitable Middle East markets by United 
States produce which has the advantage of 
being backed by the world’s most efficient 
deep freeze installations. If four new 
chicken and egg producers joined the 
Community with its freedom of trade, 
today’s suppliers of the Middle East 
would themselves find their own markets 
depressed by poultry meat and produce 
from the Balkans and the Iberian penin¬ 
sula. It is small wonder that the Com¬ 
munity's present principle is to hasten 
slowly. 

dog in the manger policy 

Less excusable is the European Com¬ 
munity’s dog-in-the-manger attitude to 
manufactured products from Asia, espe¬ 
cially to those from Japan. The Japa¬ 
nese understandably reacted angrily to 
the 20 per cent anti-dumping duty an¬ 
nounced this week by Brussels on Japa¬ 
nese ball bearing exports to the Commu¬ 
nity area. Japan will almost certainly 
appeal against this decision at the meet¬ 
ing on February 23 of the Anti-Dumping 
Committee of the General Agreement on 
Tariffs and Trade (GATT) in Geneva. 
This meeting is expected to receive a call 
for a detailed investigation of the Japa¬ 
nese pricing system for ball bearings and 
the basis for the European Commission’s 
determination of injury. Japan will almost 
certainly push for a review of the validity 
of the Community’s decision under the 
GATT anti-dumping code and seek an 
examination of the justification for the 
level of duty as well as the time limits. 
This requirement would be without pre¬ 
judice to the Japanese rights of appeal 
under the complaints procedure provided 
by GATT. 

The Japanese consider the Community’s 
decision to be essentially a political act. 
It is regarded as a lever to hasten slow- 
progressing bilateral talks on shipbuild¬ 
ing and farm products between Japan 
and*the Community. Almost simultane¬ 
ously with the Community’s 20 per cent 
anti-dumping duty Japan announced its 
more amenable decision to raise its ship¬ 
building prices and to introduce limited 
restraint on competition with European 
yards—which have been hard hit in that 
competition and to ensure conditions of 


fair competition. Japan also intends to 
redtice the number of working hours in 
its shipyards. These measures were greet¬ 
ed privately in Brussels as a good base 
for continued negotiations, but the Com¬ 
munity itself remains adamant on its 
duty decision. 

The Community is certainly not alone 
in adopting obstructive attitudes to com¬ 
petition or attitudes which conflict with its 
interests. The new Carter administration 
in the USA has been objecting to the 
supply by West Germany to Brazil of a 
complete nuclear fuel cycle. The USA has 
taken the popular line of environmental 
protection and the risk included in ability 
by Brazil to make nuclear bomb. The 
general west European attitude is that 
this ability is acceptable in approved 
hands, but nations which can be regarded 
as developing or fast developing do not 
have such approved hands. Both West 
Germany and France are opposing this 
American attitude, doubtless very largely 
because the supply of nuclear potential is 
very good business in more than one way 
and not least because neither are willing 
to be party to a demonstration of north 
American influence in. Latin America 
which is a rapidly developing interest 
area for the British, Germans, French and 
Japanese, not least Brazil. 


This tale of world-wide' protection of 
advantages should not omit the recent 
near-disastrous weather in the east and 
mid-west of the United States which has 
not only inflicted physical suffering on a 
nation noted for its engineering efficiency 
in forestalling avoidable misfortune but 
has revealed some of the extent of the 
US immense fuel problem. A people 
comforted by central heating, air-condi¬ 
tioning, buying and producing heat ener¬ 
gy as no other, has suffered death by 
cold, isolation by snowdrifts and disloca¬ 
tion of its communications. At the same 
time, productivity has fallen sharply, with 
resultant rising prices and sharply higher 
fuel bills. The American housewife is 
paying over nine per cent more for her 
household requirements than she did a 
year ago. The indications are that these 
upward pressures will intensify as the 
year goes along because of falling pro¬ 
ductivity and a lag effect of last year’s 
expensive monetary policy. As a result, 
current American aggressiveness in its 
dealings with the cautious Community, in 
trading woldwide—not least with newly- 
rich Middle East—is likely to be intensi¬ 
fied. Tts success will be achieved more 
easily if other major world traders are 
spending their time haggling to keep 
prices high and production artificially 
reduced. 
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On the industrial front, the record of consu¬ 
mer goods industries does not hold out much 
hope for 1947, for there is no machinery for 
replacement and reconversion and labour trouble 
continues to be acute. The Industrial Disputes 
Bill, yet on the anvil in the current session of the 
legislature, may, if it becomes law, improve the 
situation, but we must not forget Professor Laski's 
words of wisdom that making a strike illegal is 
not making it impossible, and society has yet to 
evolve an agreeable techniqe for preventing labour 
trouble. It is not with significance, that all the 
three labour representatives are opposed to tne 
Government measure, which may be carried, but 
it hardly solves the real problem of making 
workers work against their will on conditions of 


service and wages, which they refuse to accept. 
A popular Government, like the Labour Govern¬ 
ment in Bngland, and an enlightened business 
community must devote their energies to the 
finding out of ways to secure the loyal support of 
workers in their production drive. It is not 
without historical significance, how workers are 
standing by the Labour^Govemment in the coal 
crisis, which but for tlicir loyal snpport would 
have caused a constitutional crisis of major 
dimensions. The community can only be sus¬ 
tained in its productive efforts by the loyal 
support of its workers; and the future will be 
fruitful to the extent that this realisation is borne 
in on men in authority, whether in business or 
government. 
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WINDOW ON fHfe woftib 


Oil flows faster from the Forties field 

Roland Grlbban 


By 1980, Britain is expected to be self-sufficient in oil . The British 
prime minister recently said that offshore oil and gas discoveries 
should produce balance of payments savings worth more than £ 4000 
million in 1977. In this article Mr Roland Gribben of "Sunday 
Telegraph n describes development of the Forties field under the 
unpredictable waters of the North Sea. 


British Petroleum’s big Forties field in 
the North Sea will be producing 25 per 
cent more oil by the end of this year 
than originally forecast by the company. 
This boost to production will bring a 
double benefit for the British economy— 
ensuring more domestic oil demand will 
be met from the North Sea and bringing 
additional balance of payments savings. 
Earlier BP estimated that Forties—the 
first big oil discovery in the British sector 
of the North Sea and one which firmly 
established Britain as an oil producing 
nation—would be producing 400,000 
barrels a day, equivalent to 20 million tons 
a year, at peak production. 

Now on the basis of the first two dozen 
production wells drilled under the un¬ 
predictable waters of the North Sea the 
company is confidently forecasting that 
output will be running at the rate of 
500,000 barrels, cr 25 million tons, by 
the end of 1977. By then it should be 
producing arround a quarter of domestic 
oil demand. 

flowing faster 

The flow of oil from the wells com¬ 
pleted so far has proved to be more 
prolific than BP envisaged when it drew 
up the Forties production plans. Though 
the total expected size of the reservoir 
has not been increased, the oil can and 
will be extracted faster. This addition 
of 100,000 barrels a day to output is 
equivalent to bringing on stream a 
medium-sized oilfield in less than a year 
without additional cost and investment. 

The bigger contribution from Forties 
will add significantly to the prospects that 
production in 1977 will reach the upper 
end of the 35 million to 45 million tons 
of oil the North Sea is expected to yield. 


By that time output should be almost 
equivalent to half domestic consumption. 

The prime minister said recently that 
Britain’s offshore oil and gas discoveries 
should produce balance of payments 
savings worth more than £4,000 million in 
1977. The Forties contribution alone 
should account for some £1,000 million. 

favourable developments 

Other changes can be expected in the 
levels of production and reserves as North 
Sea development moves deeper into the 
production phase and oil companies gain 
more operating experience. It is always 
a hazardous business estimating the size 
of an oil reservoir and assessing the pro¬ 
duction characteristics of geological 
structures which have shifted and been 
buffeted down the ages. There will 
be a mixture of encouraging revisions as 
well as some setbacks. But a recent 
reappraisal of reserves in the medium- 
size Claymore field, east of Orkney, has 
been among the favourable developments. 

More detailed information from drilling 
and testing suggests that the amount of 
oil that can be recovered from the field 
will be 12 percent greater than initially 
estimated 410 million barrels against 365 
million barrels. The small Argyll field 
has also been producing oil at a faster 
rate than its developers originally 
anticipated. The field was the first to start 
production in the British sector but its 
life will be short compared with Forties. 

By the end of 1977 seven North Sea 
oilfields should have reached the pro¬ 
duction stage—Argyll, Auk, Montrose, 
Beryl, Forties, Brent and Piper. Brent, 
the biggest in the British sector—it also 
has substantial reserves of gas—recently 
produced its first oil. When Brent and 


Forties reach their production ceilings, 
they should be producing around a million 
barrels a day between them, equivalent 
to 50 million tons a year, and more than 
half of Britain’s level of oil consumption. 
So far 14 fields have been declared com¬ 
mercial and are at one stage or another 
of the development phase. There have 
been further significant additions to oil 
reserves in 1976 with a scries of new 
discoveries, although more wells have to 
be drilled on them before they can be 
designated as commercial prospects. 

North Sea exploration and development 
is now entering its second major phase 
and the opening up of new exploration 
areas around the British Isles will provide 
further impetus. There has been a pause 
between the first and second phases as 
companies digested the lessons and mis¬ 
takes of their earlier efforts. 

towards self-sufficiency 

The recent announcement that contracts 
have been awarded for developing the 
Murchison field, close to the borderline 
between the British and Norwegian sectors 
of the North Sea, is an indication that 
the pause is almost over. By the time 
Murchison is due to produce its first oil 
in 1980 Britain will be comfortably self- 
sufficient in oil and exporting consider¬ 
able quantities of refined products. For¬ 
ties by then will have been operating for 
four years and will have produced valu¬ 
able data for other operators as well as 
considerable amounts of oil. 

BP estimates that the Forties reservoir 
contains 4,600 million barrels of oil but 
only about 1,800 million are recoverable 
from the oval-shaped structure covering 
90 km 2 and lying 2,200 m under the sea¬ 
bed. The recovery ratio is nonetheless 
high by international standards. Forties lies 
177 km northeast of Aberdeen, has been 
producing oil since the autumn of 1975 
and cost around £800 million to develop. 
The total could well be higher—the final 
bill is outstanding because work on the 
field is still in progress. 
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The first part of the financing operation, 
totalling some £360 million, involved BP 
arranging the biggest bank “overdraft” 
of its kind in an operation involving 66 
banks. But everything in the North Sea 
is on a big scale. Forties has four huge 
steel production platforms, each with an 
installed weight of some 57,000 tons and 
pinned to the seabed by 11 steel piles 
driven to- depths up to 76 m. And the 
platforms themselves are standing in 
water around 130 m deep. Twentyseven 
wells will be drilled in different directions 
from each platform to depths of up to 
3,500 m to ensure that the maximum 
amount of oil is tapped. 

The oil is carried down a 0.8 m dia¬ 


meter pipeline 170 km to Cruden Bay 
on the Scottish mainland and then by 
a 210 km land pipeline to BP’s refinery 
at Grangemouth before being trans¬ 
shipped. The whole development pro¬ 
gramme has been pushed ahead quickly. 
The field was discovered in October 1970 
and less than four years later the first 
of the four steel jackets that form the 
basis of the platform structure was towed 
across the North Sea from its construc¬ 
tion base on Teesside and placed on the 
seabed. 

But it has not been all plain sailing. 
The new technology demanded by the 
North Sea meant design changes in the 
early stages, and throughout the entire 


Chemical plants industry 


The output of chemical industry in the German Democratic Republic 
is sheduled to increase to 151 per cent by 1980 as compared with 
1970 . Large complex plants are manufactured jointly with the USSR for 
long-term contracts. Apart from large-scale oil processing and natural 
gas treatment plants , this industry produces a wide range of petrochemical 
equipment as Its contribution to the CMEA complex programme. 


Thb German Democratic Republic has a 
highly developed chemical industry. 
Considerable investments arc used to cons¬ 
tantly expand the scope of products 
made by the GDR chemical industry. For 
example, investments amounted to more 
than 3.4 thousand million Mark in 1975. 

Industrial output in chemical plant 
construction is to be increased to 151 per 
cent by 198D as compared with 1970. In 
solving this demanding task, the VEB 
Chemieanlagenbau (association of na¬ 
tionally-owned chemical plant construction 
enterprises) relies on five combines having 
a total of 28,000 employees. 

The VEB Chemieanlagenbau Stassfurt 
has mainly specialised on grading pro¬ 
cesses. The VEB Chemieanlagenbau and 
Montagekombinat, Leipzig manufactures 
complete plant and complex units for oil 
refineries. The VEB Chemieanlagenbau 
Erfurt/Rudisleben supplies, among other 
products, fermentors for the biological 
production of albumen. The VEB 
Maschinen-und I Apparatebau, Grimma 
produces crude flash towers, and addition¬ 
al equipment for degassing and desalting 
of oil is made by the VEB Chemie-und 
Tankanlagenbau, Fuerstenwalde. 

The close cooperation between the plant 


construction enterprises and the chemical 
combines and units ensures a successful 
process development, design and imple¬ 
mentation as well as the introduction of 
research findings into practical production 
within the shortest time possible, taking 
advantage of the fact that chemical plant 
construction is a fully integrated industry 
in the GDR. 

As a general contractor, the chemical 
plant construction complex has had a 
major share in all large-scale investments 
of the GDR chemical industry over recent 
years. For example, it was in charge of 
a large polyurethane complex in the VEB 
Synthesewerk, Schwarzheide with an 
annual output of more than 50,000 tonnes. 
Ethylene and propylene are produced in 
a new plant in Bohlen and part of these 
materials is pumped through a pipeline to 
Litvinov in Czechoslovakia. 

Cooperation under CMEA is a firm 
basis for the ever-increasing efficiency of 
the GDR chemical plant construction 
industry. Large complex plants are 
produced in series in a joint effort with 
ths USSR on the bisis of stable 
long-term contracts. The specialised VEB 
Maschinen-und Apparatebau, Grimma at 
present has a large order from the USSR 


life o t the project a close watch will be 
maintained, monitoring the performance 
of the field and testing equipment. The 
recent discovery of corrosion on one of 
the platform pipes underlines some of, 
the difficulties involved in North Sea 
operations as well as indicating the 
thoroughness of the maintenance pro¬ 
gramme. Eventually about 200 people 
will be “living” on the Forties field. 
Each platform will house 50 men working 
on 12-hour shifts on 14-day tours of duty. 
BP describes them as “latter-day light¬ 
house keepers”. It will take about 
£70,000 a month to keep them fed and 
housed comfortably—and providing a 
weekly exchange of films. 

in GDR 

covering the manufacture of four crude 
flash towers with a throughput of six 
million tonnes annually. 

Known as ‘Polymir 50’ and designed 
and constructed within four years only in a 
joint effort of GDR and the USSR specia¬ 
lists, the first plant for the production of 
low density polyethylene is in operation in 
Novopolozk in the Bylorussian Socialist 
Soviet Republic. At present a similar 
plant of higher capacity is under construc¬ 
tion in the GDR petrochemical centre at 
Leuna with all the required secondary 
processing plants. 

Apart from large-scale oil processing 
and natural gas treatment plants which 
are the share of the GDR chemical plant 
construction in implementing the CMEA 
complex programme, this industry also 
offers a wide range of other petrochemical 
equipment such as for styrene production, 
for the production and cleaning of capro¬ 
lactam, for the production of plastic 
materials, chemical fibres, technical gases, 
and for environmental control. 

Exports of chemical plant and equip¬ 
ment are, however, not restricted to CMEA 
countries. Chemical apparatus has been, 
and is being delivered to numerous indus¬ 
trialised countries such as France, Great 
Britain, and the FRG. The exports are of 
oil treatment plant, complete soda factories, 
sugar factories and beer manufacturing 
plant. Also African countries are among 
the major buyers of highly efficient chemi¬ 
cal plants such as oil treatment plant. 

— Courtesy: GDR Economic Service. 
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TRADE 

WINDS 


power projects, housing com¬ 
plexes, roads, highways, air¬ 
ports and other infrastructu¬ 
ral projects in a number of 
countries. 

Import of Non-ferrous 
Metals 


trial licences issued under 
item numbers 23(1 ) f 23(3) or 
23(5) of the first schedule to 
the Industries (Development 
and Regulation) Act, and spin¬ 
ners holding permits issued by 
the textile commissioner under 
clause 3(1) of the Woollen 


Rise in Exports 

India’s exports including re¬ 
exports during the first nine 
months of the current financial 
year were of the order of 
Rs 3546 crores as compared to 
Rs 2708 crores in the corres¬ 
ponding period of 1975-76, 
thus registering a rise of near¬ 
ly 31 per cent. The imports 
during the same period came 
down to Rs 3592 crores from 
Rs 3916 crores during April- 
Deccmber 1975 indicating a 
contraction of 8.3 per cent. 
The huge trade deficit of 
Rs 1208 crores during the first 
three quarters of 1975-76 has 
come down to a small deficit 
of Rs 46 crores during the 
corresponding period of the 
current year. 

This performance should, 
however, be viewed as a conti¬ 
nuation of the rising curve of 
exports over the last few 
years, India's exports during 
1975-76 increased by 18.4 per 
cent, in 1974-75 by 31.9 per 
cent, in 1973-74 by 28.0 per 
cent and in 1972-73 by 22.5 
per cent over the performance 
of the respective preceding 
years. 

Wide-spread Exports 

The latest commoditywise 
data for exports is available 
for the seven months April- 
October 1976. This indicates 
that the expansion in exports 
has been wide-spread and has 
been shared by a large number 
of commodities both traditio¬ 
nal and non-traditional. 
During this period among the 
traditional items exports of 
tea, coffee, cashew kernels, 


cotton piece goods (both mill- 
made and handloom), other 
cotton manufactures were lar¬ 
ger as compared to the exports 
in the same months of the 
preceding year. Among the 
non-traditional items exports 
of items such as oilcakes, fish 
and fish preparations, cotton 
apparel, leather and leather 
manufactures, engineering 
goods, iron and steel, handi¬ 
crafts, rubber manufactures 
and cement showed substantial 
expansion. 

Value Added Exports 

A major clement of our ex¬ 
port promotion policy is to 
obtain larger export earnings 
from the same volume by 
promoting the exports of 
value added items as well as 
projects in place of commodi¬ 
ties and consultancy services 
for which the country is emi¬ 
nently suited with the experi¬ 
ence of establishing, running, 
managing, a large number of 
projects in basic fields over 
the last three decades. While 
promoting these latter type of 
exports the country’s geo¬ 
graphical position is an advan¬ 
tage since a large number of 
countries in the Indian Ocean 
Region and the South East 
Asia haie undertaken deve¬ 
lopment programmes and they 
are in need of the type of 
technology and equipment 
which we are in a position to 
supply. 

Various consultancy organi¬ 
sations in India are currently 
in the process of establishing 
a number of projects relating 
to integrated steel plants, 


Liberal imports of non- 
ferrous metals would be 
allowed to meet the needs of 
the industry, stated Mr Chan- 
drajit Yadav, union minister 
of Steel and Mines recently. 
Inaugurating a seminar on 
rolled products of copper and 
its alloys, he stated that the 
government would consider 
the industry’s requests for any 
additional imports of metals 
in view of the improved 
foreign exchange situation. 
Mr Yadav, w hose speech was 
read out in his absence by the 
secretary of the department 
of Mines, Mr S.K. Mukherjcc, 
pointed out that metal produc¬ 
tion in the country had in¬ 
creased significantly in the 
past two years. More indi¬ 
genous metal is now in sight 
with the sanctioning of Malanj- 
khand copper project, new 
smelter at Visakhapatnam and 
the expansion ofDebari smel¬ 
ter of Hindustan Zinc. 

Acrylic Fibre Import 

The government has permit¬ 
ted direct import of acrylic 
fibre by certain categories of 
actual users. It has also been 
decided to include rayon grade 
wood pulp and nylon filament 
yarn under the scheme of 
direct allotment of imported 
raw materials to actual users 
by the canalising agency which 
in this ca&e is the State Trad¬ 
ing Corporation. According to 
public notices issued by the 
chief controller of imports and 
exports, it has been decided to 
allow direct import of acrylic 
fibre to such actual users as 
are engaged in the textile 
industry and are holding indus- 


Textiles (Production and Dis¬ 
tribution) Control Order, and 
such other persons engaged 
in the manufacture of woollen 
products and hitherto were 
recognised for release of wool 
under actual users quota con¬ 
ditions. Eligible actual users 
should submit applications to 
the regional licensing authori- 
ties for issue of import licen¬ 
ces for acrylic fibre. 

Terms of Allotment 

The licences will be issued 
for the value applied and on 
the condition that the imported 
material will be used only in 
the lieencee's own unit for pro¬ 
duction of goods for which the 
licence or registration certi¬ 
ficate is held. Import licences 
will be issued having validity 
up to October 31 this year and 
no grace period for shipment 
of goods will be allowed. So 
far as rayon grade wood pulp 
is concerned, all actual users, 
both in the large and small 
scale sectors, should register 
their requirements with STC. 
The last date for receipt of 
applications is March 31 this 
year. 

Regarding nylon filament 
yarn, the public notice states 
that the following categories 
of actual users should register 
their requirements with STC. 
It has, however, been clarified 
that import of base-flat nylon 
filament yarn will only be 
allowed. The last date for 
receipt of applications is 
March 31 this year. The cate¬ 
gories specified are: units 
holding industrial licences or 
registration certificates under 
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item number 23(5) of the first 
schedule of the Industries 
(Development and Regulation) 
Act, and all art silk units 
registered with the textile 
commissioner and holding 
permits issued by him, includ¬ 
ing co-operative societies of 
powerloom owners whose 
looms are covered by the per¬ 
mits issued by the textile com¬ 
missioner. 

Import of Edible Oils 
and Oilseeds 

The government's decision 
to allow free imports of edible 
oils and oilseeds was announ¬ 
ced on January 17, 1977. 

According to this decision, 
this facility is intended for 
imports for direct consump¬ 
tion, or for refining and blend¬ 
ing for direct consumption. 
This facility is not available 
for import of oils for use in 
vanaspati industry or for 
other industrial use. 

Trade and industry arc tak¬ 
ing advantage of this facility, 
and so far, licences for a total 
value of around Rs 82 crorcs 
have been issued. These arc 
for all categories of edible 
oils and oilseeds. Bulk of 
this licensing has been done at 
Bombay. 

It has been clarified that 
both refined and unrefined 
edible oils are permitted to be 
imported under this s>stem of 
free licensing. Also, all kinds 
of derivatives of edible oils are 
allowed to be imported under 
this facility. The fact that an 
intending importer is also a 
manufacturer of vanaspati or 
is an industrial user of oils, 
will not come in the way of 
importing edible oils so long 
as the import is intended to 
be for purpose of direct con¬ 
sumption or for refining or 
blending for direct consump¬ 
tion. There are no procedu¬ 
ral difficulties in getting licen¬ 
ces under this scheme. Licen¬ 


cing offices in the country are 
in a position to deal with im¬ 
port applications under this 
scheme expeditiously and issue 
licences within two to three 
days of the receipt of the 
applications. 

, Development of Smell 
Tools 

Considering the need for 
accelerated growth and keep¬ 
ing in view of the export poten¬ 
tial, the government has cons¬ 
tituted a panel for the develop¬ 
ment of the small tools, cut¬ 
ting tools, coated and bonded 
abrasives and hand tools 
industries to consider and sug¬ 
gest measures necessary for 
further growth of these indust¬ 
ries. The panel will devote 
special attention to aspects 
of technological and material 
inputs, reduction in cost of 
production through measures 
like value engineering and 
standardisation, so as to fur¬ 
ther stimulate demand. It 
will also take into account the 
present and future export mar¬ 
ket and suggest development 
programmes in order to achieve 
rapid growth of exports. The 
panel consists of representa¬ 
tives from the manufacturers, 
users, research institutions and 
the concerned government 
departments. 

NPCC Output 

The National Projects Cons- 
tructiqn Corporation (NPCC), 
a public sector undertaking 
under the ministry of Energy, 
has increased its construction 
turnover by 30 per cent dur¬ 
ing the third quarter of the 
current financial year over 
that of the same period last 
year. During this period it 
had completed construction 
works worth Rs 375 lakhs as 
against Rs 289 lakhs for the 
same period last year. The 
main contribution for this in¬ 
crease in turnover came from 
the composite dam at Potladoh 


where the excavaDbtt and 
masonry work has picked up 
momentum which brought in 
a turnover of Rs 55 lakhs. It 
is closely followed by the 
Godavari barrage unit which 
accounted for Rs 43 lakhs. 
This unit is now fully geared 
and is expected to contribute 
a record output during the 
last quarter of 1976-77 when it 
has to complete priority works 
of 24 bays in the Dowlaiswa- 
ram arm of the barrage. The 
central projects at Bairasuil 
and Boktak as well as the 
section 12 of the tube railway 
at Calcutta have contributed 
over Rs 30 lakhs each. The 
overall output during the first 
nine months of the current 
financial year has reached 
Rs 982 lakhs as against Rs 747 
lakhs for the same period last 
year showing an increase of 
31 percent. 

Bhabha Hydro-Electric 
Project 

The Planning Commission 
has accepted the recommenda¬ 
tions of the department of 
Power in respect of the Bhabha 
Hydro-Electric project in 
Himachal Pradesh for proceed¬ 
ing with the infrastructural 
requirements of the project and 
for the preparation of the 
detailed project report. The 
project envisages exploiting the 
hydro-electric potential of 
Bhabhakhad, a tributary of 
the Sutlej river for power 
generation. The project will 
utilise a drop of 919.5 metres. 
The scheme is proposed to be 
planned as run of the river 
development with a pondage 
to take care of diurnal fluctua¬ 
tions for about four hours dur¬ 
ing the peaking demand period. 
The power house will have 
three units of 40 MW each. 
The scheme is estimated to 
yield an annual generation of 
435 million units correspond¬ 
ing to 49.5 MW continuous in 


a dependable year. The re¬ 
quirements on the preparation 
of the detailed project report 
and on the creation of infra¬ 
structural works from year to 
year would be considered at 
the time of the annual Plan 
discussions. 

Sugar for March 

The government of India 
has ordered the release of 
290,000 tonnes of sugar for 
internal consumption for 
March 1977. It will consist 
of 205,000 tonnes of levy and 
85,000 tonnes of free sale 
sugar. 

Marketing Plantation 
Crops 

Cooperatives are playing a 
major role in the marketing of 
plantation crops. These have 
shown a marked improvement 
during the recent years specially 
in respect of arecanut and 
coffee. As may as 120 coopera¬ 
tives were engaged in the mar¬ 
keting of plantation crops dur¬ 
ing 1974-75 and their annual 
turnover was Rs 34.40 
crorcs as against Rs 19.62 
crores in 1973-74 and Rs 8 
crores in 1961-62. Of these 18 
copperatives were operating 
for arecanut. 32 for coconut, 
three for cashewnut, 14 for 
cardamom, 12 for pepper, five 
for coffee, 12 for tea and 24 
fo rrubber. 

The National Cooperative 
Development Corporation had 
played and is further playing a 
major promotional role by en¬ 
couraging these cooperatives 
to take up the marketing 
operations and also by setting 
up processing units based on 
plantation crops. NCDC pro¬ 
vided technical expertise and 
financial assistance to the co¬ 
operatives for the purpose. 
As a result of the efforts of 
the corporation there had 
been a considerable increase 
in the number of processing 
units set up by the coopera- 
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tives dealing exclusively in 
plantation crops by the end of 
1974-75. There were 71 such 
units in cooperative sector, 
out of which 54 have already 
been installed. 

Landing & Navigation 
Charges of Aircraft 

Revised landing and naviga¬ 
tion charges for aircraft have 
come into effect from Feb¬ 
ruary 1, 1977. The new land¬ 
ing charges for three represen¬ 
tative aircraft will be Rs 9675 
for Boeing 747, Rs 3675 for 
Boeing 707 and Rs 530 for 
DC-9. The revised naviga¬ 
tion charges will be Rs 3200 
for Boeing 747 and other wide¬ 
bodied aircraft, Rs 2250 for 
Boeing 707 aircraft and other 
aircraft up to that weight and 
Rs 1400 for aircraft on short 
flights through Indian Flight 
Information Regions. 

The intent to increase land¬ 
ing, navigation and other 
charges was notified in Septem¬ 
ber 1976 by the International 
Airports Authority of India in 
respect of international airports 
and by the Ministry of Tourism 
and Civil Aviation in respect 
of domestic airports. 

Rourkela Output 

ERW pipe plant and sinter¬ 
ing plant of Rourkela steel 
mills have surpassed the pre¬ 
vious highest annual produc¬ 
tion made in 1975-76 with more 
than two months to spare in 
the current financial year. The 
cumulative production of elec¬ 
trical resistance welded pipes 
on January 9, 1977 reached 
39,132 tonnes surpassing the 
previous highest annual pro¬ 
duction of 38,939 tonnes made 
in the last financial year. This 
is 3132 tonnes more than the 
annual target of 36,000 tonnes 
which was achieved in Decem¬ 
ber, 1976. The current year’s 
monthly average production 
works out to 4,227 tonnes 
as against the previous best of 


3245 tonnes. Growth rate in 
ERW pipes is 30 per cent, A 
similar feat was performed in 
sintering plant on January 
15, 1977. The previous highest 
production of 940,429 tonnes 
in 1975-76 which was surpassed 
with cumulative production in 
the current financial year 
reaching 941,383 tonnes. The 
current years’ average monthly 
production is 99,261 tonnes. 
Wi He the previous best year’s 
monthly average production 
has been 78,369 tonnes. The 
growth rate in sinter has been 
26.6 per cent. 

Castor and Linseed 
Export Banned 

The union government im¬ 
posed a ban on future trad¬ 
ing in castorsccd and linseed 
with effect from February 5. 
The export of castor oil and 
linseed oil has also been ban¬ 
ned. These steps have been 
taken to check the rising trend 
in prices of these items. There is 
already a ban on future trading 
in castor oil and lienseed oil. 


Names in the Haws 

Mr G.C. Baveja has taken 
over as additional secretary 
and director general, Bureau 
of Public Enterprises in the 
ministry of Finance. Mr Baveja 
was planning adviser to the 
government of Mauritius be¬ 
fore joining his present assign¬ 
ment. Earlier he was joint 
secretary in the ministry of 
Shipping and Transport (1967- 
71) and Planning Commis¬ 
sion (1971-74). 

Mr Paul Pothen, managing 
director of the Indian Farmers 
Fertiliser Cooperative Limited 
was awarded the honour of 
‘Padma Shri’ in the Republic 
Day awards honours list. An 
engineer from Mysore Univer¬ 
sity, Mr Pothen has had over 
three decades of practical ex¬ 
perience in the fertiliser indus¬ 
try. Joining FACT in Kerala 
in 1945, he rose to the position 
of joint general manager in 
this organisation in 1965 and 
came to acquire wide and 
varied knowledge of all aspects 
of fertiliser and chemical plant 


construction and operatic*. 
He joined Indian Fartaers 
Fertiliser Cooperative Limited 
in 1968 as its managing 
director. 

lie is presently chairman of 
the Fertiliser Association of 
India, director, Fertiliser Cor¬ 
poration of India, Fertilisers 
and Chemicals Travancore Ltd., 
Indian Potash Limited, Indian 
Institute of Technology, Kan¬ 
pur, and member of the Deve** 
lopment Council for Inorganic 
Chemical Industries. 

Mr E. S. Williams, manag¬ 
ing director, TESCO HOME 
‘N’ WEAR LTD, alongwith 
his wife Mrs Irene Williams 
and four buyers—Mrs C. 
Saunders, Mr R. Wilson, Mr N. 
Landau and Miss W. Bostock 
visited this country recently. 
Mr E.S. Williams is buying 
for the Garments and House- 
ware Division of TESCO. 
TESCO’s turnover the UK 
amounts to over £ 700 mil¬ 
lion, and it is one of the 
largest supermarket chains, 
having 900 stores in Europe. 
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AFFAIRS 


Sfilfeens India 



Siemens* i%>iA expects further 
efj$6nsion of business during 
'year. According 
£<(l^!nn#tn, Mr K.M.D. 
[ the measures taken 
Bit in curbing 

_... ^ increasing pro- 

bad created the right 
, twp inm ent for investment 
flMiiiAislrial activity and the 
. mtf&my .hopes to derive benc- 
these measures. 

iny is continuing 
of diversification 
W^pment of new pro¬ 
file the company 
dnuc to get improved 
from its principals, 
i.'AG of West Germany, 
will bf.placing emphasis on 
seff-rdj^i&ce. in developing its 
own technology in the various 
project and system 
enptl^^g. This will enable 
thf| company to expand busi¬ 
ng ifl the project and system 
in India and 


more foreign ex- 
h company will make 
^efforts to improve ex- 
rformance by not only 
ng products but by exe- 
arnkey projects as well, 
awhile Siemens AG has 
I recently a collaboration 
^agreement with Bharat Heavy 
IjSlecJricals for application engi¬ 
neering for certain electronic 
hardware and devices. Another 
collaboration agreement has 
been concluded with Kraft- 
werke Union, a subsidiary of 
Siemens AG, whereby the most 
sophisticated technological 
know-how for building super 




thermal power stations would 
be transferred to Bharat Heavy 
Electricals. 

Larsen & Toubro 

L & T has achieved a record 
sale of Rs 52 crores during the 
period April 1, 1976 to Decem¬ 
ber 31^ 1976. The previous 
year’s sale for the correspond¬ 
ing nine-month period, which 
was also a record, was Rs 45 
crores. Production in the 
company's workshops has also 
shown a satisfactory increase. 
The impressive performance in 
the first three quarters of 1976- 
77 has created confidence that 
L&T will close 1976-77 with a 
strong base for future growth 
and profitability. L&T’s sub¬ 
sidiary and associate compa¬ 
nies, which are in the process 
of finalising their accounts, 
are reported to have achieved 
excellent results for 1976-77. 

Coromandel Fertilisers 

Coromandel Fertilisers Ltd 
has reduced the equity divi¬ 
dend to 20 per cent for the 
year ended December 31, 
1976 from 22 per cent declared 
for the previous year. The 
proposed dividend is, however, 
expected to he tax-free in the 
hands of the shareholders. 

Production of fertilisers at 
the company’s factory at Visa- 
khapatnam was appreciably 
higher at 247,000 tonnes as 
compared to 161,000 tonnes in 
1975, marking an increase of 
53 per cent. Sales totalled 
235,000 tonnes, about 73,000 
tonnes more than in 1975. 

The revenue from sales and 


dther income* R&63J4 crores 
recorded a sizable of 

33 per cent over the previous 
year’s figure oflU1^.|4H!a»es. 
The gross profit before depre¬ 
ciation and taxation, however, 
was lower at 16.27 crores as 
compared to 17.59 crores in 
1975. Out of the gross profit, 
a sum of Rs 5.22 crores was 
appropriated to depreciation 
reserve as against Rs 5.11 cror¬ 
es while an amount of Rs 6.87 
crores was earmarked for taxa¬ 
tion as against no provision 
in the previous year. The net 
profit, after these allocations, 
dropped steeply to Rs 4.18 
crores from Rs 12.48 crores in 
1975. The proposed dividend 
will absorb Rs 1.92 crores, 
Rs 0.19 crore less than in the 
preceding year. 

Tungabhadra Industries 

During the year ended Sep¬ 
tember 30, 1976, the company 
has achieved a turnover of 
Rs 2,244 lakhs as against the 
turnover of Rs 2,899 lakhs in 
the corresponding pervious 
period. In spite of the reduc¬ 
tion in the sales, the company 
has earned a higher gross pro¬ 
fit of Rs 62.35 lakhs as against 
Rs 57.45 lakhs in the previous 
year. 

The directors have declared 
an equity dividend of 15 per 
cent as against 10 per cent in 
1975 and 9.3 per cent prefer¬ 
ence dividend which will be 
paid out of the net profits of 
the company. The directors 
have also recommended to 
issue 3 bonus shares for every 
five existing equity shares. 

The total production of 
vanaspati and refined oil was 
2$,517 tonnes as against 24,866 
tonnes in the previous year. 
Production was lower due to 
the government guidelines for 

f compulsory use of import¬ 
ed Failure of groundnut 


1 


crop and Testrictioft „on the 
Inter-state movement of refined 
oil were also responsible for 
the curtailment of production. 
However, the production in 
the soap division was consider¬ 
ably higher at 9,503 tonnes as 
against 7,010 tonnes in the pre¬ 
vious year. 

Joint Venture 

During the year the company 
has embarked upon a joint- 
venture outside India for set¬ 
ting up a copra crushing and 
solvent extraction plant in the 
Philippines. The total project 
cost of this venture is estimat¬ 
ed at Rs six crores and the new 
company styled Philagro 
Edible Oils Inc, has been in¬ 
corporated in the Philippines. 
The plant is located at Zam¬ 
boanga City. The International 
Finance Corporation, USA 
an affiliate of the World Bank, 
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has agreed to finance this 
project. This project is notf 
at an advanced stage and it is 
expected to commence com¬ 
mercial production in May 
1977. The company has ex¬ 
ported major part of the plant, 
machinery and equipment for 
this joint venture. The total 
contribution towards the equity 
capital of the joint venture 
company is of the order of 
16.47 per cent. 

The directors of the com¬ 
pany have negotiated with 
Messrs Hyderabad Vanas- 
pati Limited for running on 
lease their composite unit 
situated at Maula Ali, Hydera¬ 
bad, having oil mill, cotton¬ 
seed plant, refinery, soapery 
and solvent extraction plant 
for a period of five years 
with three options to renew 
the lease for a period of five 
years at a time. This would 
fetch higher revenue to the 
company and thereby the pro¬ 
fitability of the company is 
expected to improve in 
future. 

State Bank of 
Travancore 

The State Bank of Travan- 
corc, is reorganising the pre¬ 
sent administrative set up in 
its head office in Trivandrum 
with effect from February 
1, 1977. The administrative 
departments in the head office 
are being classified into two 
wing—the “operations’* wing 
and the “planning and deve¬ 
lopment” wing—each in charge 
of a general manager. The 
scheme of reorganisation 
aims at unification of com¬ 
mand at the head office over 
all the activities of branches 
by a single functionary, better 
control system for performance 
and coordination, perspective 
business planning, deeper 
penetration into and wider 
coverage of markets with a 


view to achieving greater trusts 
in the fields of resources mobi¬ 
lisation and development of 
business in various sectors 
such as small scale, small busi¬ 
ness, agriculture, economically 
weaker sections etc. There- 
organised set up will have 


functional and staff specialists 
whose main responsibilities 
will be to devise ways and 
means to offer more efficient 
customer service, simplifica¬ 
tion of procedures, formulating 
new schemes of financial assis¬ 
tance, locating areas for open¬ 


ing new branches, with a spe¬ 
cial emphasis on spreading 
banking habit in rural and 
semi-urban areas, manpower 
planning, staff training etc. 

To achieve effective operat¬ 
ional control, the 331 bran¬ 
ches of the bank are being divi- 
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ded info four geographically 
contiguous regions, each in 
charge of a regional manager. 
Some of the larger branches 
contributing sizeably to busi¬ 
ness of the bank will be direc¬ 
tly controlled by very senior 
officials like assistant general 
managers of the bank. Mr 
N.S. Srinivasan will be the first 
General Manager (Operations) 
and Mr M. Krishnamurthi the 
first General Manager (Plan¬ 
ning and Development) with 
effect from February 1, 1977. 

Oriental Carbon 

Oriental Carbon Limited, a 
company promoted by Phillips 
Carbon Black Limited, is set¬ 
ting up a project for the manu¬ 
facture of 9,000 tonnes per 
annum of carbon black. The 
total cost of the project is esti¬ 
mated at Rs 465 lakhs to be 
financed by Rs 200 lakhs of 
equity capital, Rs 235 lakhs of 
term loans and Rs 30 lakhs as 
unsecured loans from promo¬ 
ters. Apart from the unsecured 
loans, Phillips Carbon Black 
Limited arc also investing 
Rs 64 lakhs in the equity capi¬ 
tal of Oriental Carbon Limited 
which forms 32 per cent of the 
total equity. For the remain¬ 
ing Rs 136 lakhs of the equity 
capital, the company proposes 
to make a public issue of 
13,60,000 equity shares of 
Rs 10 each. 

Phillips Carbon Black Limi¬ 
ted are the pioneer manufac¬ 
turers of carbon black and 
have a plant operating at West 
Bengal with a capacity of 
36,000 tonnes per annum. The 
original collaboration for the 
manufacture of carbon black 
was obtained from Phillip 
Petroleum Company of USA 
in 1962. Of the three manufac¬ 
turers who arc at present 
engaged in the production of 
carbon black in India today, 
Phillips Carbon Black Limited 
is the only company who has 
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been able *o obtain maximum 
capacity utilisation and the 
highest efficiency of operations. 

Oriental Carbon Limited has 
entered into a unique collabo¬ 
ration agreement with both 
Phillip Petroleum Company of 
USA and the promoters Phil¬ 
lips Carbon Black Limited. By 
the terms of these collabora¬ 
tions Phillip Petroleum Com¬ 
pany of USA will be providing 
upto date technical informa¬ 
tion and the recent develop¬ 
ments in the manufacture of 
carbon black to Oriental Car¬ 
bon Limited apart from train¬ 
ing key personnel of the com¬ 
pany at its plant in USA. 
Phillips Carbon Black Limited 
on the other hand would be 
providing the detailed technical 
know-how, engineering and 
process data to Oriental Car¬ 
bon Limited. 

Engineering Consultants 

The company has appointed 
Duncan Brothers & Co Ltd, 
as the engineering consultants. 
They will carry out detail engi¬ 
neering design, drawing of 
specifications of plant and 
equipment, civil engineering, 
structural works, electrical ser¬ 
vices etc. They will also pro¬ 
vide services for procurcmcnt- 
and inspection of the plant 
and equipment and supervise 
erection and commissioning. 

The plant is coming up at 
Gha/iabad in Uttar Pradesh 
mainly to serve the existing 
tyre companies and the new 
ones coming up in the nor¬ 
thern region. At present the 
total demand of 7,500 tonnes 
per annum of carbon black in 
this region is being met from 
Bengal or Bombay with heavy 
expenditure on transportation. 

Oriented Carbon Limited 
would be in a position to ser¬ 
vice its customers advantage¬ 
ously by its favourable loca¬ 
tion in northern India, and 


would be easily able to sell its 
entire production there since 
the demand is expected to 
touch 12,000 tonnes per annum 
by 1978. 

All orders for plant and 
machinery have been placed 
and the equipment have al¬ 
ready started arriving at site. 
It is expected that the plant 
would go on stream by July 
1977. 

News and Notes 

The public issue of 13,00,000 
equity shares of Rs 10 each by 
Citurgia Biochemicals has been 
oversubscribed. The subscrip¬ 
tion list opened on February 7. 
The directors of the company 
decided to close the list on 
February 10 after banking 
hours, being the earliest clos¬ 
ing data as per the announce¬ 
ment in the prospectus. 

The public issue of Punjab 
United Pesticides and Chemicals 
for 3,67,500 equity shares of 
Rs 10 each has been oversubs¬ 
cribed. The subscription list 
was closed on February 7. 

New Issues 

S.N. Sunderson (Minerals) 
Limited of New Delhi, a run¬ 
ning company incorporated in 
March 1969 and converted 
into a public limited company 
in April 1976, entered the 
capital market on February 14 
with a public issue of Rs 13.40 
lakhs. The subscription list 
will close on February 23 or 
earlier but not before Febru¬ 
ary 17. The entire issue is 
underwritten. 

The authorised share capi¬ 
tal is Rs 25 lakhs while the 
issued and subscribed capital 
is Rs 6.60 lakhs. The present 
issue of Rs 13.40 lakhs, com¬ 
prising 1,34,000 equity shares 
of Rs 10 each is now being 
offered for public subscription 
for cash at par. 

The company is mainly en¬ 
gaged in trading and manufac¬ 
turing activities in limestone 
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and lime. It has a refractory 
unit at Katni on lease for 
30 years renewable for two 
similar periods with effect 
from May I, 1976. It has 
also two mining leases. The 
proceeds on this issue will be 
utilised to modernise its plants 
and for expansion of the com¬ 
pany’s activities. 

The sales of the company’s 
own manufactures have more 
than trebled from Rs 23.20 
lakh in 1971 to Rs 82.50 lakh 
in 1975. The gross profit has 
increased nearly seven-fold 
from Rs 2.45 lakhs to Rs 16.40 
lakhs As on June 30, 1976, 
reserves and surplus stood at 
Rs 7.45 lakhs against the 
share capital of Rs 6.60 lakhs. 

Demand for lime and lime¬ 
stone is ever increasing as they 
arc basic raw materials for 
steels, paper, sugar and some 
chemical industries. Refrac¬ 
tory products arc also having a 
ready market with steel plants 
and other industries. 

The directors anticipate that 
barring unforeseen circum¬ 
stances the company will 
make reasonable profts in the 
coming years to pay a satis¬ 
factory dividend on the equity 
capital. 

Capital and Bonus 
Issues 

Consent has been granted to 
six companies to raise capital 
of nearly Rs 23 million. The 
details are as follows: 

Camlin Private Limited, 
Bombay, have been accorded 

Deptt. of Atomic Energy 
Directorate of Purchase 
& Stores 

The last date for submission of 
quotation against our tender No. 
DPS : BARC : R-5 : FAB : 31 for 
Shell and tube type Heat Exchanger 
(ton Exchange ccoler). Due on 
2 2 77 has been extended upto 
17.3.77 (3 p.m.), which will be 
opened at 4 p m. on the same day 
at Mohatta Building 2nd fleor, 
Palton Road, Brmbay-400 001. 

davp 645 (404) 76 
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consent, valid for six months, 
to capitalise Rs two million out 
of its general reserve and 
issue fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of one bonus share 
for each equity share held. 

The Eriabaria Tea Company 
Private Limited, Calcutta, have 
been accorded consent, valid 
for six months, to capitalise 
Rs two lakh out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
one bonus share for two equity 
shares held. 

The Industrial Gases Limited, 
Calcutta, have been accorded 
consent, valid for six months, 
to capitalise Rs 1.25crorc out 
of its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus share 
for two equity shares held. 

Dharampal Premchand Ltd, 
Delhi, have been accorded con¬ 
sent, valid for six months, 
to capitalise Rs 9 lakhs out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus 


share for each equity share 
held. 

The Mysore Kirloskar Limi¬ 
ted, Yantrapur (Karnataka), 
have been accorded consent, 
valid for six months, to capi¬ 
talise Rs 9.6 million out of its 
general reserve and issue frilly 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of three bonus shares 
for five equity shares held. 

Sterling Steels and Wires 
Limited, Hoshiarpur, has com¬ 
municated to government of 
its proposal to issue capital 
under clause (5) of the Capi¬ 
tal Issue (Exemption) Order, 
1969 for Rs 9 million (inclu¬ 
sive of the capital already 
raised) in 900,000 equity 
shares of Rs 10 each for cash 
at par, out of which shares 
worth Rs 5.4 million will be 
offered to the public by a 
prospectus and shares worth 
Rs 2.5 lakh will be issued to 
non-residents, to provide a part 
finance for the manufacture of 
various types of steel wires. 

Old Village Industries Limi¬ 
ted, have been rejected per¬ 
mission for issue of bonus 
shares of Rs 257,000. 

(Per cent) 


Dividend 


Name of the Year ended Equity dividend 

company declared for 


Current Previous 




year 

year 

Higher Dividend 
Tungabhadra Industries 

Sept. 30,1976 

15.0* 

J00 

R.J. Shah & Co. 

June 30, 1976 

5.0 

Nil 

Excel India 

Sept. 30, 1976 

I8.0£ 

16.0 

Walchandnagar 

Sept. 30, 1976 

15.0 

12.0 

Panyam Cement 

Aug. 31,1976 

15.0 

12.0 

Same Dividend 

Fit Tight Nuts and Bolts 

Sept. 30,1976 

19.0 

19.0 

Otis Elevator Company 
(India) 

Sept. 30, 1976 

18.0(/f) 

180 

Amines and Plasticisers 

Sept. 30, 1976 

Nil 

Nil 

Reduced dividend 

Sri Sarvaraya Sugars 

Sept. 30, 1976 

9.0 

14.0 


^Besides a three-for-five bonus issue. £In addition to one-for- 
fivc bonus issue. @On the enlarged capital. 


Licences and Letters of Intent 

The following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of December 1976. The list contains the names and 
addresses of the licensees, articles of manufacture, type of 
licences—New Undertakings (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting - and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Surrcndra Industries (Bombay) Pvt Ltd, 24, Baroda 
Street, Bombay-400109—(Thana Maharashtra)— GI and black 
pipes—10 ; 000 tonnes- (COB) 

M/s Northern Tndia Forgings Ltd, II, Community Centre, 
East of Kailash, New Delhi- (Gurgai n - Haryana) -Forged 
Machined Steel Flanges, Discs and Rings 10 0 Metric tonnes; 
Pipe Fittings—500 Metric tonnes - (NU) 

M/s Welcast Steels Ltd, 72/5, Cunningham Road, Bangalore- 
560052—(Bangalore—Karnataka)—Alloy Steel Ingols and Cast¬ 
ings 1,000 tonnes (NA) 

M/s Hakim Rai Jaichand Forgings Pvt Ltd, United Bank of 
India Bldg, Sir P.M. Road, Fort, Bombay-4000)J - (Maha¬ 
rashtra)—Steel Forgings—including C losed Die Forgings-From 
3,300 tonnes (existing) to 6,300 tonnes (after expansion) ~-(SE) 

M/s Jefferson Bolts (India) Private Ltd, 204, Okhla Industrial 
Estate, New Delhi-110020-(Delhi)- Bolts and Screws including 
Carriage Bolts - -3,200 tonnes; High Tensile Bolts and Sc ews— 
600 tonnes—(NU) 

M/s Somani Ferro Alloys Ltd, 1 verest Building, (15th Floor), 
46-C, Chowringhce Road, Calcutta-700016 — (Nadiad - West 
Bengal)-Angles, Joists Tec and other non-standard Sections 
Bars, Light Rails, Telegraph channels, Light weight and channel 
Sections, High Carbon wire rods 12,500 tonnes—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/s Deepak Insulated Cable Corporation Lid, 8th Mile, 
Bangalore-Tumkur Road, Dasarahalli-562189 (Bangalore 
Suburb)—(Bangalore Karnataka)- Wire Enamels—320 tonnes 
-(SE) 

Electrical Equipment 

M/s West Bengal Electronics Indl. Dev. Corpn. Ltd, 225-E, 
Acharya Jagdish Chandra Bose Road, Calcutta-700020— 
(Calcutta—West Bengal)—Electronic Desk Calculators—5,000 
Nos - (NU) 

M/s The Bengal Electric Lamp Works Ltd, 4, Fairlic Palace, 
Calcutta-700001—(Calcutta—West Bengal)—Electrodes (Lead- 
in-Wires)—200 million pcs. both for captive consumption and 
for commercial sale—(NA) 

M/s Kerala State Electronics Dev. Corpn. Ltd, Keltron 
House, Vellayambalam, Trivandrum-595001—(Trivandrum— 
Kerala)—Alpha-Numeric Display Terminals—100 Nos—(NU) 

M/s Assam Conductors & Tubes Ltd, P.O. Bamunimaidan, 
Qauhati-781021 (Assam) — (Kamrup—Assam)—A. A.C./A.CS.R. 
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Conductors of 37 and 61 strands—From 2,000 tonnes (existing) 
to 4,000 tonnes (after expansion)- (SE) 

M/s English Electric Company of India Ltd, Pallavaram, 
Madras-43 (Madras - Tamil Nadu)—Phase Comparison Pro¬ 
tection Schcmc/Inter-Tripping System -35 Nos -(NA) 

M/s Electronics Corpn. of India Ltd, Industrial Develop¬ 
ment Area, Chorlapalii, Hydcrabad-40 (AP) - (Hyderabad - 
Andhra Pradesh) -Automatic Warning System -150 Nos; Elec¬ 
tronic Axle Counters—100 Nos—(NA) 

M/s Hindustan Brown Bovcri Ltd, Brown Bovcri House, 
264/265, Dr Annie Bcsant Road, Bombay-400025—(Baroda— 
Gujarat) Extra high tension air blast circuit breakers above 
220 KV upto and including 420 KV within the existing capacity 
of 216 Nos air blast circuit breakers upto 220 KV—36 Nos 
Extra high voltage instrument transformers above 220 KV 108 
Nos- (NA) 

M/s Mechanical Packing Industries Pvt Ltd, Parsi Panchayal 
Road, Andhcri (East), Bombay-400069 —(Bombay—Maharashtra) 
—TFE/FEP/TEFZEL/PFA and other Fluorocarbon and Fluoro- 
polymcrs Insulated Cables and Wires 6,000 Core Kilometres — 
(NA) 

Transportation 

M/s Sankcy Wheels Ltd, Feeder Road, Durgapur-I, Dist 
Burdwan (WB) ~ (Durgapur—West Bengal)—Car, Truck, Jeep, 
Tractor, front wheels —4,60,000 Nos; Tractor rear wheels—60,000 
Nos; Bogies wheels —8,000 Nos; Earlhmover wheels—2,000 Nos; 
Total capacity after expansion- 5.30 lakh Nos—(SE) 

Industrial Machinery 

M/s Knitvel Needles Ltd, 81, P.N. Palayam Road, Ganapalhy, 
Coimbatore-641006 — (Dharmapuri -» Tamil Nadu) — Hosiery 
Needles of all types—10 million Nos- (NU) 

M/s Hindustan Lever Ltd, Hindustan Lever House, 165/166, 
Backbay Reclamation, Bombay-40 / '020— (Bombay--Maharashtra) 
—Stamping Machines, Extruding/Plodding Machines, Milling 
Machine (Plastic Materials), Weigh Belts, Cutting/Billctting 
Machines, Proportionating Pump- Total capacity 24 Nos—(NA) 
M/s Shrcc Lekha Engineering Co (Pvt) Ltd, J5A/17, East 
Patel Nagar, New Delhi-110008—(Visakhapatnam—Andhra 
Pradesh) -Paper Machine for Speciality Paper in small size up¬ 
to 50 tonnes per day—One plant per year -(NU) 

M/s Eastern Engineering Company, Jeevan Udyog (2nd 
Floor), 278, Dr D.N. Road, Fort, Bombay-400001—(Bangalore 
—Karnataka)—Take-up Machines—6 Nos; Draw Twisters—12 
Nos—(NU) 

M/s Batliboi & Co (P) Ltd, Apeejay House, 6th Floor, 
Bombay-400023—(Surat—Gujarat)—Water pollution control 
system and equipment for reclamation treatment and conserva¬ 
tion of industrial/public health engineering effluents—50 instal¬ 
lations—(NU) 

M/s Larsen & Toubro Ltd, Gulab Bhavan, 2nd Floor, 6, 
Bahadur Shah Zafar Marg, New Delhi—(Maharashtra)—Ultra 
pressure vessels, including multi-purpose vessels, and high 
pressure heaters—2500 tonnes (Within the overall sanctioned 
capacity of 5,000 tonnes per annum of nuclear purpose equip¬ 
ment)—(NA) 

M/s Mysore Kirloskar Ltd, PO Yantrapur, Harhar (Karna¬ 


taka)—(Chitradurga—Karnataka)—Cylindrical Roller Bearings, 
Angular contact ball bearings, taper roller bearings (upto 16* 
outside dia)—15,000 Nos—(NA) 

Machine Tools 

M/s Jay Engineering Works Ltd, 23, Kasturba Gandhi Marg, 
New Delhi-110001—(Hyderabad—Andhra Pradesh)—Press 
Tools—Rs 40 lakhs Dies & Moulds—Rs 40 lakhs Jigs& Fixtures 
—Rs 15 lakhs Special gauges including receiver gauges etc—Rs 5 
lakhs —(NA) 

M/s Engineering Projects (India) Ltd, Kailash, Kasturba 
Gandhi Marg, New Delhi-110001—(Delhi)—Re-heating and 
Heat Treatment Furnaces—Rs 3 crorcs—(NA) 

M/s The Mysore Kirloskar Ltd, PO Yantrapur-577602, 
Harihar (Karnataka)—(Chitradurga— Karnataka)—'Thread Rol¬ 
ling Machines—75 Nos—(NA) 

M/s Yukon India Ltd, 41-43, Lavelle Road (Behind Hotel 
Rama\ Bangalore-560091—(Bangalore—Karnataka)—Hydraulic 
Equipment such as Valves, Pumps, Hydraulic Motors, Cylinders, 
Power Units, Flow Controls, Check Valves, Fittings, Filter 
Strainer Tank Accumulators worth Rs 2 crores—(NLI) 
Miscellaneous Industries 

M/s Vidyut Metallics Private Ltd, Bombay-Agra Road, PO 
Wagle Industrial Estate, Thana-400604—(Thana—-Maharashtra) 
—Alloy and High speed steel Hacksaw Blades—72,00,000 Nos. 
-(NA) 

M/s P. Dalai & Company Pvt Ltd, 104, Kakad Chambers, 
132, Dr Annie Besant Road, Worli, Bombay-400018—(Poona— 
Maharashtra)-—Multigauging Fixtures—260 sets—(NU) 

M/s Indicarbh Alloys Ltd, 10, 12th Main Vasanthanagar, 
Bangalore-560052—(Dharmapuri —Tamilnadu)—Hard Metal and 
Hard Metal Products—50 tonnes; Hydrogen Gas (for captive 
consumption only)—3,50,000 Cubic Metres—(NU) 

Medical and Surgical Appliances 
M/s Ruettgers Surgicals Pvt Ltd, 6, Bode Chawl, Princess 
Street, Bombay-400002 — (Nasik — Maharashtra) — Surgical 
Detachable Scalpel Blades (Baid Parker Type) of different sizes 
and specifications—2 million Nos—(NU) 

Fertilisers 

M/s Madhuan Chemicals & Fertilisers Pvt Ltd, 111/112, Bapu 
Bazar, Udaipur — (Udaipur — Rajasthan) — NPK Granulated 
mixed Fertilisers—50,000 tonnes per annum—(COB) 

Chemicals (other than Fertilisers) 

M/s Industrial Oxygen Co Pvt Ltd, Majithia Industrial Estate, 
Sunderbaug Dcenar, Bombay-400088—(Belgaum—Karnataka)— 
Dissolycd Acetylene Gas—0.20 Cubic Metres (after expansion) 
—(SE) 

M/s Burroughs Welcome & Co (India) Pvt Ltd, 16, Bank 
Street, P.O. Box 290, Bombay-400023. (Maharashtra)—Pseudo 
Ephcdrine Hydrochloride-2 tonnes—(NA) 

'M/s BirlaJutc Mfg. Co Ltd, (Calcium Carbide Division), 
9/1, B.N. Mukhcrjee Road, Calcutta-1. (24-Parganas—West 
Bengal)—Calcium Carbide from 12,300 tonnes (existing) to 
15,500 tonnes (after expansion)—(SE) 

M/s Century Enka Ltd, ‘Bakhtawar’, Nariman Point, 
Bombay-400 021. (Dehra-Dun—UP)—Vinyl Acetate Mono- 
mer-5,000 tonnes—(NU) 
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Drags and Pharmaceuticals 

M/s Standard Pharmaceuticals Ltd, 24-Park Street, 
Calcutta-700016. (Hooghly-West Bengal)— Chorosol-165 tonnes 
within the existing capacity for formulation—(NA) 

M/s Sarabhai Chemicals Ltd, Wadi-Wadi, Baroda (Gujarat), 
(Baroda-Gujarat)—Teslac Tablets-10 lakh tablets (50 kgs.)— 
(NA) 

M/s Ranbaxy Laboratories Ltd, Okhla, New Delhi-110020. 
(Mohali-Punjab)—L-Dopa-2 tonnes—(NA) 

M/s German Remedies Ltd, Shiv Sagar Estate, ‘A’ Block, 
Dr Annie Besant Road, Worli, Bombay-400018. (Bombay- 
Maharashtra)—Trimethoprim-6 tonnes, (i) Supristol tablets 
each tablet contain: Trimethoprim 80 mg Sulfamoxole 400 mg— 
18 million tablets, (ii) Supristol Paediatric tablets, each tablet 
contain: Trimethoprim 20 mg Sulfamoxole 100 mg—2 million 
tablets (iii) Supristol Suspension 5 ml. contains: Trimethoprim 
40 mg sulfamoxole 200 mg—10,000 Litres—(NA) 

M/s Bengal Chemical & Pharmaceuticals Works Ltd, 6 
Ganesh Chander Avenue, Calcutta-700013. (Calcutta-West 
Bengal) — Dapsone-15 tonnes—(SF) 

Textiles 

M/s The Diamond Silk & Rayon Mills, 31, Silk House, 
Hamalwadi, Girgaum Road, Bombay-400002. (Ahmedabad— 
Gujarat)—Elastic Tapes-6 million metres—(NA) 

M/s Importex International, Sadhana Rayon House, Dadabhai 
Naoroji Road, Bombay-l. (Maharashtra)—Synthetic Yarn 
Knitted Fabrics-6 warp Knitting machines inclusive of two 
existing warp knitting machines and 2 circular knitting machines 
—(SE) 

M/s Shri Dinesh Mills Ltd, Padra Road, PO Box No. 65, 
Baroda (Gujarat) (Bare la—Gujarat)- Baroda-Gujarat Wool 
Tops (Combed top)-1.0 million Lbs- (NA) 

M/s Vijay Synthetic Plants Private Ltd, Ruly Mansion. 
Barrack Rd, Bombay -400002. (Maharashtra)—Art Silk 
Fabrics,-52 powerlooms (Acquired from M/s Dharampal Bros. 
Pvt Ltd, Bombay)-(COB) 

M/s Modella Textile Industries Pvt Ltd, 4-C, Vulram 
Insurance Bldg., Veer Nariman Road, Bombay-400029. (Bombay 
—Maharashtra)— (a) Woollen Worsted Yarn-1,200 spindles, (b) 
Woollen Worsted Fabrics-20 Power Looms (SE) 

Paper and Paper Products 

M/s Saraf Paper Mill, Saraf Bhavan, 24, Pusa Road, New 
Delhi-110005. (Bulandshahr—UP)—Kraft Paper, Writting & 
Printing Paper-7,000 tonnes—(NU) 

M/s Kolleru Papers Ltd, Marellavari Street, Bhima- 
varam-534201-(AP) (Krishna—Andhra Pradesh)—Writing and 
Printing Paper Manifold Kraft Wrapping and Speciality 
Paper-10,000 tonnes—(NU) 

M/s Hindustan Paper Corporation Ltd, ‘Vishal Bhavan*, 
95, Nehru Place, New Delhi-110024, (Kottayam—Kerala)— 
Newsprint-80,000 tonnes—(NU) 

M/s Poddar Enterprises, 109, Shaikh Memon Street, 2nd 
Floor* Bombay-2. (Thana-Maharashtra)—Duplex Paper 
Board-4,000 tonnes—(NU) 


Sugar 

M/s Hirinagar Sugar Mills Ltd, Harinagar (West Champa- 
ran) Bihar. (Champaran-Bihar)—Sugar-396 tonnes (existing) 
1,920 tonnes (after expn.) in terms of daily cane crushing 
capacity—(SE) 

M/s The Godavari Sugar Mills Ltd, Fazalbhoy Building, 
45-47, M.G. Road, Bombay-1. (Bijapur-Karnataka)—Sugar 
from 2,500 tonnes (existing) to 5,030 tonnes (after expansion) 
daily cane crushing capacity—(SE) 

M/s Shree Madhi Vibhag Khand Udyog Sahakari Mandli 
Ltd, Madhi Dist Surat (Gujarat) (Surat—Gujarat)—Sugar-1250 
tonnes (Addl) 2,500 tonnes (after expansion) in terms of daily 
cane crushing capacity—(SE) 

M/s Sayan Vibhag Sahakari Khand Udyog Mandli Ltd, 
Sayan, Dist Surat (Gujarat) (Surat-Gujarat)—Sugar 1250 tonnes 
of cane crushing capacity per day—(NU) 

M/s The Kisan Sahakari Chini Mills Ltd, Dikhauli, Dist 
Sultanpur (UP) (Sultanpur—UP)—Sugar-1250 tonnes of cane 
crushing capacity per day—(NU) 

M/s Madura Sugars Ltd, Pandiarajapuram-624209 Madurai 
Dist (Tamil Nadu) (Madurai—Tamilnadu)-Sugar-856 tonnes 
1100 tonnes (after expansion) in terms of daily cane crushing 
capacity (SE) 

M/s Jagatjit Sugar Mills Company Ltd, G.T Road, Phagwara, 
Dist Kapurthala (Punjab) (Kapurthala-Punjab)—Sugar-300 
tonnes (Add!) 1300 tonnes (after expn) in terms of daily cane 
crushing capacity 

M/s Swarup Vegetable Products Industries Ltd, Mansurpur, 
Dist Muzaffarnagar (UP)—(Muzaffumagar-UP) Sugar-600 
tonnes (Addl) 2,400 tonnes (after expn) in terms of daily cane 
crushing capacity—(SE) 

Fermentation Industries 

M/s West India Distilleries Pvt Ltd, No 10,1st Main Road, 
Gandhinagar, Bangalore-9. (Bel gaum-Kama taka)—Indian 
Made Foreign Liquors-1100 Bulk kiloiltres (on a provisional 
basis)—(COB) 

M/s Vinedale Distilleries (Pvt) Ltd, Nirmal, 3rd Floor, 
Nariman Point, Bombay-400 021. (Hyderabad-Andhra Pradesh) 
—Indian Made Foreign Liquors/Wine-128 bulk kilolitres— 
(COB) 

M/s India Sugars & Refineries Ltd, (Pampasar Distillery 
Division), Chitwadigi-583211, Bellary Dist (Karnataka) (Bellary- 
Karnataka)—Indian Made Foreign Liquors and Country 
Spirit-8180 bulk kilolitres—(COB) 

M/s The Mysore Sugar Company Ltd, Sri Jayachamaraja 
Wadiyar Road, PB No 6564, Bangalore-560 002. (Mandya- 
Karnataka)—Country Spirit (Arrack) and 1MEL-206 bulk 
kilolitres—(COB) 

M/s Ajudhia Distillery, Post Box No 3022, 1, Khan Market, 
New Delhi-110003. (Moradabad-UP)—Indian Made Foreign 
Liquors and Country Liquor-2959 bulk kilolitres—(COB) 

M/s Travancore Sugars & Chemicals Ltd, Valanjavattom, 
Tiruvalla-689104, Alleppey Dist (Kerala) (A1 leppy-Keraia)— 
Indian Made Foreign Liquors and Country Liquor*1600 bulk 
kilolitres—(COB) 

M/s Gemini Distilleries Pvt Ltd, 6/1, 3rd Cross, Ramaswamy 
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Layout, H Siddhlah Road, Bangalore-560027. (Bangalore- 
Karnataka)—Indian Made Foreign Liquors and Country Liquor 
(Arrack V9940 bulk kilolitres -(COB) 

M/s Ugar Sugar Works Ltd, PO Ugarkhurd, Dist Belgaum 
(Karnataka). (Belgaum-Karnataka)—Indian Made Foreign and 
Country Liquor-6282 bulk kilolitres—-(COB) 

Food Processing Industries 

M/s Konkan Fisheries Private Ltd, ‘Chowgule House’, 
Mormugao Harbour-403803 (Goa) (Junagadh-Gujarat)— 
Marine Products-1750 tonnes—(COB) 

Vegetable Oils and Vanaspathi 

M/s Advance Oils Private Ltd, Mandi No 1, Abohar-152 116. 
(Tehsil Fazilka-Punjab)—Cottonseed Oil-20,000 tonnes in 
terms of cottonseed—(NU) 

Rubber Goods 

M/s Madras Rubber Factory Ltd, 175/1, Anna Road, 
Madras-2. (Chinglcput-Tamil Nadu)—Rubberised Tank Tyre 
and Boggie Wheels-15,000 Nos—(NA) 

Ceramics 

M/s Bhilai Steel Plant, Bhilai (MP) (Bhilai—MP)—(i) Fine 
clay refractories-60,000 tonnes, (ii) Silica refractories-20,000 
tonnes, (iii) Basic refractories-30,000 tonnes—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Kishco Cutlery Ltd, Nirmal, 3rd Floor, Nariman Point, 
Bombay-400021. (Bombay-Maharashtra)—Stainless steel uten¬ 
sils, holloware and tableware—within the existing approved 
capacity—(NA) 

M/s Guest Keen Williams Ltd, 3A, Shakespeare Sarani, 
Calcutta-700016. (Bangalore-Karnataka)—Double Shank Elec¬ 
tric Rail Spike—15,00 000 Nos—(NA) 

M/s Brook Bond India Ltd, 9, Shakespeare Sarani, 
Calcutta-700 016. (Aurangabad-Maharashtra)—O.T.S. Cans— 
1170 tonnes (for captive use only)—(NA) 

M/s The Mysore Kirloskar Ltd, P.O. Yantrapur-577602, 
Harihar, (District Chitradurga) (Karnataka)—Machine tool 
grade castings—3,000 tonnes S.G. Iron Castings—1500 tonnes— 
(SE) 

Metallurgical Industries (Non-Ferrous) 

M/s Bharat Containers Pvt Ltd, Cecil Court Lansdowns 
Road, Apollo Bunder, Bombay-400039. (Ahmednagar-Maha- 
rashtra)—Aluminium Seamless Bottles and Rigid Containers of 
500 M.L. and above—17.6 million pieces equivalent to 2100 
tonnes—(NU) 

Electrical Equipment 

M/s Chloride India Ltd, Fxide House, 59 E, Chowringhee 
Road, Calcutta-700020. (Midnapur-West Bengal)—Automotive 
Batteries—4,50,000 Nos Heavy duty batteries—50,000 Nos— 
(NU) 

M/s Ralliwolf Ltd, Lai Bahadur Shastri Marg, Muland, 
Bombay 400080. (Hyderabad-Andhra Pradesh)—Universal 
Motors (AC/DC 1/50 HP to 1 j HP 24V to 240 V/250 V to 
1500 RPM)—12,000 Nos (to be achieved in 2 years time from 
the date of receipt of industrial licence Compound Wound D.C. 
Motors (£ HP to 1& HP, 24 to 240V, 1000 to 5000 RPM)—6,000 


Nos (to be achieved in two years, time from the date of receipt 
of industrial licence)—(NA) 

M/s Sanderson (Engineering) Private Ltd, 35, Malviya 
Avenue, Tiruvanmiyur, Madras-600041. (Madurai-Tamilnadu)— 
Mains Frequency Induction Melting Furnace and Medium 
Frequency (upto 10 KHz) Induction Heating Equipment—12 
Nos (combined capacity) (NU) 

M/s Larsen & Toubro Ltd, L&T House, Narottam Morarjee 
Marg, Ballard Estate, Bombay-400038. (Bombay-Maharashtra) 
—Moulded case air circuit breakers—20,000 Nos (after expan¬ 
sion)—(SE) 

M/s Karnataka Vidyut Karkhana Ltd, Post Box No 579, 
Mysore Road, Bangalore-26. (Bangalorc-Karnataka)—H.V. 
Oil Impregnated type Condensor Bushings from 72 to 420 KV 
range—750 Nos—(NA) 

M/s Punjab State Electronics Development and Production 
Corpn Ltd, 50/4A, Chandigarh. (Punjab)—Portable Battery 
Operated D.G. Defibrillator with memory Cardioscope—100 
Nos Trend Monitor—50 Nos E.C.G.—200 Nos Foetal Heart 
Detector—500 Nos Echoscope and Plaw Detector -50 Nos— 
(NU) 

M/s Punjab State Electronics Development and Production 
Corpn Ltd, 50/4A, Chandigarh. (Punjab)*Electronic Digital 
Balance—500 Nos Digital P.H. Meter/Recordcr and Controller 
—1000 Nos Digital Multimeter—1000 Nos I.C. Functional 
Tester—500 Nos—(NU) 

M/s Punjab State Electronics Development and Production 
Corpn Ltd, 50/4A, Chandigarh (Punjab)—Digital Power Meter 
—500 Nos Digital Line Voltage Meter—500 Nos Digital Phase 
Meter—500 Nos Digital Low Frequency Meter—500 Nos Digi¬ 
tal H.F. Counter—500 Nos Digital Temp/Pressure/Indicator/ 
Recorder—500 Nos—(NU) 

M/s Gujarat Communications & Electronics Ltd, Express 
Building, R.C. Dutt Road, Baroda-390005. (Baroda-Gujarat)— 
Instrument Landing System—5 systems—(NU) 

M/s Vijay Wires & Filaments (P) Ltd, 25,1 Main Cross, 
Jayamahal Extension, Bangalore-560006. (Mysore-Karnataka)— 
Tungsten Filaments—30 million Nos Tungsten wire—30 million 
meters Molybdenum wire—2,500 Kilograms—(NU) 

Dr S.N. Dhingra, C/o The Miniature Bulb Industries (Pvt) 
Ltd, 131, Kanwali Road, Dehra Dun (UP) (Uttar Pradesh)— 
Tungsten Filaments—45 million Nos—(NU) 

Telecommunicatioiis 

M/s Gujarat Communication & Electronics Ltd, Express 
Building, R.C. Dutt Road, Baroda-390005. (Baroda-Gujarat)— 
Telephone Instruments—2,00,000 Nos—(NU) 

Transportation 

M/s The Binani Metal Works Ltd, 103/24/1, Foreshore 
Road, Sibpur, Howrah-711101. (Midnapore-West Bengal)— 
Marine Propellers—600 tonnes—(NA) 

M/s Tiger Locks Ltd, 119, Ansal Bhavan, 16, Kasturba 
Gandhi Marg, New Delhi. (Gurgaon-Haryana)—Hydraulic 
Jacks (1 tonne to 50 tonnes capacity)—50,000 pcs—(NA) 

M/s International Instruments (Pvt) Ltd, 140, Hosur Road, 
Banga lore-560034. (Bangalore-Karnataka)—Tachographs 
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(including New Model Tachographs)—15,000 Nos (existing)— 
25,000 Nos (after expansion)—(SE) 

M/s Bridge Roof &Co (India) Ltd, 427/1, Grand Trunk 
Road, Howrah-1 (West Bengal). (Howrah-West Bengal)—Marine 
Freight Containers—5,000 Nos—(NA) 

Industrial Machinery 

M/s Lohia Machines Private Ltd, 73-A, Fazalganj, Kanpur 
(UP) (Kanpur-UP)—Socks knitting Machines—100 Nos—(NA) 
M/s Gherzi Eastern Ltd, Naville House, Graham Road, 
Ballard Estate, Bombay-400 038, (Maharashtra)—Machinery 
for ceramic industry—worth Rs 400 lakhs— (NU) 

M/s Asha Industries, 21, Dalai Street, Share Bazar, 
Bombay-400 023. (Bhavnagar-Gujarat)—Labotex device to con¬ 
vert shuttle looms to shuttlelcss—2,500 sets Weft Salector 
Device—2,500 sets—(NU) 

M/s Star Textiles Engg Works Ltd, Dhanraj Mahal, Chhatra- 
pati Shivaji Maharaj Marg, Bombay-400039. (Baroda-Gujarat) — 
Lapfermers (Silver drawing winder—30 units Combers—120 
units. Accessories for above (Reneedling and restoring equip¬ 
ments etc 30 sets—(NU) 

M/$ The Nizam Sugar Factory Ltd, Fatchmaidan Road, 
Hyderabad-500004 (AP) (Andhra Pradesh)—Boiling Hou c 
Machinery for Sugar Factory—1,000 tonnes (after expension) 
-(SE) 

M/s Triveni Engineering Works Ltd, 1107, Ansal Bhavan, 
16, Kasturba Gandhi Marg, New Delhi. (Bangalore* Karnataka) 
—Positive Displacement Pums—720 Nos Massecuite Pumps— 
60 Nos Blending Systems—20 Nos—(NA) 

Shri M.B. Bhukhanvala, C/o M/s Bhukhanvala & Sons, 
Medows Mouse, Mcdow Si, Bombay 400023. (Maharashtra)— 
Super hard materials, such as, single crystal diamonds, cubic 
boron nitride, polycrystalline sintered diamonds and tungsten 
carbide diamonds—9,60,000 carats—(NU) 

Machine Tools 

M/s Greaves Cotton & Company Ltd, 1, Dr V.B. Gandhi 
Marg, Fort, Bombay-400 023. (Nasik-Maharashtra)— Electro 
magnetic multidisc clutches and Brakes—4,000 pcs -(NA) 

M/s Hindustan Machine Tools Ltd, 36, Cunningham Road, 
Bangalore-560052. (Bangalore-Karnataka)— Sliding Headstcck 
Automatic Lathes—23 Nos Machines (existing annual capacity) 
—73 Nos Machines (after expansion)—(SE) 

M/s Ghatge Pa til Industries Limited, PO Uchagaon, Distt 
Kolhapur. (Kolhapur-Maharashtra)—Electromagnatic Clutches 
—6,000 Nos Valve Actuators- 1,500 Nos (NA) 

Earth-Moving Machinery 

M/s Ghatge Patil Industries Ltd, PO Uchagaon, Distt. 
Kolhapur (Maharashtra) (Kolhapur-Maharashtra)—Fluid 
Couplings in the range: Below 50 HP—500 Nos 50-300 HP-- 
1750 Nos above 300 HP—250 Nos Total: 2500 Nos-(NA) 

M/s Usha Atlas Hydraulic Equipment Ltd, 14, Princep 
Street, Calcutta-700 013. (24-Pargana-West Bengal)—Multi-pur¬ 
pose hydraulic Material Handling equipment (capacity-upto 
1 cubic yard)—300 Nos—(NA) 

Miscellaneous Industries 

M/s Mechanical Packing Industries Pvt Ltd, Parsi Pancha- 
yat Road, Andheri (East), Bombay-400069. (Bombay-Maha¬ 


rashtra)—Products of Fluoropolymcrs Fluorocarbone-PTFR/ 
TFE/FEP/CTFE/PFA/ETFF—50 metric tonnes (after expan¬ 
sion)—(SE) 

Shri I P. Anand 16-Nizamuddin East, New Delhi. (Solan- 
Himachal Pradesh)—LDPE (Low Density Polyethylene) Wide 
Width Film suitable for Canal Lining, Grain Storage and other 
industrial applications - 3,000 tonnes - (NU) 

M/s Hindustan Machine Tools Ltd, 36, Cunningham Road, 
Bangalore-560052. (Srinagar-J&R)—Vernier Instruments, Ver¬ 
nier Calipers, Vernier Height Gauge, Vernier Depth Gauge, 
Universal Beval Protractor 10,500 Nos Micrometers: Standard 
Micrometers, FJaroe Micrometers, Thread Micrometers, Dial 
Micrometers 8,000 Nos Internal Micrometers—400 sets Micro¬ 
meter Depth Gauge - 500 Nos, Dial Indicators (Lever type & 
Plunge type)—10,000 Nos, Dial Comparators—500 Nos, Dial 
Instruments: Dial Bore Gauge, Dial Snap Gauge 600 Nos— 
(NA) 

Office and Household Equipment 

M/s Singer-TVS Ltd, ‘TVS Building’ West Veli Street, 
Madurai-625001. (Madurai-Tamil Nadu)—Sewing Machine 
Needles—350 lakh Nos (after expansion) ~(SE) 

Industrial Instruments 

M/s National Instruments Ltd, 1/1, Raja Subodh Chandra 
Mullick Road, Calcutta-700 032. (Calcutta-West Bengal)— 
Domestic gas meters—20,000 Nos (NA) 

Chemicals (other than Fertilisers) 

M/s Industrial Promotion and Investment Corporation of 
Orissa Ltd, (A Government of Orissa Undertaking), 3-A, Salya- 
nagar, Bhubaneswar-751007. (Mayurbhanj-Orissa)—Maleic 
Anhydride—3,000 tonnes—(NU) 

M/s Haryana State Industrial Development Corporation 
Ltd, S.C.O. 4-5 Sector 17-A, Chandigarh-160017 (Haryana). 
(Mohindergarh-Haryana)—Elemental Phosphorous—2,500 

tonnes—(NU) 

M/s Hindustan Lever Ltd, 165/166, Backbay Reclamation, 
Bombay 400 020. (Bombay-Maharashtra)—Linalool—50 tonnes 
(after expansion)—(SE) 

M/s Hindustan Organic Chemicals Ltd, PO Rasayani, Dist 
Kolaba (Maharashtra) (Kolaba-Maharashtra)- Concentrated 
Nitric Acid—20,000 tonnes—(NA) 

M/s Indian Plastics Ltd, Poisar Bridge, Kandivli, 
Bombay 400067. (Bombay-Maharashtra)—Urea Formaldehyde 
Moulding powder—300 tonnes (after expansion). Melammi 
Formaldehyde Moulding Powder—100 tonnes (after expansion) 
—(SE) 

M/s Sudarshan Chemical Industries Ltd, 162, Welleslyey Road, 
Poona-4J 1001 (Maharashtra) (Colaba-Maharashtra)—Ketne— 
2,500 tonnes, Dikctenc—1,000 tonnes, Acetic Anhydride-600 
tonnes—(NA) 

Shri Basisth Narayan Chou bey, M 3/1, Srikrishnapuri, 
Patna (Bihar) (Vaisali-Bihar) Oxygen Gas—1.00 million cu. 
metres. Dissolved Acetylene Gas—0.20 million cu. metres— 
(NV) 

M/s Hindustan Insecticides Ltd, Hans Bhavan (G. Floor, 
Wing I), Bahadurshah Zafar Marg, New Delhi-110002 (Colaba- 
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Maharashtra)—DDT (Technical)—5,000 tonnes DDT 50 per 
cent WDP Formulation—10,000 tonnes—(SE) 

M/s Panyan Cements and Mineral Industries Ltd, Cement 
Nagar PC, Kurnool Distt (AP) (Nellore-Andhra Pradesh)— 
Chemical Lime—20,000 tonnes. Hydrated Lime—10,000 tonnes. 
Milk of Lime—10,000 tonnes. Precipitated Calcium Carbonate— 
10,000 tonnes—(NA) 

M/s UP State Industrial Development Corpn. Ltd, 117/130, 
Sarvodaya Nagar, Post Box No 413, Kanpur (UP) (Backward 
Dist—UP)—Maleic Anhydride—3,000 tonnes—(NU) 

M/s Indian Aluminium Co Ltd, 1, Middleton Street, Cal¬ 
cutta-700071 Midnapur—West Bengal)—Caustic Soda—13,000 
tonnes (including fusion capacity upto 25 per cent—(NA) 

M/s Hind Construction and Engg Co Ltd, 9 Brabournc Road, 
Calcutta-700001 (Raipur-Madhya Pradesh)—Fatty Acid—10,000 
tonnes, Glycerine—1,000 tonnes—(NU) 

M/s Andhra Sugars Ltd, Venkatarayapuram, Tanuku-534211 
(West Godavari—AP)—Potassium Hydroxide (Caustic Potash)— 
5,000 tonnes—(NA) 

Shri Bipinbhai P. Sheth, Ghcekanta Wadi, Ahmcdabad- 
380001 (Mehsana-Gujarat)—Filter Aid and Perlite Products— 
10,000 tonnes—(NU) 

M/s Swastik Rubber Products Ltd, Swastik House, Khadki, 
Pune-411003 (Poona-Maharashtra)—Bullet Proof and Crash 
Helmets—1,50,000 Nos—(NA) 

M/s Southern Gas Ltd, ‘Levedale* Church Landing Road, 
Ernakulam, Cochin-16 (Bhdravati-Karnataka)—Oxygen Gas—1 
million cu. metres, Dissolved Acetylene Gas—0.20 million cu. 
metres, Nitrogen Gas 0.50 million cu.—(NU) 

Dye-stuffs 

M/s Rathi Dye-Chem Private Ltd, 27, Shankarshet Road, 
Poona-411009 (Colaba-Maharashtra)—Disperse Dyes—65 Metric 
tonnes—(NU) 

Shri Gopal Bajoria, 6, Ganesh Colony, BhairavPath, Jaipur- 
302004 (Rajasthan) (Backward Dist—WB)—Diethylanni line—200 
tonnes, Dimethyl Anniline—200 tonnes, P-Phenylenediominc— 
100 tonnes, P-Anisdine—75 tonnes, O-Nitroaniline—100 tonnes, 
4-Chlor-0-Nitroaniline—100 tonnes, O-Chlora-aniline—75 ton¬ 
nes, M-Chloreaniline—75 tonnes—(NU) 

M/s Catalyst (India) Ltd, Chinai Building, 79, Masjid 
Bunder Road, Bombay-400003 (Maharashtra)—Cationic Dyes 
for Acrylic Fibre—150 tonnes—(NA) 

Drugs and Pharmaceuticals 

Shri Suresh Vora, 2nd Floor, Churchgate Chambers, 5, 
New Marine Lines, Bombay (Maharashtra)—Salicylic Acid BP- 
400 tonnes, Acetyl Salicylic Acid (Aspirin)—300 tonnes—(NU) 

M/s The Atul Products Ltd, PO Atul (W Rlys) Dist 
Bulsar-396020 (Gujarat) (Bulsar-Gujarat)—Chloro Iodo Hydroxy 
Quinoline—170 tonnes (after expansion)—(SE) 

M/s Orient Pharma Private Ltd, Old Trunk Road, Palla- 
varam, Madras-600043 (Chingleput-Tamil Nadu)—Valethamate 
Bromide (bulk drug)—3000 K. Grams—(NA) 

M/s Sirohi Enterprises Private Ltd, 121, Ratanpole, Ahmeda- 


bad-1 ((jujarat) (Ankleshwar-Gujarat)—8-Hydroxy Quinoline— 
35 tonnes—(NU) 

M/s Sunil Synchem Ltd, 909, Ansal Bhavan, 16, Kasturba 
Gandhi Marg, New Delhi-110001 (Alwar-Rajasthan)—Hardshell 
Empty Gelatine Capsules—600 million capsules (existing)—800 
million capsules (after expansion)—(SE) 

M/s Bhartiya Agro-Industries Foundation, Uruli-Kanchan, 
Poona (Maharashtra) (Poona-Maharashtra)—Foot and Mouth 
Disease Vaccine—8.2 million quadrivalent doses (after expan¬ 
sion)—(SE) 

M/s Searle (India) Ltd, Ralli House, 21, Reveline Street, 
Bombay-400 001 (Thana-Maharashtra) Gama Benzene Hexach- 
loridc—1 tonne—(NA) 

M/s Nerurkar and Associates, 46-B, Narayan Baug, Indore 
(MP)—(Dewas-Madhya Pradesh)—Hydroxy-7-Chlore-Quinoline 
—36 tonnes, 1-Diethyl-Amino-4-Ammo Pentane (Novoldiamine) 
—36 tonnes, Chloroquine Sulphate —10 tonnes, Metronidazole 
and its easters—12 tonnes—(NU) 

Shri Vegunta Rama Mohana Rao, Q. No 97, SBI Staff 
Colony, New Bakaram, Hyderabad-500048 (Medak-Andhra 
Pradesh)—A. Bulk Drugs, Parahydroxy benzoic acid and its cor¬ 
responding esters—30 tonnes, Metronidazole—18 tonnes, Sodium 
Pare-amino Salicylate-80 tonnes, Glibenclamide—0.060 tonnes, 
B. Formulations : Paracetamol Tablets—36 lakh Nos, Biethyl 
Carbomazine Citrate Tablets Ointment—24 lakh Nos, Antisca- 
bics (Ointment tubes containing Benzyl Benzoate, Benzocaine 
and DDT)—0.96 lakh Nos - (NU) 

Shri G.K. Somani, 21-B, Meher Apartments, Altamount 
Road, Bombay-400026 (Aurangabad-Maharashtra)—Empty 
Hard Gelatine Capsules —200 million capsules (NU) 

Textiles 

M/s Panna Knitting Industries, Mahidharpura, Gundi Sheri, 
(Surat-Gujarat)—Art Silk and Synthetic Fabrics—By installa¬ 
tion of 4 additional warp knitting machines—(SE) 

M/s Kareemsons Pvt Ltd, Ramanegaram-571311, Bangalore 
Dist (Karnataka) (Ramanagaram-Karnataka)—Silk Tops—150 
lakh Kg—(NU) 

Shri C.B. Gupta, C/o M/s Sunil Metal Industries, (Garments 
Division), A/4, Ravidarshan, Carter Road, Bhandara Bombay- 
400050 (Kandla Free Trade Zone-Gujarat)—Readymade gar¬ 
ments—15 lakhs units per shift—(NU) 

Paper and Paper Products 

Shri B.D. Somani, Shreeniwas House, Hazarmul Somani 
Marg, Bombay-400001 (Lakhimpur Kheri—UP)—Newsprint— 
25,000 tonnes, Magazine grade light coated paper—25000 ton¬ 
nes—(NU) 

Fermentation Industries 

M/s Echjay Overseas Trades, 19, Raj Mahal, 4th Floor, 84, 
Veer Nariman Road, Bombay-400 020 (Karnataka)—Furfuryl 
Alcohol—2,000 tonnes, Furfural—3,000 tonnes, Acetic Acid (By 
Product)—1,800 tonnes—(NU) 

Food Processing Industries 

M/s Raptakos, Brett and Co Ltd, 47, Dr Annie Besant Road, 
Worli, Bombay-400025 (Bihraich—UP) Whole Milk Powder— 
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1000 tonnes, Skim Milk Powder—500 tonnes. Infant Milk 
Food—1500 tonnes. Ghee (Bye-product)—1250 tonnes—(NU) 

M/s WIMCO Ltd, Indian Mercantile Chambers, Nicol Road, 
Ballard Estate, Bombay-400 038 (Goa, Daman and Diu) Canned 
meat and minced meat products—13,500 tonnes, By-Products : 
(a) Tallow—2,000, tonnes (b) Blood/Bone/Meat Meal (including 
pet foods and extracts)—4,500 tonnes (c) Hides—3,000 tonnes, 
(d) Casings—500 tonnes (NA) 

Vegetable Oils and Vanaspathi 

M/s Punjab State Industrial Dev Corpn Ltd, SCO 54-56, 
Sector-17A, Chandigarh (Bhatinda-Punjab) Cotton Seed Oil,— 
40,000 tonnes in terms of seeds —(NU) 

M/s General Foods Private Ltd, 150, Jaora Compound, 
Indore (MP) (lndore-Madhya Pradesh) Cotton Seed Oil/Minor 
Oil and Seed Oils—30,000 tonnes in terms of seeds (NA) 

M/s Vijay Durga Cotton Trading Ltd, Bypass Road, Guntur- 
522003 (AP) (Guntur-Andhra Pradesh) Cotton Seed Oil—20,000 
tonnes in terms of cottonseed (existing).—35,000 tonnes in terms 
of cotton seed (after expansion)—(SE) 

Shri B.V. Anand, Chandramoulipuram Colony I, Vijayawada 
(AP) (Backward Area—AP)—Castor Oil—9,000 tonnes, Refined 
Castor Oil—1,350 tonnes, Dehydrated Caster Oil—2,550— tonnes 
Hydrogenated Castor Oil—1,425 tonnes, Sulphonated Castor 
Oil - 300 tonnes, Sebasic Acid—600 tonnes, Capryl Alcohol—550 
tonnes—(NU) 

Soaps, Cosmetics and Toilet Preparations 

Shri V.C. Burman, 43-A, Prithviraj Road, New Delhi (Sahi- 
babad-UP)—Assorted Hair Cosmetics—5,79,000 litres/kgs— 
(NU) 

Leather, Leather Goods and Pickers 

M/s Delta Paper Industries Limited, 2nd Floor, 15 India 
Exchange Place, Calcutta-700001 (Calcutta-West Bengal)—Fini¬ 
shed leather from semi-finished skins—9 lakh pcs. Shoe 
Uppers—3 lakh pairs—(NU) 

M/s Gordon Woodroffe & Co. (Madras) Ltd, Gordon 
Woodroffe Leather Manufacturing Division, 1/21, North Beach 
Road, Madras-600001 (Chingleput-Tamil Nadu)—Chrome 
Tanned Upper Leather, Other types of Leather; Upholstry 
Leather etc—2,40,000 Nos (existing)—4,80,000 Nos (after ex¬ 
pansion)—Chrome Tanned Goat Skins, all types—6,00,000 
Nos (existing)—12,00,000 Nos (after expansion) (SE) 

Glue and Gelatin 

M/s WIMCO Ltd, Indian Mercantile Chambers, Nicol 
Road, Ballard Estate, Bombay-400 038 (Kota-Rajasthan). 
Ossein—3,000 tonnes. By-Product Di-calcium phosphate—6,000 
tonnes (NU) 

Ceramics 

M/s Bihar State Industrial Development Corpn Ltd, Bandar 
Bagicha, Patna-1 (Bihar) (Ranchi-Bihar) - Sanitaryware—6,000 
tonnes (NU) 

M/s Modern Tiles & Marble, 16, Sunlight Building, Asaf 
Ali Road, New Delhi (Kandla Free Trade Zone) —Gujarat)— 


Terrazo tiles. Chequered tiles, Heavy duty tiles, Oxychloride 
flooring composition—3 million pieces (NU) 

Industrial Machinery 

M/s Khusiram Tarachand Private Ltd, Broach Street, Dana 
Bunder, Bombay (Kandla Free Trade Zone Gujarat)—Track . 
maintenance machinery and equipment—9 Nos (NU) 

Changes in Names (Owners or Undetakings) 

(Information pertains to particular licences only) 

From M/s Raibareli Flour Mills to M/s Raibareli Flour 
Mills Private Ltd. 

From M/s Tamil Nadu Industrial Development Corpn 
Ltd, Madras to M/s Tamil Nadu Cements Corpn Ltd, Ariyalur. 

From M/s Rajgangpur Engg Works to M/s Hari Yantra 
Udyog. 

From Mysore Commercial Union Ltd to Mysore Plywoods 
Ltd. 

From M/s Wester India Match Company Ltd to M/s 
WIMCO Limited. 

From M/s Steel Containers Limited to M/s Balmer Lawrie 
Company Limited. 

From M/s National Steel & General Mills, Ghaziabad to 
M/s National Steel & General Mills (P) Ltd. 

From M/s West Bengal Electronics Industry Development 
Corpn Ltd, 225-E, Acharya Jagdish Chandra Bose Road, 
Calcutta-700020 to M/s Webel Electro Ceramics Ltd. 

From Shri KK Bhargava, C/o M/s Metal Stampings & 
Mouldings Pvt Ltd, Yediur, Bangalore-560011 to M/s Mystro- 
nics Private Ltd, Bangalore. 

From M/s British Physical Laboratories India Private Ltd. 
to M/s Power Systems & Projects Pvt Ltd 

From M/s Jairamdas Udyog Pvt Ltd to M/s Jairanidas 
Udyog Limited. 

From M/s Kaveri Structural to M/s Kaveri Engg Indust¬ 
ries Pvt Limited. 

From M/s Jindal Pipes (Pvt) Ltd, Liluah, Howrah to M/s 
Shree Raghunath Inds. 

Licences Revoked, Conceded or Surrendered 

(Information pertains to particular licences only) 

M/s Kirloskar Oil Engines Ltd, Poona (Maharashtra)— 
Road Rollers (Revoked) 

M/s Hindustan Development Corpn, Calcutta -Vanaspati 
(Revoked) 

M/s [Northern India Batteries Ltd, New Delhi—Storage 
Batteries (Revoked) 

M/s Rajhans Steel Ltd, Calcutta—Mild Steel Ingots (Revoked) 

M/s Arat Electro Chemicals Private Ltd, Ahmedabad 
Hydrogen Peroxide (Lapsed) 

M/s Modi Spg & Wvg Mills Co Ltd, Modinagar—Portland 
Cement (Revoked) 

M/s Wood Polymer Ltd, New Delhi—Chip Board 
(Cancelled) 
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M/s Pearcy Lai & Sons (East Punjab) Ltd, New Delhi—Cut¬ 
ting Edges and Blades for Earthmoving equipment (Cancelled) 
M/s Usha Martin Black (Wire Ropes) Ltd, Calcutta- 
Various types of control cables for automobiles (Cancelled) 

M/s Swastik Metal Inds, Bombay MS Bolts & Nuts 
(Revoked) 

M/s Indian Tool Manufacturers Limited, Bombay—Forged 
Hand Tools (Cancelled) 

Shri N.R. Nair, Scientist, ECP Unit, National Physical Labo- 
ratoay, New Delhi - Ferrites (Revoked) 

Letters of Intent Conceded, Lapsed or 
Surrendered 

(Information pertains to particular Letters of Intent only) 

M/s Anik industries, B-86, Greater Kai lash'(Haryana)— 
Shoddy Yarn (Cancelled) 

Miss C.A. Laxmi, Door No. 27-33-13, Gudavalliveri St. 
Governorpet, Vijayawada (Andhra Pradesh)—Industrial Gases 
(Lapsed) 

M/s Delhi Cloth & Genl Mills Co Ltd, Najafgarh Road, 
PO Box No 6219, New Delhi (Delhi)—Sodium Tripolyphos¬ 
phate (Lapsed) 

M/s Tamil Nadu Indl Dev Corpn Ltd, 150-A, Anna Salai, 
Madras (Tamil Nadu) - Scooters (Lapsed) 

M/s Electrical Control Apparatus (P) Ltd, 5/1, First St, 
Abiramapuram, Madras (Tamil Nadu)—Lightening Arrestors 
and Voltage Dependent Resistors (Lapsed) 

M/s Modipon Ltd, iv'odinagar, (J&K)—HWM Viscose fibre 
(Lapsed) 

M/s United Electrical Industries Ltd, Pallimukku, PB 87, 
Quilon, (Kerala)—SCRs & SRs (Lapsed) 

M/s Electronics Equipment Co, Amin Estate, Sonawala Cross 
Road, Goregaon Fast, Bombay (Maharashtra)-Equipments 
for semiconductor devices (Lapsed) 

M/s Anna Aluminium Co, Kizhakkambalam PO, Alwaye 
(Kerala)—(Kerala)—Aluminium strips, sheets circles, rods, foils 
(Lapsed) 

M/s Trace Carbide Ltd, 77-1, A, Park Street, Calcutta 
(West Bengal)—Acetylene Black (Lapsed) 

M/s Aluminium Cables & Conductors (UP) Ltd, 2-A. 
Shakespeare Sarani, Calcutta (Madhya Pradesh/Goa) - Alumi¬ 
nium sheets/coils (Lapsed) 

M/s Andhra Pradesh Indl. Dev Corpn Ltd, B-l-174, Fateh 
Maidan Road, P.B. No 13, Hyderabad (Andhra Pradesh)— 
Printing Machinery (Lapsed) 

M/s Associated Bearings Company Ltd, Mahatma Gandhi 
Memorial Bldg, Netaji Subhas Road, Bombay (Maharashtra) 
Forged Hand Tools (Cancelled) 

M/s Kishore Engg Co, 32, Veer Nariman Road, Fort 
Bombay (Maharashtra) Crimping Machine (Lapsed) 

M/s Zenith Steel Pipes & Inds. Ltd Moti Mahal 195, 
Churchgate, Reclamation, Bombay (Gujarat)—Calcium Carbide 
(Cancelled) 


M/s Bombay Oxygen Corpn Ltd, 5 Convent Street, Colaba, 
Bombay (Maharashtra)—Oxygen Gas (Lapsed) 

M/s Indian Metals & Ferro Alloys Ltd, P.O. Rasulgarh, 
Bhubneshwar (Orissa)—Calcium Carbide (Lapsed) 

M/s Emson Woollen Mills (P) Ltd, B-86, Greater Kailash, 
New Delhi (Haryana)—Worsted Yarn (Cancelled) 

M/s Modipon Ltd, Modinagar, Uttar Pradesh (J & K)— 
Rayon Grade wood pulp and multi grade wood pulp (Lapsed) 
M/s Ranbir Chemical Inds (P) Ltd, Distt Kharar, (Punjab)— 
Oxygen Gas (Lapsed) 

M/s J, Mahabeer & Co, Pvt Ltd, 3620-21 Netaji Subhas 
Marg, Delhi (Haryana)—Paper Machinery (Cancelled) 

M/s Kerala State Indl Dev Corpn Ltd PB No. 105, Trivan¬ 
drum. (Kerala)—Cigarettes (Lapsed) 

M/s West Bengal Indl Dev Corpn Ltd, 23A, Netaji Subhash 
Road, P Box No. 649, Calcutta (West Bengal)—Cigarettes 
(Lapsed) 

M/s Delhi Cloth & Genl Mills Co Ltd , Najafgarh Road, 
POBox No 6219, New Delhi (Delhi)—Sodium Tripolyphos¬ 
phate etc. (Lapsed) 

M/s Richardson & Crudas Ltd, First Line Beach, Madras 
(Tamil Nadu)—Refrigeration compressors (Lapsed) 

M/s Pandit Kanhaya Lai Punj, Punj House, M-13, Con¬ 
naught Circus, N. Delhi (Delhi) —Evaporators (Lapsed) 

M/s Frick India Ltd, Jeevan Vihar, Parliament Street, 
New Delhi (Haryana)—Steamjet Vacuum Refrigerators etc. 
(Lapsed) 

Sh Hiralal Goyal, 5, Mall Road, Opp. Sutlej Club, Ludhiana 
(Punjab)—Wrenches, pliers etc (Lapsed) 

M/s Cynamid India Ltd, Nyloc House, 254-D, 2 Annie 
Besant Road, PO Box 9109, Bombay (Gujarat)—Paddigard 
(Lapsed) 

M/s Barium Chemicals Ltd, Ramavaran PO (Distt. Kham- 
mam) Bhadrachalam Rd, Rly Station, (AP) (Andhra Pradesh) 
—Barium Salts (Lapsed) 

The Mag Dir UP State Ind Dev Corpn Ltd, 117/130 Sarvo- 
daya Nagar, PB No 413, Kanpur, (Uttar Pradesh)—Carbon 
Black (Cancelled) 

M/s Lakshmi Machine Works Ltd, Perianaickempalayam 
GRK Vidyalaya, PO Coimbatore (Madras—Tamil Nadu)— 
Precision Cone/Pine Apple Cone Winders (Cancelled) 

M/s M.D. Mambiar, Dir M/s Dynamic Electronics (I) Pvt Ltd 
171, Cambride Road, Layout, Bangalore-560008 (Karnataka)— 
HT PowerCapacitors upto 33 KV etc. (Lapsed) 

M/s Shamsher Singh, 16, Aurangzeb Road, New Delhi 
(Uttar Pradesh) Domestic Refrigerators etc. (Lapsed) 

M/s Sylvania & Laxman Ltd 68/2, Najafgarh Road, New 
Dglhi (Uttar Pradesh)—Lamp Metal Caps (Lapsed) 

M/s Anglo French Drug Co (Eastern) Ltd, 28, Tardeo 
Road, Bombay (Maharashtra)- Amylobarbitone Sodium tablets 
etc. (Lapsed) 

M/s Saru Smelting Pvt Ltd, Saru Nagar, Sardhana Road, 
Meerut (UP)—Electroplating Annodes (Lapsed) 
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Finance of larges public RECORDS 

limited companies AND 

STATISTICS 


A sharp decline of 12 to 14 creased from Rs 8,477 crorcs 
per cent in the growth rates of in 1974-75 to Rs 9,520 crores 
total income, value of produc- in 1975-76, total expenditure 
tion and sales, from the peak (including interest payments) 
growth rates of 27 to 30 per rose by a larger margin, from 
cent of the previous year, Rs 7,702 crores to Rs 8,878 
characterised the financial per- crores and, as a result, operat- 
formanceof 385 large public ing profits at Rs 641 crores 
limited companies (each with a were lower by Rs 134 crores 
paid-up capital of Rs 1 crore as compared with the previous 
or above) during the year year. Raw materials, com- 
1975-76. The gross and net ponents, etc., contributed 
capital formation rates also almost half of the rise of 


Dividends) Amendment Act, and the hike in dividend distri- 
1975. Some of the loss-making bution made their impact on 
companies had also declared retained profits which, at 
dividends amounting to Rs 2 Rs 162 crores in 1975-76, were 
crores in the aggregate, taking Rs 131 crores less than in the 
advantage of this enactment, previous year. 

Of the total dividends declared. The profitability ratios (viz, 
Rs 32 crores, or almost one- gross profits in relation to sales, 
fifth, represented the deferred gross profits in relation to total 
portion. net assets and profits after tax 

The fall in after-tax profits in relation to net worth) of the 

385 Large Public Limited Companies 


declined from 16 per cent and 
19 per cent in 1974-75 to 9 per 
cent and 8 per cant, respec¬ 
tively, in 1975-76. This, 
however, was on account of the 
slackening in the tempo of 
inventory build-up. Fixed 
assets formation rates (gross 
and net) at around 10 per cent 
were, in fact, marginally higher 
than in 1974-75. These are 
highlighted in a study prepared 
by the Division of Company 
Finances of the Department of 
Statistics, Reserve Bank of 
India. 

r Increased Sales 

With the rate of growth in 
sales outpacing that in value of 
production, albeit by a small 
margin, there was a substantial 
fall in the rate of accumulation 
of finished goods and work- 
in-progress during 1975-76. 
Coupled with this, there was a 
drawing down of the stocks of 
raw materials, components, 
etc., and the overall growth in 
inventory during 1975-76 was 
only seven per cent, as against 
a phenomenal 31 per cent in the 

, previous year. 

1 *. 

While total income (exclud- 

> ing non-operating surplus) in- 


Rs 1,176 crores in total expen¬ 
diture. Power and fuel, stores 
and spares, salaries, wages and 
bonus and the catch-all item 
‘other expenses’ were the other 
prominent items which contri¬ 
buted substantially to the in¬ 
crease in total expenditure. 

Operating Profits 

An increase of Rs 25 crores 
in non-operating surplus off¬ 
setting to some extent the 
decline in operating profits, the 
pre-tax profits in 1975-76 were 
lower at Rs 700 crores against 
Rs 808 crores. This steep drop 
was almost fully reflected in the 
after-tax profits of 1975-76, tax 
provision having been pruned 
by only Rs 11 crores. In the 
result, the after-tax profits, 
which increased by 41 per cent 
to Rs 419 crores in 1974-75 
declined by 23 per cent to 
Rs 321 crores in 1975-76. 

Despite the decrease of Rs 98 
crores in after-tax profits, the 
companies jacked up the 
dividends by Rs 34 crores to 
Rs 159 crores in 1975-76, 
thanks to the relaxation of 
restrictions on dividends m 
terms of the Companies 
(Temporary Restrictions on 


1974-75 1975-76 


Amount Annual Amount Annual 
(Rs growth (Rs growth 


crores) 

rate % 

crores) 

rate % 

Value of production 

8,330 

30.0 

9,334 

12.1 

Sales@ 

8,018 

27.1 

9,143 

14.0 

Gross profits 

1,019 

38.0 

954 

—6.4 

Operating profits 

776 

39.3 

641 

—17.3 

Profits before tax 

808 

42.3 

700 

—13.4 

Profits after tax 

419 

41.4 

321 

—23.4 

Dividends 

125 

—2.0 

J59 

26.8 

Profits retained 

294 

74.4 

162 

—44.8 

Gross fixed assets 

5,519 

10.2 

6,105 

10.3 

Net fixed assets 

2,847 

9.1 

3,137 

9.7 

Inventories 

2,653 

31.2 

2,839 

7.0 

Gross capital formation* 

1,133 

16.3 

757 

9.3 

Net capital formation* 

860 

18.8 

461 

8.4 

External sources* 

691 


551 


External sources of funds as 





percentage of total sources 





of funds* 


49.2 


52.0 

Short term bank borrowings 





as percentage of inventories 


41.2 


45.3 

Increase in bank borrowings 





as percentage of external 





sources of funds* 


33.2 


32.3 

Ratio of current assets to 





current liabilities 


1.38 


1.33 

Debt as percentage of equity 


37.9 


39.8 


@Net of rebates and discounts and excise duty and cess 
^Adjusted for revaluation due to devaluation/revaluation of 
foreign currencies, etc. 
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large public limited companies 
declined from the 1974-75 
levels, but all these ratios 
continued to be above 10 per 
cent. Thus, although there 
was a dip after the steady 
increases of the past, especially 
of 1973-74 and 1974-75, the 
profit margins continued to 
remain fairly high. 


in the ratio of current assets to 
current liabilities of the com¬ 
panies from 1.38 in 1974-75 to 
1.33 in 1975-76. At the same 
time, . debt as percentage of 
equity increased from 37.9 per 
cent in 1974-75 to 39.8 per cent 
in 1975-76. 


The industry-wise data show 
some divergence in pattern. 
Contrary to the trends shown 
by companies in other indus¬ 
tries, aluminium and cement 
companies reported substan¬ 
tially higher growth rates in 
value of production and sales 


in 1975-76, than in the previous 
year. Companies in both these 
industries fared well, judging 
from profits indicators also. 
Aluminium companies which 
had only a marginal operating 
surplus in 1974-75 made after¬ 
tax profits of over Rs 5 


There was a marked decline 
in the gross assets format on 
from Rs 1,405 crores in 1974-75 
to Rs 1,059 crores in 1975-76, 
in view of the steep fall of 
over Rs 400 crores in inventory 
accumulation more than offset¬ 
ting the increase in other items 
of assets. Slightly over half the 
assets formation was in the 
form of fixed assets. With the 
shrinkage of internal funds 
resulting from lower pre-tax 
profits, coupled with more liberal 
dividend distribution, the com¬ 
panies had to rely to a propor¬ 
tionately larger extent on exter¬ 
nal sources for financing assets 
formation during 1975-76. The 
main sources of external finance 
were borrowings and trade dues 
and other current liabilities. 

Borrowings from banks incre¬ 
ased by Rs 178 crores (or 15 per 
cent), although inventory build¬ 
up was only Rs 186 crores, 
and short-term bank borrow¬ 
ings as percentage of inven¬ 
tories rose from 41 per cent in 
1974-75 to 45 per cent in 1975- 
76. Significantly, the role of 
sundry creditors as a source of 
finance declined sharply; the 
source which was substantially 
more important than bank 
borrowings in the previous 
year was markedly less impor¬ 
tant than the latter in 1975*76. 
On the other hand, sundry 
debtors assumed greater impor¬ 
tance, proportionately and in 
absolute terms, in fund use 
during the year under review as 
compared with the previous year. 

There was a fractional decline 
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crores in 1975-76. The after¬ 
tax profits of cement companies 
shot up from about one crore 
rupees to over R$ 16 crores. 
Tobacco companies maintained 
the growth rates in value of 
production and sales, but 
operating profits declined 
steeply. However, thanks to a 


substantial non-operating 
surplus, the after-tax profits 
were marginally higher than in 
the previous year. ‘Electricity 
generation and supply’ and 
‘motor vehicles and accessories' 
were the only other industry 
groups in which there was an 
improvement in after-tax profits 


over the 1974-75 level, the 
performance of cotton textile 
companies was particularly 
poor, with the pre-tax profits 
sliding down from Rs 47 crores 
in 1974-75 to Rs 12 crores in 
1975-76. These companies, 
however, made a tax provision 
of Rs 17 crores in 1975-76 and 


as a resuit ended the year with 
an after tax loss of Rs 5 
crores. This did not, however, 
deter these companies from dip¬ 
ping into reserves and declaring 
dividends aggregating Rs 11 
crores—almost Rs one crore 
more than in the previous 
year. 


Branch expansion of 
commercial banks 


A notable feature of branch 
expansion of commercial banks 
during the calendar year 1976 
was the opening of offices in 
1,324 more unbanked centres 
which is significantly larger 
than the 789 offices opened in 
such centres in 1975 and 526 
offices in 1974. Offices opened in 
unbanked centres constituted 
41.5 per cent of the total num¬ 
ber of 3,191 new offices opened 
during the year against 31.6 
per cent in 1975, the balance 
of 1,867 offices having been 
opened in banked centres. 

The total number of offices 
opened during the year at 3,191 
was markedly higher than the 
2,337 offices opened in 1975 
and 1,693 offices opened in 1974. 
Including these, no fewer than 
15,501 offices have been opened 
since the nationalisation of 14 
major banks in July 1969 and 
upto the end of December 
1976, of which 7,115 offices 
have been opened in unbanked 
centres. They included 477 
branches of Regional Rural 
Banks : 460 offices opened in 
1976 and 17 offices opened in 
1975. 

Table I compares the branch 
expansion performance of 
public and private sector 
banks in 1976 with that in 1975 
an4 also presents the group- 
wise data relating to offices 
opened in unbanked and bank¬ 


ed centres during the seven 
and a half years from July 
1969 to December 1976. 

The progress made in 
expansion of branch network 
in the rural areas was well 
maintained during 1976. The 
increase in the number of bank 
offices in those areas was 1,442 
against 747 in 1975. As at the 
end of December 1976, there 
were 8,820 rural offices, against 
7,378 offices in 1975. The num¬ 
ber of rural offices has risen 
by 6,988 and since nationali¬ 
sation their proportion in the 
total number of offices moving 
up from 22.4 per cent in June 
1969 to 37.3 per cent in 
December 1976. 

The dispersal of commercial 
bank offices in rural, semi- 
urban, urban and metropolitan/ 
port towns as at the end of 
December 1976, December 1975 
and June 1969 is shown in 
Table TI. With the establish¬ 
ment of 3,191 new offices in 
1976, the average population 
per bank office has been further 
reduced from 29,000 in Decem¬ 
ber 1975 (based on the estimate 
of mid-1975 population) to 
26,000 in December 1976 
(based on the estimate of mid- 
1976 population). The average 
as of June 1969 was as high 
as 65,000. 

Banks continued their efforts 


Table 1 

New Offices Opened in Unbanked and Banked Centres 



Unbanked Banked 

All centres 

State Bank of India 




1975 

218 

201 

419 

1976 

247 

197 

444 

July 1969-Dec. 1976 

1391 

1239 

2630 

SBI Associates 




1975 

21 

72 

93 

1976 

40 

95 

135 

July 1969-Dec. 1976 

525 

524 

1049 

14 Nationalised Banks 




1975 

312 

791 

1103 

1976 

449 

967 

1416 

July 1969-Dec. 1976 

3596 

4423 

8019 

Private Sector Banks 




1975 

173 

532 

705 

1976 

232 

504 

736 

July 1969-Dec. 1976 

1232 

2094 

3326 

Regional Rural Banks 




1975 

15 

2 

17 

1976 

356 

104 

460 

Upto December 1976 

371 

106 

477 

All Commercial Banks—Total 



1975 

739 

1598 

2337 

1976 

1324 

1867 

3191 

July 1969-Dec. 1976 

7115 

8386 

15501 


Table II 



Dispersal of Commercial Bank Offices in Different Categories 


of Centres 



No. of offices 

Percentage share 




in total 

June 

Dec Dec 

June 

Dec Dec 

1969 

1975 1976 

1969 

1975 1976 

Rural 1832 

7378 8820 

22 4 

36.0 37.3 

Semi-urban 3322 

6172 7018 

40.1 

30.2 29.7 

Urban 1447 

3592 4135 

17.5 

17.6 17.5 

Metropolitan/ 




Port Towns 1661 

3312 3657 

20.0 

16.2 15.5 

Total 8262 

20454* 23630f 

100.0 

100.0 100.0 

Note: Classification of centres in June 1969 based on 1961 census 

and in December 1975 and 1976 based on 1971 census. 


• Excludes 118 offices enclosed during the period from 
June 1969 to December 1975. f Excludes 133 offices closed 
during the period from June 1969 to December 1976. 
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to open more bank offices in 
the relatively underbanked sta¬ 
tes during the year 1976. Thus 
the number of bank offices 
increased by 86 in Assam, 201 
in Bihar, 175 in Madhya Pra¬ 
desh, 118 in Orissa, 463 in 
Uttar Pradesh, 10 in Manipur, 
3 in Mizoram, 9 in Nagaland 
and 15 in Tripura. The popula¬ 
tion served per bank is above 


50,000 only in five states, 
namely, Assam, Bihar Manipur, 
Orissa and Mizoram. 

Table III shows the state- 
wise distribution of bank 
offices and average population 
per bank office as the end of 
June 1969, December 1975 and 
December 1976. 

The year 1976 witnessed the 


establishment of 34 more 
Regional Rural Banks, in addi¬ 
tion to the six banks set up in 
the previous year. These banks 
had together opened 477 bran¬ 
ches as at the end of December 
1976. 

The indian banks opened 14 
branches outside India in 1976. 
As at the end of the year, there 


were in alt $0 offices of Indian 
banks abroad—27 in the UK, 
10 each in Hong Kong and Fiji 
Islands, nine in Kenya, six each 
in Mauritius and Singapore, five 
in UAE, three in Sri Lanka, 
two each in the USA, Japan 
and Guyana and one each in 
Maidive, West Germany, 
Bangla Desh, Bahamas, France, 
Oman, Belgium and Thailand. 


Table III 


State-wise Distribution of Bank Offices and Population Per Office 


State with an 
average poulation 
per office 


No. of bank offices 


Population per Office* 

(In thousands) 

June 

1969 

December 

1975 

December 

1976 

June 

1969 

December 

1975 

December 

1976 

Below 25,000 







Punjab 

346 

1062 

1231 

42 

14 

12 

Kerala 

601 

1435 

1611 

35 

16 

15 

Gujarat 

752 

1666 

1848 

34 

18 

16 

Himachal Pradesh 

42 

198 

235 

80 

18 

16 

Karnataka 

756 

1857 

2052 

38 

17 

16 

Haryana 

172 

490 

578 

57 

22 

19 

Jammu & Kashmir 

35 

227 

274 

114 

22 

19 

Tamil Nadu 

1060 

2058 

2239 

37 

22 

20 

Maharashtra 

1118 

2335 

2562 

44 

24 

22 

Nagaland 

2 

13 

22 

205 

42 

25 

Between 25,000 and 50,000 







Andhra Pradesh 

567 

1494 

1729 

75 

32 

28 

Meghalaya 

7 

28 

37 

141 

39 

30 

Rajasthan 

364 

851 

983 

70 

33 

30 

West Bengal 

504 

1239 

1546 

87 

39 

32 

Uttar Pradesh 

747 

2098 

2561 

119 

45 

38 

Madhya Pradesh 

343 

999 

1174 

116 

46 

40 

Tripura 

5 

22 

37 

276 

77 

47 

Above 50,000 







Assam 

74 

253 

339 

198 

67 

51 • 

Orissa 

100 

356 

474 

212 

67 

51 

Bihar 

273 

891 

1092 

207 

68 

57 

Manipur 

2 

11 

21 

497 

106 

57 

Union Territories 







Chandigarh 

20 

57 

66 

7 

5 

4 

Goa, Daman and Diu 

85 

149 

171 

8 

6 

5 

Delhi 

274 

604 

680 

10 

7 

6 

Lakshadweep 

— 

4 

5 

— 

8 

6 

Pondhichery 

12 

30 

37 

31 

16 

13 

Andaman and Nicobar Islands 

1 

5 

7 

82 

23 

16 

Dadra and Nagar Haveli 

— 

4 . 

4 

— 

19 

19 

Arunachal Pradesh 

— 

9 

11 

— 

52 

43 

Mizoram 

— 

1 

4 

— 

332 

83 

Total 

8262 

20437 

23630 

65 

29 

26 


*The average population per bank offices is worked out on the basis of estimates of mid-year population. 

Source : Reserve Bank of India 
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Counting casualties 

Time and tide wait for no man. Not, certainly, for a general election. The govern¬ 
ment, therefore, need not waste time through drift or inaction. As we had said earlier 
in these columns, it is no caretaker government this. It is a fully functioning govern¬ 
ment and is entitled to carry on without interruption. Indeed, it is obliged to do so 
and must keep acting normally and continuously by taking all such decisions as may 
fall due or become necessary in the public interest. It should not allow itself to be 
deterred from doing this by allegations or insinuations that it is bribing or buying 
the electorate. By the same token, it should not go back on or dilute policies or 
administrative measures which, though meritorious in themselves, may still have 
become electioneering liabilities. The ruling party is going to the polls on the 
strength of its claim that it has given good and firm government to the country, parti¬ 
cularly during the last 20 months. It is in its own interest to desist from doing any¬ 
thing which may cause damage to its credibility. 

Take, for instance, family planning or population control. A national policy 
has been clearly stated and it must be faithfully and firmly implemented. This policy 
has not ruled out compulsion. On the contrary, it provides for an element of com¬ 
pulsion openly presented and equally openly pursued. Legislation for the purpose 
has been expressly provided for wherever conditions are present for the successful 
enforcement of compulsion. Initiative has to come from state governments and 
approval from the centre. A carrot-and-stick approach on the administrative plane is 
also implicit in the national policy for family planning. 

It is of course unfortunate that in Delhi and some parts of Uttar Pradesh, Bihar 
and, perhaps, a few other states, there should have been bureaucratic or other high¬ 
handedness and even resort to police methods in the intensification of vasectomy cam¬ 
paigns, particularly among economically or socially backward sections of the people. 
These aberrations, however, do not validate slogan-mongering by political parties 
against there being any kind or degree of compulsion whatsoever in the implementation 
of the national family planning policy. Political compulsions notwithstanding, the 
ruling party owes it to itself not to renege on its commitment to the fundamentals or 
the imperatives of the family planning programme. The government ought to have 
the courage of its conviction and it should stand by the self-evident proposition that 
an element of compulsion does have its place in the national population control drive. 

The government ought to have the guts. But it does not. There is for instance, 
that naive announcement from Uttar Pradesh that the emphasis is being shifted from 
sterilization to 1UCD because the vasectomy campaign has fulfilled its purpose. The 
excuse is thinner than the proverbial Dacca muslin and is easily seen through even 
with half-shut eyes. Hardly more respectable is the unseemly haste with which an 
elaborately built-up structure of disincentives intended to discourage resistance to 
sterilization is being dismantled by the authorities concerned. The Delhi administra¬ 
tion and the UP, Bihar and Madhya Pradesh governments seem to be in the forefront 
of this retreat. The “gains of the emergency” may be in dispute, but not the fact that 
the national population control policy has at last been given teeth. The government 
committed an error of judgment when it allowed the sterilization campaign to become 
in part a plaything of party politics, but it should not seek to compound that lapse by 
making the even more grievous mistake of letting this invaluable means of population 
control become a casualty of the battle of the ballot box. 

It is only through years of organization and hard labour that the sterilization 
campaign has been built up as the main drive of the population control machinery 
and the government will be betraying its trust if it were to permit a few weeks of 
electioneering to undo all that hard-won progress. The ruling party has a fine oppor¬ 
tunity to employ its election propaganda to educate the public about the inescapable 
imperatives of population control and it should not let a failure of nerve to cause it 



to flee from the battle-field of debate. 
If there is to be any opportunism here, 
does not the ruling party have that feeling 
of strength which would enable it to leave 
it to the opposition to make such spurious 
capital as it may out of pockets of resent¬ 
ment against the strong-arm methods used 
in a few places for pushing through with 
mass sterilization? 

Some state governments, particularly 
those of UP and Bihar, are distributing 
largesse of one kind or another to sensi¬ 
tive sections of the electorate. More will 
no doubt join them in the game before 
D-day is much nearer. There may be no 
objection in principle to reducing fiscal 
burdens on farmers or raising dearness 
allowance for government employees. But 
it is not easy to defend the current 
scramble among state governments to do 
the ‘mostest’ in these matters at a mo¬ 
ment’s notice. There is no evidence at all 
that the authorities concerned have 
adequately considered the revenue or 
expenditure implications or that they have 
paid any thought to the bearing their 
decisions may have on the central govern¬ 
ment’s economic policies in the larger 
context of the national interest. 

centre's liabilities 

It is true, of course, that these state 
governments cannot be deciding these mat¬ 
ters without New Delhi’s advice or without 
being certain of its enthusiastic approval. 
But this does not excuse their underta¬ 
king fiscal obligations which may weaken 
their resources position and thereby compel 
them to shift more of their financial liabi¬ 
lities to the centre. This is not to argue 
that reliefs or concessions should not be 
extended to particular sections of the 
public as and when really needed, but 
they should certainly fit into some recog¬ 
nizable framework of management of 
state finances. It cannot be claimed, surely, 
that the state governments concerned are 
taking the trouble of imparting this kind 
of legitimacy to their decisions. At a time 
when inflationary pressures are again 
straining at the leash, informed public 
opinion has a right to demand that fiscal 
discipline in government should not be 
flowed to become one of the casualties 
ction politics. 

y, there is the Resetve Bank. 


When further restrictions on the liquidity 
and advances of the commercial banking 
system were imposed with effect from 
January 14, this journal supported the 
basic concept of increased monetary dis¬ 
cipline in conditions of rising prices and 
a high rate of expansion of money supply. 
At the same time, it took note of a genu¬ 
ine demand on the part of trade and 
industry that the specific credit regulations 
should be administered in a constructive 
and flexible manner so that funds were 
not denied for increased production. The 
Reserve Bank’s announcement of January 
13 itself provided for this kind of respon¬ 
siveness to contingencies as well as to fore¬ 
seeable developments. Consequently, we 
have no hesitation in welcoming the fur¬ 
ther steps announced by the Reserve Bank 
on February 16 to ensure that the credit 
needs of cotton textile mills or the sea¬ 
sonal requirements of the sugar industry 
are fully met or that, more generally 
speaking, bank loans are available for 
“supporting and enhancing production”. 

At the same time, the manner in which 
these measures have been presented can¬ 
not be allowed to pass without comment. 
Banks, we are informed, have been told 
“to respond quickly and effectively to the 
emerging needs of the economy”. This 
verbiage, we are afraid, doth seek to cover 
up some sinning against the Holy Ghost. 
To speak of any “amended” credit policy 
is, given the facts of the case, an act of in¬ 
tellectual dishonesty. Explaining the need 
for an austere credit policy, the Reserve 
Bank governor said in January that the 
money supply with the public had in¬ 


creased by 13.9 per cent in the first nine 
months of the current financial year as 
compared with 6.5 per cent in the corres¬ 
ponding period of 1975-76. There had also 
been an increase of 11.6 per cent in the 
wholesale price index over the 10 months 
since March last year. Nothing has hap¬ 
pened in the few weeks between the middle 
of January and the middle of February to 
warrant the amendment in any significant 
sense of the decisions on credit control 
or credit planning which took effect from 
January 14. Nothing that is except the 
announcement on January 18 of a general 
election in March. 

The credit policy, in fact, has not been 
amended and it is difficult to appreciate 
the need for a very high and responsible 
spokesman of the Reserve Bank (one of 
its deputy governors, in fact) bending over 
backwards to make it appear otherwise. 
The effort is entirely energy-wasting if 
only because the business community is 
not easily taken in; business borrowers 
are not going to be grateful for favours 
not shown. It could also cause some unin¬ 
tended mischief by confusing counsel 
within the banking system -it is hard on 
individual bankers that they should be 
left to figure out to what extent the 
Reserve Bank says what it means or means 
what it says. More seriously, it may even 
call into question the ability of the Reserve 
Bank to practise as well as seem to practise 
monetary policy strictly as a tool of mana¬ 
gement of the economy. There is absolu¬ 
tely no cause to risk the reputation of 
the central banking authority becoming a 
casualty of election politics. 
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In the opinion of many commercially wise 
observers of Indo-American trade relations, 
Indians have too long been misled into thinking I 
that Americans wants the Ipdian market at any ’ 
price. This is a fallacy. In the first place the 
traditionally shortsighted American manufac¬ 
turers still have as their imjor objective, the 
supplying of pent up demand in this country, 
which, however, they have now lowered from five 
to two years capacity of production. Never¬ 
theless, the second and the more important is 
their feeling that wooing the Indian market, 
whatever its potential value, is short-sighted until 


they understand what that market consists of. To 
explain that they want to know many things: 
firstly, what is the sterling settlement going to 
be, what economic arrangement does the new 
Indian Government contemplate with the 
United Kingdom and what, in the final analysis, 
will be th? Indian Governments attitude toward 
free commercial intercourse. When those ques¬ 
tions are answered, American business men may 
take more than an academic interest in the 
Indian market. Until that time any dissertation 
less frank would be dishonest. 
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States and annual plans 


The Planning Commission has an¬ 
nounced its decision to step up the annual 
Plan outlay of the states by Rs 909.56 
crores from Rs 3694.46 crores in 
1976-77 to Rs 4604.02 crores in 1977-78. 
For several states, the increase has been 
substantial. In the case of West Bengal, 
for instance, the outlay has been raised 
from Rs 233.00 crores in 1976-77 to 
Rs 310.92 crores, an increase of over 
Rs 77 crores. For Maharashtra there has 
been an increase from Rs 467.20 crores to 
Rs 646.80 crores, Uttar Pradesh from 
Rs 526.00 crores to Rs 648.25 crores, 
Tamil Nadu from Rs 217.20 crores to 
Rs 260.12 crores and Kerala from Rs 114.00 
crores to Rs 135.52 crores. In the absence 
of details it is not possible to say how the 
state governments are going to spend the 
money on various projects. Obviously, 
the bulk of the expenditure will be on 
agriculture and allied activities, power, 
industry and transport. But is the Plan¬ 
ning Commission taking adequate care 
to ensure that the funds are effectively 
spent for the purposes for which they 
have been earmarked? 

Many state governments have been in¬ 
curring huge losses in running their com¬ 
mercial and industrial undertakings. In 

1975- 76, the state electricity boards in 15 
states incurred a loss of Rs 130 crores. In 

1976- 77, despite revision of tariffs, 12 
state electricity boards are estimated to 
suffer a loss ofRs 106 crores. The loss 
on commercial irrigation in 1976-77 is 
Rs 235 crores. Road transport corpora¬ 
tions in many states are also losing 
heavily. It is pertinent to recall the 
observations made by Mr P.N. Haksar, 
Deputy Chairman of the Planning Com¬ 
mission, in his address to the National 
Development Council in New Delhi, in 
September last year, on the performance 
of state governments. He said: “We all 
know that this poor country has made 
vast investments, let us say, in our irriga¬ 
tion system as a whole. But from 1974-75 
to 1975-76, the accumulated losses as 


suffered on commercial irrigation system 
are of the order of Rs 700 crores. I do 
not think we can live with that sort of 
thing. The accumulated losses on electri¬ 
city boards during these years come to a 
little over Rs 300 crores, which add up 
to a loss ofRs 1,000 crores. All of us 
know what we could do with this money. 
If you take the transport undertakings of 
the states, after a series of losses in the 
first two years, we have a magnificent 
plus factor of Rs 0.6 crores this year. 
But if you take into account the capital 
invested and a reasonable return which 
you would expect if it were your own 
money, we realise that we are nowhere 
near optimisation of our resources which 
have already been invested, let alone new 
resources**, Mr Haksar added that an 
amount of Rs 500 crores had been inves¬ 
ted in various kinds of corporations by 
the state governments but the return on 
this investment was minus. 

It seems doubtful whether Mr Haksar’s 
disclosures about the colossal losses incur¬ 
red by the states on running commercial 
and industrial enterprises will create an 
adequate awareness among the governments 
concerned on the imperative need to im¬ 
prove efficiency. The National Develop¬ 
ment Council at its last meeting made some 
specific proposals for this purpose. The 
council suggested that, in the case of 
power systems, while there was scope for 
raising tariffs, the improvement in finan¬ 
cial results should come largely from a 
higher level of utilisation of the existing 
capacity, particularly thermal power 
plants, reduction in overheads and opera¬ 
tion expenses as well as in transmission 
and distribution losses, prompt collec¬ 
tion of dues and prevention of theft, and 
timely completion of projects. It was 
suggested that full advantage should be 
taken of the opportunities for exchanging 
surplus power between states and regions 
and for integrated operation of hydel 
and thermal plants. 

Mrs Gandhi, fc the prime minister, 


said some time ago that electricity 
boards were not welfare organisations 
or charitable institutions. This remark 
is significant. But how many state 
governments have taken, or are 
going to take, the necessary steps 
to weed out corrupt and irregular 
practices in the working of electricity 
boards and tone up their efficiency? Mrs 
Gandhi suggested that beneficiaries should 
pay a fair price for the benefits they 
receive. This is, of course, a sound 
approach but at the same time, the state 
governments should take care to see that 
they do not levy excessive charges in their 
anxiety to reduce losses. 

lack of demand 

Many major industries in the country 
continue to complain of lack of demand 
for their products despite the sharp step- 
up in the centre’s Plan outlay year after 
year. It is worth enquiring whether it is 
a fact that the central goverment depart¬ 
ments have been going slow in placing 
orders with industries and what are the 
reasons for doing so. In the meanwhile, 
the state governments should take the 
necessary steps to spend their Plan funds 
promptly and in the most efficient manner 
so as to make an immediate impact on 
industry and agriculture. 

The chief minister of West Bengal 
has been claiming credit for being 
able to increase the Plan outlay ever since 
his ministry came into power. The total 
Plan expenditure in West Bengal in the 
first three five year Plans and in the first 
three years of the fourth Plan till 1971-72 
was only Rs 687 cforcs. But from 1972-73 
to 1976-77, the period since Mr Ray 
became the chief minister, the Plan outlay 
is placed at Rs 778 crores. The Plan 
size in West Bengal is estimated to have 
increased by 352 per cent between 1971-72 
and 1976-77 compared to 256 per cent in 
Maharashtra, 286 per cent in Karnataka 
and 221 percent in Tamil Nadu. Credit 
for this achievement should also m> to 
Mr Sankar Ghose, the present mion 
minister of state for Planning, smo, as 
West Bengal’s Finan^ ministetHhowed 
much energy and ingenuity in nmiiising 
resources. But the fA remaiiftj^at a 
large number of industrlfifki West jkgal 
remain sick and many are closeswhile 
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the growth of new industries has been 
sluggish. Unemployment continues to be 
acute. In many other states also, the 
economic situation is far from satisfactory 
with shortages of essential commodities 


At a one-day seminar organised recently 
in the capital under the auspices of the 
Punjab, Haryana and Delhi Chamber of 
Commerce and Industry (PHD), the repre¬ 
sentatives of trade and industry pleaded 
for uniformity in sales tax law, and also 
in the structure of s lies tax besides the 
relevant procedures. While the discus¬ 
sions resulted in no less than 17 recom¬ 
mendations, the main suggestion was in 
favour of ending the varying rates of 
levies on the same commodities in diffe¬ 
rent states of this region. It may be 
recalled that the seven-member Jha com¬ 
mittee—the Indirect Taxation Enquiry 
Committee — currently reviewing the 
existing structure of indirect taxes, is 
also looking into the working of sales 
tax in the country. The deliberations of 
the business community from the northern 
region will therefore come in handy for 
this commission to assess the changes 
desired and the problems currently being 
faced by traders. 

highest contribution 

An analysis of the tax revenue of north 
Indian states shows that sales tax makes 
the highest contribution among all sources 
of tax revenue. For instance, in 1975-76 
(budget), out of the total tax reveune of 
Punjab at Rs 165.24 crores, sales tax 
yielded as much as Rs 69.03 crores. In 
Haryana, sales tax in the same year con¬ 
tributed Rs 38.25 crores out of the tax 
revenue at Rs 100.97 crores. In Delhi, 
the importance of sales tax by way of 
revenue was much greater than was the 
case with Punjab or Haryana. Here, out 
of the total tax revenue of Rs 101.43 
crores in 1975-76 (revised estimates), sales 
tax alone accounted for Rs 64.85 crores. 
Similar was the case with Rajasthan 
where in 1975-76 (budget), sales tax at 
Rs 59.40 crores was more than half of 


and high prices. State governments there¬ 
fore should spend their Plan outlays in 
such a way as to result in more orders for 
industries, more employment, and better 
standards of living for the masses. 


the total tax revenue at Rs 114.29 crores. 
One conclusion which emerges from these 
figures is that sales tax in the northern 
states is the back-bone of the tax revenue 
of these states. Hence there is urgent 
need to streamline it so that its share in 
the total tax revenue does not drop in the 
coming years but continues to rise through 
its easy applicability and also through 
the removal of all irritants which disturb 
retail and wholesale trade and the free 
flow of goods within the region. 

considerable variation 

In his inaugural speech, Mr Sankar 
Ghose, union minister of state for Plan¬ 
ning, conceded that even though in recent 
years all the states had shifted sales tax 
for many items to the first point in order 
to minimise tax evasion, there were consi¬ 
derable variations in the rate structure 
and also in the points of levy. The same 
point was stressed by Mr S.P. Virmani in 
his key-note address when he said that 
the present system of different sales tax 
laws for each state providing different 
definitions, varying rates of taxes, diffe¬ 
rent rules and forms required not only 
huge and detailed book-keeping but was 
responsible for hampering inter-state 
trade. Among other things, he suggested 
that the centre should draw up a model 
sales tax act and rules for the guidance 
of the states on the basis of which the 
state governments could have their own 
enactments. He also said that the central 
government could prescribe the maximum 
rate of sales tax which could be charged by 
the states on the same pattern as had been 
done in the case of declared goods under 
section 15 of the Central Sales Tax Act. 

Mr Virmani is certainly not the first 
businessman to suggest uniformity in 
legislation and rates of sales tax. If the 
government has not been able to act 


upon this reasonable advice it is because 
of the conflicting interests of the states 
and their yearning for independent opera¬ 
tion in areas which are their exclusive 
preserve. The centre-state relations have 
come up for review many a time during 
the last three decades and invariably the 
states have pleaded for autonomy in spe¬ 
cific fields including the jurisdiction over 
sales tax. Since the major sources of tax 
revenue have already been in the hands 
of the centre, the states have so far 
fought against any intrusion in the fields 
reserved for the states. Therefore, it looks 
highly improbable that all the states 
could be made to agree to an all-India 
pattern in sales tax structure though a 
beginning could certainly be made in the 
case of some of the regional groups. 

reduction in evasion 

In the northern region, uniform sales 
tax rates had in fact been promulgated 
in the case of tyres and tubes (10 per 
cent), luxury goods (10 per cent with the 
exception of Uttar Pradesh and for some 
products in Rajasthan), cosmetics (10 
per cent with the exception of Uttar 
Pradesh which imposes 12 per cent) and 
lubricants (seven per cent). In many 
other commodities, the variations in 
sales tax from state to state are not much 
—only one to two per cent which could 
be removed without causing any substan¬ 
tial change in revenue receipts. The 
northern region states could certainly 
work out a programme of uniformity in 
sales tax laws and rates without much 
loss of revenue or sovereignty of opera¬ 
tion in this field. If that could happen, 
all the cooperating states could hope to 
increase their revenue receipts through 
reduction in tax evasion. 

In an exclusive interview with Eastern 
Economist, Mr Yash, minister for Excise 
and Taxation in Punjab, who was one of 
the participants at the PHD seminar, 
stated that tax evasion up to 15-20 per 
cent was still taking place. When asked 
why it was so, he opined that the absence 
of a climate of confidence was largely 
responsible for it. The trading commu¬ 
nity and the bureaucracy responsible for 
the recovery of sales tax had deep-seated 
distrust of each other with the result that 
tax evasion became difficult to eliminate. 
He earnestly pleaded for an atmosphere 


Wanted: uniformity in sales tax 
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wherein the trader was treated with res¬ 
pect and encouraged to practise complete 
honesty in this regard. In reply to the 
question if the high rates of sales tax 
were not the root cause of the eavsion, he 
said that a trader who defrauded the 
exchequer when the sales tax was 10 per 
cent would not give up this tendency if 
the rate was halved to five per cent. 
Moreover, over the years, sales tax 
had emerged as the major source of 
revenue in the states and promised to be 
more elastic in tax yield than any source. 
Hence there was little possibility of any 
relief in this regard. He however conce¬ 
ded that improvements in procedures 
could certainly be initiated. 

It may be stated here that the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry (FICCI) in its momorandum 
to the Jha committee has suggested that 


The report on the demand and supply 
of primary and secondary school teachers 
during the fifth five-year Plan, prepared 
by the manpower unit of the department 
of planning in the Karnataka state, is 
indeed illuminating and timely. It has 
brought to light the malady of rising 
unemployment among the trained teachers 
in the state. The report reveals that the 
number of unemployed primary school 
teachers in the state, which in 1974-75 
was around 4,200, was likely to reach 
11,615 by 1978-79. Similarly the number 
of unemployed secondary school teacher 
graduates, which was estimated at around 
1,500 in 1974-75, was likely to reach a 
staggering figure of 16,424 by 1978-79. 
This sad situation facing the state should 
be urgently attended to. 

One positive aspect of the situation in 
the state is that the number of institu¬ 
tions training primary school teachers 
increased modestly during the last decade. 
As against 70 such institutions existing 
in 1966-67, the number increased to 88 
by 1975-76—a rise of 25 per cent. During 
the same period the number of schools 
increased from 22,250 to 32,840—a rise 
of nearly 50 per cent. The number of 
students increased far more rapidly during 


the system of sales tax should be abo¬ 
lished and it should be replaced by addi¬ 
tional excise duties to be levied by the 
centre. Since it will take the centre a 
few years to persuade the states to agree 
to this procedure, the FICCI has also 
recommended a thorough re-examination 
of the sales tax forms and procedures with 
a view to achieving uniformity in their 
content throughout the country. The 
FICCI has complained that the impact 
of sales tax at different stages is fairly 
heavy and constitutes a sizeable part of 
the final export prices of goods. Except 
the last sale which occasions the export, 
the burden of sales tax at earlier stages 
is not refunded and docs not form a part 
of the drawback rates. It has therefore 
asked the Jha committee to look into the 
incidence of sales tax on exports and 
suggest ways and means to reduce it. 


these years, rising from 1.89 million to 
4.13 million. In other words, against 119 
per cent rise in the number of students 
and nearly 50 per cent rise in the number 
of schools, the number of institutions 
training teachers for these schools increas¬ 
ed by 25 per cent. 

The above figures reveal that the pro¬ 
blem of surplus teachers was more a result 
of the changed teacher-student ratio than 
the increased number of training institu¬ 
tions for primary school teachers. In 
1955-56 the teacher-student ratio was 
1:32 which changed to 1:41 in 1973 *74. 
This increase in workload on teachers 
possibly could cause deterioration in the 
quality of education. It might further be 
pointed out that 32,840 schools in the 
state had 99,962 teachers, showing an 
average strength of nearly three teachers 
in each school, which again could be con¬ 
sidered as low if proper training was to be 
imparted to students in their earlier years. 

In the case of secondary school teachers 
in the state the situation was quite diffe¬ 
rent. As against the unemployed stock of 
1,485 secondary schoolteachers in 1974- 
75, the number by 1978-79 was expected 
to reach a figure of 16,424. In this case, 
the malady apparently was being created 


by a rapid increase in the number of 
institutions training teaching graduates 
for secondary schools. As against 14 
institutions in 1964-65 turning out nearly 
1,000 B. Ed. graduates, the state already 
had 34 institutions in 1975-76 with an an¬ 
nual capacity of training 4,575 graduates. 

increased concentration 

The concentration of students in relation 
to teachers in secondary schools also in¬ 
creased over the years. Against a rise in 
the number of secondary schools by 353 
per cent between 1955-56 and 1973-74, 
the rise in the number of teachers was 
only 229 per cent from 7,212 to 23,982. 
The number of students increased by 309 
per cent, so that the teacher-student 
ratio in secondary schools during these 
years deteriorated from 1:16 to 1:20. 

It may be pointed out that the estimate 
of surplus teachers in 1974-75 in the state 
has been made from the registers of the 
employment exchanges. It is quite likely 
that non-registrations, double registrations 
and registrations even after employment 
may not give the real position of surplus 
stock in the state. It has, therefore, been 
assumed that about 15 per cent of those 
who were registered might have got 
employment. The unemployed stock has, 
therefore, been taken as 85 per cent of 
the number registered with the employ¬ 
ment exchanges. 

While the total developmental outlay in 
successive Plans has been rising rapidly, 
the outlay in the state on education has 
remained practically static. For instance, 
as against an outlay of Rs 10 crores for 
education during the second Plan and 
Rs 13 crores during,the third Plan the 
outlay for the fourth Plan was Rs 15 
crores. Obviously education was given a 
low priority in the state over these years. 
Under these circumstances the scaling 
down of outlay on education during the 
fifth Plan, from the proposed Rs 69.79 
crores to Rs 26.70 crores, has not been a 
wise decision. This has resulted in a 
downward adjustment of the target for 
the additional enrolment in the state from 
1.13 million to 567,000 (520,000 for 
primary education and 47,000 for secon¬ 
dary education), thereby reducing the 
possibility of increased employment for 
teachers. 


Surplus teachers in Karnataka 
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CAPITALS 

CORRIDORS 

R. C. Ummat 

Power lags * Consultancy exports • Engineering 

exports target 

Although the addition to power gene- Extension (Madhya Pradesh) 120 MW, 
ration capacity during the current finan- Kothagundam (Andhra Pradesh) two units 
cial year will be on a somewhat larger of 110 MW each, Gandhisagar (Gujarat) 
scale than has been the case during the 120 MW, Sharavathy Expansion (Kama- 
last two years, it is not likely to come up taka) 89 MW, Ramganga Unit 111 66 
to the expectations of the Planning Com- MW and Subarnarekha (Bihar) 65 MW. 
mission. The first two years of the The latter four units are in the hydel 
current Plan witnessed an addition of sector. 

3,524 MW to this capacity. During the 

first ten months of the current financial lags compensated 

year, the capacity has been augmented The , ags in the i m p] cment tajon of some 
by 1,071 MW. It is expected that an- 0 p t | ie po Wer projects currently under 
other 948 MW would be added before erec tj 0 n, however have been compensated 
the year is out, taking the total addition t0 some cx(cnt b y the improved working 
to capacity during the year to slightly oflhe existing capa citics, with the result 
over 2,000 MW. The Planning Com- tbat ^ p 0wcr SU pp)y position in most 
mission in the recently finalised fifth Plan p arts 0 f tbe country at present is fairly 
document had estimated that as much as comfortab ,. N rf the current pi an targct of 
2,387 MW capacity would be added adding about | 2 ,500 MW to the 18,456 
during the current year. This indicates MW capacky avai | able at thc en d of the 
that notwithstanding the emergency, the , ast plan is t0 ^ achicvcdt morc 

developmental efforts in the power field strenuous cfforts wi „ havc to ^ made to 
have left much to be desired. bring the programmed units on stre m 

# according to their current schedules, 

projects commissioned incidentally. a new chapter has been 

The projects which have been commis- opened on thc thermal power front 
sioned during thc current financial year recently with the country going in for 200 
include Ukai Unit II (Gujarat) 120 MW, MW thermal generators which are being 


putting up steel plants in those countries, 
the Steel Authority of India (SAIL) is 
exploring the posibilities of offering its 
services for establishing steelworks and 
allied projects in west Asia. The Chairman 
of SAIL, Mr R.P. Billimoria, along with 
some experts from his organisation, is cur¬ 
rently in this region visiting Saudi Arabia 
and Kuwait for top level discussions with 
the representatives of industry in the two 
countries. They will also explore the 
possibilities of Hindustan Steelworks 
Construction Ltd, another subsidiary of 
SAIL, taking up construction and erection 
work in respect of industrial projects. The 
SAIL will as well be offering training 
facilities at its various units for the west 
Asian nafionak^rider the collaboration 
programjjjksrow offering to these countries. 

The ^development of expertise in the 
design and construction of industrial 
plants and equipment, iron and steel, dams, 
bridges and even nuclear reactors, in fact, 
has been so rapid during the past decade 
that we are today in a position to provide 
sopisticated technology as well as com¬ 
plete plants on a turn-key basis to the 
developing nations. 

turnkey jobs 

Several of our consultancy firms have 
already executed a number of international 
projects in various industrial fields such as 
textiles, paper and hard board, cement and 
cement products, electric fans, domestic 
sewing machines, bicycles, sugar and 
light and medium structural and fabrica¬ 
tions. Turn-key projects havc been takei 
up by them for high-tension power trans¬ 
mission lines, complete power sub-stations, 
pipelines for gas and petroleum, etc. 


Gandhinagar Unit I (Gujarai) 120 MW, 
Koradi (Maharashtra) 120 MW, Panki 
(Uttar Pradesh) 110 MW, and Patralu 
(Bihar) 110 MW in the thermal sector 
and Idukki Units II and III (Kerala) 130 
MW each, Lower Sileru Unit II (Andhra 
Pradesh) 100 MW, Ramganga Unit 11 
(Uttar Pradesh) 66 MW, Bclimela Lnit 
VI (Orissa) 60 MW, and Gumti Unit II 
(Tripura) 5 MW in the hydel sector. 

Eleven other power generating projects 
are expected to be commissioned by the 
end of March. These include Panki Unit 
II 110 MW, Harduaganj (Uttar Pradesh) 
Jn^^inits of 55 MW each, Amarkantak 


manufactured indigenously by Bharat 
Heavy Electricals Ltd. Some work has 
also been taken in hand for setting up in 
the early 1980s 400 MW units. This should 
accelerate the augmentation to the gene¬ 
ration capacity in thc coming yeari. 

* * 

Encouraged by the su :cess achieved in 
bagging against stiff international competi¬ 
tion by its subsidiary MECON a consul¬ 
tancy contract from Nigcra for setting up 
two onc-million-tonnes capacity steel plants 
in that country and earlier having under¬ 
taken on behalf of Abu Dhabi, Dubai 
and Bangladesh feasibility studies for 


Our consultancy firms, both in the 
public and the private sectors, have built 
up an intermediate technology, which is 
very suitable for developing countries. 
They have gained valuable experience in 
technology under the limiting conditions 
of our own under-developed economy at 
the time or independence. There is, there¬ 
fore, hardly any modern engineering or 
structural project which cannot be ade¬ 
quately and safely planned and designed 
completely by our consulting engineers. 
We havc all the capabilities and capacities 
required for detailed engineering and con¬ 
struction and management services 
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relating to all types of industrial pro¬ 
jects. 

Our consultancy exports have shown an 
encouraging trend in the recent years. 
Turn-key projects have been taken up in 
many African and West Asian countries 
as well as in south-east Asia. In the 
public sector, the National Industrial 
Development Corporation has provided 
turn-key services to Tanzania, Zambia 
and Guyana in the field of small-scale 
industries. Complete industrial estates are 
being set up in these countries. The 
Engineering Projects (India) Limited has 
also supplied complete industrial plants to 
other nations and a whole new city is being 
built by it in Kuwait. 

Several of our consultancy organisations 
in the private sector have also executed 
a number of projects in foreign lands. 
We, thus, have provided sophisticated 
consultancy services for the establishment 
of various types of industrial, civil and 
other projects to a large number of coun¬ 
tries in Africa, South America, west 
Asia, south-east Asia and even in a modest 
measure to the industrially advanced 
countries like the United Kingdom, the 
United States of America, the Federal 
Republic of Germany, Canada and 
Yugoslavia. 

significant developments 

Two significant developments on the 
consultancy exports front last week have 
been the bagging of a Si.68 million con¬ 
tract by Rail India Technical and Eco¬ 
nomic Services (RITES), a public sector 
undertaking under the ministry of Rail¬ 
ways, from Ghana, and the offer of the 
minister for Petroleum, Mr K.D. Mala- 
viya, to assist the Democratic Republic of 
Vietnam in oil exploration and produc¬ 
tion. 

The Ghana contract secured by RITES 
in the, fifth assignment this undertaking 
has successfully negotiated in the face of 
stiff competition from several advanced 
countries since its inspection a couple of 
years ago. The earlier assignments were 
in Iran, Syria, Sri Lanka and Zaire. 

* * 

Encouraged by the good progress 
registered by engineering exports this year 
the Engineering Export Promotion Coun¬ 


cil is thinking of raising the next year’s 
target for these exports to Rs 625 crores, 
which will be higher than the target of 
Rs 575 crores contemplated earlier. 

Exports of engineering goods this year 
are likely to touch Rs 550 crores—Rs 50 
crores more than the original target. The 
original target was revised upwards to 
Rs 550 crores a few months ago. By 
November last, exports had aggregated to 
slightly overRs 318 crores, compared to 
about Rs 241 crores during April-Novem- 
ber, 1975. 

orders on hand 

The orders on hand too suggest that 
export next year can be stepped up signi¬ 
ficantly. Contracts to the tune of over 
Rs 800 crores are said to h ive already 
been entered till a few days ago. They 
represent an increase of about Rs 325 
crores over the orders position at this 
time last year. 

A tentative break-up of the next year's 
contemplated target suggests that exports 
of capita] goods can be raised to Rs 214 


crores from the likely exports of Rs 182.50 
crores this year, those of steel-based 
items to Rs 165 crores from Rs 150 crores 
and of consumer durables to nearly 
Rs 215 crores from about Rs 184.50 crores. 
The exports of items based on non-ferrous 
metals, however, may not exceed Rs 35 
crores, the level likely to be reached this 
year. 

critical equipment 

A major breakthrough has been achiev¬ 
ed recently in the export of critical equip¬ 
ment for fertilizer plants. This is in the 
form of supply orders for heat exchan¬ 
gers, pressure vessels and towers placed 
on Larsen and Toubro by Kellogg Inter¬ 
national Corporation, Foster Wheeler 
Ltd, both of the United Kingdom, and 
Kellogg Continental B.V., Amsterdam. 
The orders are said to have been secured 
by the company from international prime 
contractors/consultants against stiff global 
competition. This suggests the acceptance 
by international fabricators of our high 
standards in fabrication technology. The 
equipment is to be used in Bangladesh and 
Sri Lanka. 
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Thoughts on tea productivity N. C. Kankani 


Tea is the most organised crop In the country. Looking back at the 
industry over the past 28 years f the yield has gone up from 876 kgs 
per hectare to 1380 kg. Maintaining the rate of production is not 
enough. The author, who Is vice-president, South India, Jayshree 
Tea & Industries Ltd, believes that the industry will have to use all 
its technical expertise to achieve much higher rate of growth to 
meet the growing internal demand of this common man's beverage 
and attain satisfactory level of export. 


The national seminar on tea held in 
New Delhi late last year, which considered 
the tea production to 2001 AD, has 
brought into focus the urgent necessity of 
achieving a much faster rate of growth in 
tea production than hitherto achieved. 
This is absolutely necessary to maintain 
satisfactory levels of export after meeting 
the growing internal demand for this most 
popular beverage for the common man in 
India. 

On analysing the various targets men¬ 
tioned by the industry and the government 
from the same platform in the seminar a 
certain gap appears. The government 
has set a target of 610 million kgs for 1980 
and 750 million kgs for 1985 whereas, the 
representatives of the industry put the 
total tea production (from the present 
areas) at around 540m kgs and 580m kgs 
for 1980 and 1985. This leaves a short¬ 
fall of 70m kgs for 1980 and 170m kgs for 
1985 which is obviously intended by then 
to come from new planting and/or replace¬ 
ment of old tea areas. 

impossible task 

To fill in this gap of 170m kgs by 1985 
the industry has to extend something like 
25 per cent of the existing areas within 
next two or three years itself, i.e. about 
90,000 hectres, so as to expect substantial 
crops from it by 1985. This, by any cal¬ 
culation is an impossible task as there is 
neither the financial nor managerial or 
other inputs regarding Mother Bushes, 
labour etc. available for this and certainly 
not all the planters have that much land to 
complete the programme. Further any re¬ 
planting undertaken will first result in a set¬ 
back of crop due to uprooting. Apart from 
these problems, any crash programme of 
such gigantic scale covering 90,000 hectres 
in two or three years in agricultural crop 
like tea may result in a substandard work 


necessitating a never-ending “infilling pro¬ 
gramme'* which in itself would defeat the 
very purpose of the exercise. Let us, 
therefore, be very practical in our 
approach and accept the situation as we 
can foresee today with all practical calcu¬ 
lations. 

The message therefore appears to me to 
be very clear that industry will have to 
use all its technical expertise and 
experience to achieve a much higher rate 
of growth from its existing tea areas, at 
least in the immediate future. 

Under-utilisation is perhaps greater in 
agriculture than in industries and one has 


POINT 

OF 

VIEW 


only to assess the extent of such under¬ 
utilisation in tea-agriculture of our 
country covering about 3,63,000 hectares. 
Looking back I find that the Indian tea 
industry has in the past 25 years increased 
its yield from 876 kgs to 1360 kgs per 
hectare. But maintaining this rateofgrowth 
is not enough. After all “knowledge” is a 
cumulative heritage of human experience. 
In the present era, we have got to increase 
the rate of its accumulation and at the 
same time accelerate the efficiency in its 
application. 

One may, of course, beTempted to say 
that in agriculture there must be some 
optimum where there is a limit to increase 
the crop. The theoretical answer is “yes”, 
but in my opinion no one has so far been 
able to visualise this optimum, as progres¬ 
sive advances continue to be obtained 


not only in tea but in all other crops as 
well. Well cared and well looked after 
tea bushes of more than 60 years of age 
are still continuing to make new records 
of yield year after year within our own 
country. Considering the fact that the 
difference between the highest yielding 
units and average yield per hectare in our 
country is more than double, the question 
is why cannot we pull up our lower yield¬ 
ing areas much faster? 

areawise Increase 

An areawise analysis of the increase in 
the past quarter of a century shows that 
south India increased its crop by 84£ per 
cent whereas the north Indian increase is 
only 41 per cent. The increase in Bengal 
alone is a mere 26£ per cent. This indi¬ 
cates the range of possibilities. 

Research has expanded the horizons of 
our knowledge on the necessity and opti¬ 
mum use of chemical and organic 
fertilisers, better control of mites and 
other pests/diseases, control of weeds 
through weedicides, rejuvenation pruning, 
mulching, better drainage and reorganisa¬ 
tion of pruning cycles. But research has 
been an open book for all. Then, why is 
the divergent increase acceptable to the 
planters? It is obviously some factors 
beyond the reach of research which are 
working as inhibiting factors. 

With these ideas, I would now attempt 
to enumerate the very salient points indi¬ 
cating urgent actions for short-term 
growth: Tackling the management and field 
problem of tea estates in each area which 
are yielding below the average of the 
district and certainly below the national 
average by voluntary management colla¬ 
boration. 

For attaining higher crops, i.e. to get 
more crop from the same unit area, one 
has to identify the problem of those areas 
which are presently low yielding because 
it is only here that much faster increase 
can be foreseen. 

The average yield of tea for the country 
is 1360 kgs/hectare. Within this average 
there are units, even excluding Darjeeling 
and Tripura, yielding from 800 kgs to 3000 
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kgs. The immediate exercise should there¬ 
fore be to identify and catalogue all such 
units, regionwise, yielding lesser than the 
national average of 1360 kgs. The entire 
attention of the industry must be focussed 
on these units. The higher yields achieved 
by other units itself indicate the sensi¬ 
tive and very progressive approach already 
existing there. What should thereafter be 
attempted is a ‘unit by unit’ analysis of 
the problems so as to evolve action pro¬ 
grammes at micro levels for each unit. 

After identification of units and their 
specific problems they must be set for 
improvement to achieve national average 
or beyond in terms of better production 
activities through a “time bound 
schedule”. The national average of pro¬ 
ductivity will itself be going ahead in the 
process and they will have to strive hard 
to catch up with it. Their advances will 
also spur the progressive high yielding 
units to further improve their perfor¬ 
mance. 

voluntary committees 

Areawise voluntary committee of pro¬ 
gressive planters and/or research scientists 
should be constituted to help these low 
yieldingunits in making these programmes 
in the interest of the nation. This is the 
only way whereby industry can march in 
the path of progress and avoid being sick. 
This will ensure a process of updating the 
technique in field management for overall 
better productivity by the use of the latest 
management and scientific techniques 
being made available to the marginal units 
by easily available export advice. In short, 
it will be voluntary management colla¬ 
boration without any cost, yielding rich 
dividends in shorter time. 

There is a necessity for reorientation 
of our tea culture with better exchange of 
knowledge between the research scientists 
and practical planter . For example: 

(a) Pruning cycles: Pruning cycle in 
north-east India is a case for further study. 
Presently north-east India generally 
adopts three years’ pruning cycle which is 
supposed to give the best balance of crop 
as well as quality. In my opinion the 
rejection of longer pruning cycles on the 
basis of experiments conducted several 
decades back, needs to be reexamined by 
fresh experiments, to see whether, on the 


whole, this gives better crop as well as 
better profitability or not. 

(b) Controversial perennial plucking: 
Similarly there is need to assess the benefits 
of the controversial perennial plucking 
introduced in some regions of north-cast 
India from 1964. It is not the name that 
matters but this practice of tea culture 
should be given a fair trial by conducting 
conclusive experiments with an open mind 
to prove its benefits and not to decry it. 
The continuation of plucking beyond nor¬ 
mal periods and early start given to the 
cropping in the season do tend to increase 
crop in the earlier flush period. 

benefit not reaped 

It is not difficult to see that the full benefit 
of this is not now being reaped. The often 
repeated readymade answers of equatorial 
distances and shorter light days and cold 
temperaturcs/dry weather need to be for¬ 
gotten for a while for truthful and dedi¬ 
cated scientific approach in the overall 
national interest. It is only a matter of 
time whether we succeed in this direction 
or our next generation, which would mean 
saving from an avoidable loss the 
industry and the nation for a quarter of 
century, if not more. Agricultural Econo¬ 
mics Department (at TRA) started func¬ 
tioning from December 1974 on the recom¬ 
mendation of the 26th Biennial Tocklai 
Conference (1973) should include these 
points for study already covered by its 
objective clause which required study of 
econo nic aspects of various agricultural 
practices in operation in the tea estates of 
north-east India. 

By better factory management and 
upgrading of manufacturing techniques, 
the process of availability of tea can 
further be helped in following ways: 

(a) By improving the liquoring proper¬ 
ties so that more cups of tea are available 
per kg of dry lea. 

(b) By increasing the made tea to 
grccnleaf ratio by proper factory technique 
especially in withering process which will 
increase the total quantity of dry teas, 
and tea factories would thus assist in 
increasing the yield per hectare from tea 
fields. 

(c) In my opinion a lot of improve¬ 
ment in the tea drying techniques are 
necessary by research to obtain a modified 


drier which not only enhances the liqtior- 
ing property of tea but also perhaps helps 
in obtaining better (higher) made teas to 
green leaf percentage, all other things 
being equal. Fluid bed dryer from 
Colombo does shows a departure from the 
traditional dryer. 

(d) Another point suggested is whether 
tea can be dried at low temperature. 
Dehydration at low temperature may be a 
point for consideration. 

study overdue 

Scientific studies are perhaps overdue to 
further establish the finer points on 
specific influence of inlet and exhaust 
temperatures, volume of air, quantity of 
leaf spread on trays, the ideal perforation, 
run through time and relative speed ratio 
of the circuits. 

Bridging the communication gap and 
creating timely awareness with planters 
about unit-wise yield per hectare, month to 
month is important. Tea brokers in all sell¬ 
ing centres issue weekly reports summing 
up garden-wise sale performance of all 
gardens, for the week and todate for the 
year. This creates awareness and gene¬ 
rates better competition between all com¬ 
parable units. It is strongly suggested 
that in the same way, tea brokers or some 
other agency issue not only the monthly 
crops, estatewise, but also publish monthly 
(as well todate) yield per hectare for each 
estate. It is only the information about 
yield per hectare (and not merely the 
monthly crops) that generates the competi¬ 
tive spirit. 

Area-wise breakup of national targets: 
it is suggested that the national targets of 
crop-advances should be broken areawise 
and looking to the special circumstances 
of each area, their targets should be 
separately fixed. 

It is highly improbable that all tea areas 
or states arc likely to or expected to yield 
uniform increases in crop. Therefore, let 
the industry as well the Tea Board make a 
realistic approach to the estimated break¬ 
up of the targets set, whether it is for 1980 
or 1985 or 2000 AD and come out with 
yearly assessments reviewing the perfor¬ 
mance of every area focussing every one’s 
attention to shortfall in targets and 
suggest effective and timely measures to 
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deal with the situation and if necessary to 
recast the regionwise targets. 

While doing so, crop increases due to 
weather conditions in any region in any 
year (as is the case during 1976) should be 
discounted while compiling and compar¬ 
ing the crop results. Similar exercise and 
accounting should be done for adverse 
weather in any year anywhere so as not to 
get discouraged (for no fault in spite of the 
efforts earnestly put in). The breakup 
should also be made for expected crop in¬ 
creases due to replanting/or new planting 
areawise and analysis of crops achieved 
from existing areas should be assessed sepa¬ 
rately. The breakup should better be made 
district (arca)wisc taking into considera¬ 
tion the various local factors, conducive to 
growth or otherwise, adjustable to replant¬ 
ing/new planting possibilities and resources 
available. 

The concentration on improvement 
of units, in each area, yielding below the 
average of the area (district) by more than 
10 per cent is bound to bring much faster 
results. 

Replanting In specific areas: Replant¬ 
ing may be a greater national asset, if 
done in areas yielding lesser than the 
national average rather than in areas 
already yielding 1500/1800 kgs as district 
average and above. By the time the tea in 
later areas is uprooted, replanted and 
brought into full bearings to yield more 
than its uprooted yield of 1500/1800 kgs it 
is highly probable that the old yield of 
1500 to 1800 kgs with advance in techno¬ 
logy and management practices might very 
well reach 2200 kgs and above. This is 
therefore a very vital subject and needs a 
national level decision as well as direction. 

high yielding clones 

In my opinion, there is no doubt, that 
ultimately the higher yields are expected 
to come from the far greater use of high 
yielding clones. The selection of really 
high yielding clones therefore, becomes the 
factor of paramount importance. The pro¬ 
mising clones, released so far in any part 
of the tea-world are hardly the answer. The 
clones released during sixties cannot be 
expected to hold the same weight with our 
aspirations in changed seventies or eighties. 
Selection of high yielding clones has got 
to be a continuous process and any expen¬ 
diture in this line of science should always 


be extremely rewarding to the industry 
and to the nation. We have got to march 
with the time, if not ahead of it, lest the 
time will leave us behind. Let us attach 
more importance to and focus our attention 
on prospective opportunities rather than 
relying on patterns that were successful in 
meeting past problems. 

Under the circumstances now prevailing 
what would be a really high yielding 
clone? This is a 64 thousands dollar ques¬ 
tion that I ask myself. 

As we are aware, the industry in com¬ 
mercial production has been able to ob¬ 
tain yields of something like 3500 kg per 
hectare and above with plant population of 
6500 plants per hectare. Surely, in some of 
these fields, there are plants which are 
giving yields of about 4 times this average 
i.e. about 14000/15000 kg per hectare, more 
so, if the experience in rubber and other 
agricultural crops is any guide. 

new formulae 

Considering that all future planting will 
have to be much closer spaced than the 
present, to my mind, subject to corrections 
by scientists and fellow planters, we can 
use the formulae of 50 per cent extra crop 
for extra plants per hectare or for infil¬ 
lings. In other words any section or field 
planted with 4' x 4' spacing yielding 2000 
kg/hectare with 10 per cent vacancies, 
if infilled, should give more crop to the 
extent of not 10 per cent but only 50 per 
cent thereof i.e. 5 per cent to make 2000 kg 
or 2100 kg/hectare. The same applies to 
closer planting: 10,000 plants at 4x2$' 
as compared to conventional 6750 plants 
in old planting 4' x 4' yielding 2000 kg/ 
hect should give, other things including 
the planting material remaining the same, 
50 per cent of the extra crop based on 
increased plant population. This fact 
apart, the present highest yielding areas 
do have some vacancies and the present 
yield figures are therefore to be updated 
for any conception of a possible high 
yielding bush or bushes. Jt should there¬ 
fore be possible to think in terms of a 
100 per cent bush populated field of the 
suggested high yielding clone or clones 
with 4' x 2$-' spacing, with only 10,000 
plants per hectare, to theoretically yield 
something like 20,000 kgs/hectare on com¬ 
mercial scale and much more than 20,000 


kg/hect on experimental plots of one or 
two acres. 

It must be noted that any experimental 
plot of tea, for that matter any crop, in 
plots of 1 or 2 or 5 acres, for the reason 
of its getting special and best attention 
for its being experimental—not always 
possible on commercial scale—shall pro¬ 
duce about 20 to 25 per cent better result 
than the same raw material put on 
commercial scale—of 100-200 or 300 
acres. And therefore, any clonal selec¬ 
tion of tea on experimental trials must 
be capable of yielding around 24,000 kgs/ 
hectare to stand for a commercial figure of 
20,000 kg/hectare, and this high yielding 
clone should be the fore-runner of the 
very major break-through in crop poten¬ 
tial. 

It must also be recognised that high 
yielding does not necessarily mean to 
connote non-quality or below average 
quality or a filler. Nilgiris, Nilgiris 
Wynaad and Anamallais districts in south 
India respectively account for 34 per 
cent, 17 per cent and 42 per cent of the 
total south India crop and there are 
gardens in each of these districts from 
south India which are known for their 
high yields, mostly and consistently above 
2500 kgs/hect and at the same time known 
for their top bracket quality not only 
in their districts but in the whole of 
south India, Cochin brokers’ quality 
batting-order periodical statements bear¬ 
ing a documental testimony to this. 

top rankers 

There may be many estates as well in 
north which are top rankers in quality 
with substantially high yields. Conversely 
also it is common knowledge that there 
are gardens with the lowest productivity 
but producing the poorest of teas from 
those regions. The essence of quality, 
except the flavour, lies in the processing 
technology and the equipment. Scientific 
mind must therefore start its search for 
20000/24000 kgs/hect mother clone which 
once achieved would serve as a light house 
for all our long term targets in growth. 

Given a pragmatic follow-up of the 
humble suggestions made above about five 
per cent compound growth rate for short 
term and 10 per cent compound growth 
rate in long term may almost double the 
yields in a mere 15 or 7 years period. We 
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can well imagine the possibility of supply 
overstripping the demand but any coun¬ 
try coming to this position by resorting 
to higher productivity due to its lower 
cost of production can very easily dis¬ 
lodge the other countries continuing to 
follow orthodox methods of growth (as we 
all are now following) and survival of the 
fittest amongst the countries as well 
amongst the units within our own country 
would come to prevail. If that be so, the 
comparatively unremunerative units, 
ultimately yielding only 2000 kgs/hect or 
below in the context of 10 per cent com¬ 
pound growth rate, shall have to resort 
to other cropi for better utilisation of 
land in the overall interest of the nation. 
This, at present, of course appears to be 
an Utopian talk but with an open mind 
and creative approach in the present 
context of things the steps indicated above 
in my opinion are comparatively easy to 
implement. 

The work on this vital subject must 
therefore begin by locating and releasing 
high yielding clones from highest yielding 
sections and plots available in the highest 
yielding gardens in the country with a 
yield potential of 20,000 kgs per hect on 
commercial scale. 

What an incentive will such a clone give 


to the whole industry for uprooting and 
replanting can easily be understood and 
appreciated and therefore I throw this 
challenge to the research scientists of 
India to isolate and propagate such a 
clone or clones. This in my opinion is a 
matter of high national priority. 

Replanting: To isolate and release 
such potential clones may take some time 
for our scientists. It is therefore neces¬ 
sary in the intervening period to concen¬ 
trate on replanting, with the best material 
available as on date, in such areas which 
are below the national average. Replant¬ 
ing as we know has an added economic 
cost to the planter in the form of loss of 
crop plus the direct cost of Rs 30,000 to 
35,000 per hect. The present subsidy level 
of Rs 5000 per hectare is too low to act as 
an incentive. 

Also in the present context of the inter¬ 
nal resources available with the industry 
annual provision of Rs 45 to 50 crores 
for this purpose appears to be a need 
for government action at high level 
in various fields of taxation and loan 
advances so that the replantings can be 
taken up. 

The national seminar on tea has 
brought out the case for a national 
policy on land if further extension of tea. 


which is unavoidably necessary to achieve 
the crop levels desired, is to be done. 
Without the land being available adequa¬ 
tely and immediately all other exercises 
will fail. 

It is also my considered opinion that in 
addition to the existing five auction cen- 
ttes for tea in the country we should have 
further auction centres in Gujarat, 
Maharashtra, Rajasthan, UP and MP so 
that there is better appreciation of various 
qualities of tea that are available and can 
be used in the respective areas by the 
people who are really engaged in the trade 
of distribution of these teas. 

Tea is a perennial monoculture crop 
grown in very large areas under different 
agroclimatic conditions but it is the most 
organised agriculture in the country func¬ 
tioning adequately with an industrial 
system of satisfactory management and 
production system. Therefore it should 
prove not very difficult for public autho¬ 
rities interested in developmental planning 
to achieve the set targets of growth and 
marketing. They could counsel the industry, 
motivate them to work for desired and set 
goals by prudent approach in conserving 
the available resources including human 
talent, experience and organisation with 
proven records. 


Karim Nagar: magic, miracle or 

A Correspondent simply talk of the town 


While planning for backward areas, especially the rural poor, the 
author stresses the need for a “group approach to development". 
According to him, this is the only way in which we could help millions 
of idle hands now rusting in ths countryside to become productive and 
self-reliant in a short span of time. 


The Karim Nagar experiment has become 
the talk of the town. At any development 
seminar or intellectuals’ gathering, this 
name pops up as a panacea for mass 
poverty. Plainly expressed, the Karim 
Nagar experiment is the most concerted 
effort in transplanting resources, both of 
men and materials to a backward area. 
In other words, we are trying to create 
an industrial Hollywood, whose spread- 
effect would be limited to a very small 
tract but which is bound to create the 
illusion of a highly technological and 
affluent enclave. This point is fully sub¬ 
stantiated by the failure of massive invest¬ 
ment in the south-eastern region of the 


country which failed to radiate any 
significant socio-economic benefit or 
trigger off regional growth. While this 
region produces 90 per cent of the coun¬ 
try’s coal and steel, its per capita income 
is 50 per cent of the national average. 

How much have our public sector 
giants in the states of Bihar, West Bengal 
or Orissa benefited the local population? 
The futility of this exclusive reliance on 
industrialisation as a solution to our 
poverty problem is illustrated by Da’Costa 
in his study "Indian Destitution and 
Deprivation — The Changing Picture 
1960-61 to 1970-71”* In Maharashtra, 


the proportion of the urban poor went 
up from 39.5 per cent to 42.3 per 
cent and in West Bengal the rural 
poor increased from 23.4 per cent to 
46.3 per cent and urban poverty from 
27.0 per cent to 39.5 per cent. Earlier, 
Bhatty had shown in "Poverty and Income 
Distribution in India" that in 1968-69, 
the two most industrialised states, viz, 
Maharashtra and West Bengal had a per 
capita rural household income of Rs 347 
and Rs 361, (8th and 7th rank) respectively 
against the all-India average of Rs 364. 
Further that the per capita expenditure 
of these states was Rs 325 and Rs 311 
(6th & 8th rank), against the all-India 
average of Rs 333. 

This clearly goes to vindicate 
the contention that the percolation 
theory of large-scale industrialisation 
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has abysmally failed to ameliorate the 
lot of the masses especially the rural poor. 
That apart, have we ever reckoned with 
the social costs and the cultural shocks 
too of injecting the high-cost technology 
into an area like Karim Nagar which is 
still passing through the bicycle age? 
Until and unless the people of the area 
are educated and socially motivated into 
accepting these techniques, this techno- 
logy-transplant can throw out of gear 
the very fabric of the society wc are trying 
to transform. Herein lies the relevance of 
the warning of Ronald Robinson that this 
sort of experiment would be only creat¬ 
ing bastions of modern technology amidst 
squalor and destitution and that it leads 
to widening the gap between the rich and 
the poor. 

The CSIR in its report on the Karim 
Nagar project depicts the herculean 
effort put in by its scientists in preparing 
the geological, gcomorphological and 
gcohydrological maps as also the forest 
and soil surveys of the district using very 
sophisticated techniques such as aerial 
photo-interpretation etc. On the basis of 
these techno-cconomic studies. The CSIR 
has prescribed the following industries for 
the region: Egg powder plant; speciality 
paper plant; oil milling complex; straw- 
board unit; mini-steel plant; enamel- 
ware unit; groundnut hour plant; large 
tanning unit; wood carbonisation and 
Rice bran oil plant. 

some proposals 

No economic or financial details 
have been given of these schemes, save 
for the fact that some industrialists 
have come forward to invest in a few of 
these schemes. Now let us examine some 
of these proposals. An egg powder plant 
is going to cost over one crore of rupees. 
An earlier egg powder plant established by 
a large industrial house in the thick poul¬ 
try belt of Poona has not proved an out¬ 
standing success, as was expected by 
many and its spread effect too has not 
been very considerable. Similarly, the 
speciality paper plant, the strawboard 
unit or the mini-steel plant are all multi- 
million projects, where most of the men 
and materials will have to come from out¬ 
side the region, save for one or two basic 
raw materials found locally. Often, 


unskilled labour has to be imported from 
outside. 

To say this is not to belittle the earnest¬ 
ness of our scientists who have also come 
out with some admirably simpler solu¬ 
tions/suggestions to the problems that 
normally beset any backward area. These 
are: Pest-proofing of the empty gunny 
bags for storage of foodgrains, whicty 
will be safe for 6-9 months, costs only 10 
paise/bag, programme for the construc¬ 
tion of mud hutments with improved 
fire proof thatched roof; bio-gas plant 
— should be small as well as community 
type; sludge and sullage utilisation 
scheme for agriculture; citronella plan¬ 
tation — both cultivation and extraction 
of citronella oil; a low-cost labour-inten¬ 
sive scheme; sanitary chemicals — to 
manufacture chlorine ampoules and alum 
tablets should be a small plant; and a 
mini-rice mill to replace the hullers — 
capacity 500 kg/hour. One wishes that 
the CFTRI Mysore could come out with 
a smaller unit. 

lavish spending 

In all, over 100 schemes have already 
been taken up and some of those catering 
for the immediate needs of the people, 
such as drinking water supply, improved 
techniques for low-cost housing, installa¬ 
tion of wind-mill and biogas plants are 
indeed most welcome. But plans for 
lavish spending on the buildings and cons¬ 
truction programme cause grave concern. 
Various housing and building program¬ 
mes have been earmarked Rs 6.25 millions 
and another Rs 26.5 millions has been al¬ 
located for developing and improving 500 
km of roads jn the district. This callous 
attitude towards limited public resources 
needs to be checked immediately. 

Moreover, this excessive craze for the 
industrialisation of the Karim Nagar 
district has resulted in a lopsided situa¬ 
tion, as shown by the CSIR’s own apprai¬ 
sal. it admits that the much needed 
headway in agriculture, education and 
social services could not be' made. How 
naive has been the CSIR's approach can 
be judged by its admission that progress 
in agriculture has been lacking for want 
of inputs of expertise. Now, the 1CAR< 
is going to step in to correct this im-i 
balance, but one only hopes that it does 


not, Punjab-style, go for high-cost techno¬ 
logy. 

Of the two million people of the dis¬ 
trict, 90 per cent live in the villages and 
only seven per cent of the land is having 
irrigation facilities. Another 21 percent 
of the land area is covered with forests. 
This makes it amply clear that simple- 
crop husbandry will not redeem the situa¬ 
tion More emphasis will have to be laid 
on animal husbandry especially the cross¬ 
breeding of cows, sheep and goats, small 
poultry units of 100-200 birds each and 
forest-based cottage industry and village 
crafts. Of the latter, spinning and weav¬ 
ing can be a major plank of action. With 
scsamum, gingelly and groundnut being 
cultivated in the area, we can have a large 
number of oil ghanis, rather than big 
extraction plants. 

economic backwardness 

The economic backwardness of 
the district can be gauged from 
the fact that 683 small scale indus¬ 
tries employ 6200 persons and have a 
total turn-over of Rs 80 lakhs, i.e. nine 
persons each unit and the average turn¬ 
over of Rs 12000 per annum. To be a real 
organic development process, we must 
refashion our approach on the Japanese 
pattern of de\elopmcnt, which proclaims 
that each house is a factory. By creating 
myriads of petty production units in the 
countryside, wc will help solve the prob¬ 
lem of unemployment, especially disguis¬ 
ed unemployment in the rural sector. 

. In any area development programme, 
our endeavour must be to work for the 
concept of human viability and ensure that 
each and every man finds some gainful em¬ 
ployment. However, it is most regrettable 
that the Karim Nagar report makes no 
mention of the employment potential of 
these schemes anywhere. As it is, the 
job opportunity cost in a large industry 
conies to Rs 80,000 on an average and in 
a small-scale industry to Rs 12,000-15000 
per job. In this context, it is well to 
remember the warning of Dr. Schumac- 
ker th-t high-cost technology is not 
capable of solving the problem of poverty 
in the LDC’s. Rather it adds to the grow¬ 
ing hiatus between the rural poor and the 
elite, which could ultimately lead to 
serious social tensions in the country-side. 

> A more rational grass-roots ap- 
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proach, albeit lass-technology biased, to 
the problems of the backward areas should 
have included the following schemes 
which involve lesser capital, more labour 
and, above all, shorter gestation period. 
Basket making, cane, coir and palm leaf 
products, each needs Rs 500 loan-assistance 
for materials and consumption purposes 
for 2-3 months, which could be paid 
back within 1-1£ years. Limestone and 
soapstone or ore-quarrying are to be 
taken up on the basis of labour-coopera¬ 
tives. Consumption loans to be provided 
at Rs 100-150 pm. For the potters, shaila 
potters’ wheel costing Rs 1800 would 
help double their earn'ng to Rs 5-6 
per day. Improved oil ghanis by intro¬ 
ducing 2HP motor to the bullock driven 
ghani unit can raise the amount of seed 
crushed per day from 48 kg to 64 kg. It 
entails additional expenditure of only 
Rs 2500 but the income of an artisan can 
go up from Rs 250 to Rs 600 or more per 
month. For weaving of shawls, woollens, 
and carpets etc a househ' Id will need 
loan assistance of Rs 4500-5000 which 
can be repaid in 3-4 years and the weaver 
can then become fully self-supporting. 
Fibre and rope making. For hand-made 


papef unit' there is great demand es¬ 
pecially for exports and a small unit costs 
only about Rs 35,000 and will employ 
12-15 persons. Woodwork, toys and 
sports-goods making need loan assist¬ 
ance of Rs 1200-1500 only. Arrow- 
root and Catechu making offers good 
scope in many places in south India and 
need consumption loans ofRs 100-150 
per month. Glue and gelatin making, 
palm gur and palm products, grinding and 
processing of cereals and pulses and non¬ 
edible oilseeds, collection and oil extrac¬ 
tion, e.g. Mohwa, Neem, Karanja, Kusum 
and Sal etc. too have great potential. 

Besides these, for the small and margi¬ 
nal farmers, we can plan for vegetable 
and seed production with loan assistance 
of Rs 800-1000 each. This will ensure a 
net income of Rs 100-150 per month. 

While planning for the backward areas, 
especially the rural poor, we need an al ¬ 
together new orientation, i.e., group 
approach to development. This would 
mean group planning, group financing, 
group management and collective market¬ 
ing and processing. That is the only way 
we could help millions of idle hands, now 
rusting in the countryside, to become 


productive and self-reliant in a short 
span. Thus, in the words of Nurkse, 
this unemployed labour force cun become 
our vast saving potential and consequent¬ 
ly a valuable capital asset with judicious 
planning. Failing this, we will just be 
trying the hit-and-miss tactics of western 
planners and, in the context of village- 
India, our planning process will for ever 
remain a sisyphean task. 

It is high time that we took heed 
of the concepts of the new economics 
and changed our planning methodology 
from the GNP-orientation to the 
techniques of Gross Social Welfare. Only 
that way we can bring redemption to 
over 300 semi-starving Karim Nagars 
in the country. Let our scientists be not 
concerned only with what is technically 
attractive. They must also learn to reckon 
with what is readily acceptable and also 
conveniently feasible. More than Dr 
Schumacker’s Appropriate Technology and 
Marsden’s Progressive Technology, what 
India needs is its own brand of rural 
technology which takes up and upgrades 
the existing tools, skills and endowments 
of the region and wherein the job costs 
do not exceed Rs 3000 to Rs 5000 each. 


Sheep farming in Haryana: 

Hard.v Singh Australia lends a hand 


Even though India is world's sixth biggest sheep rearing country, the 
average annual yield per sheep is hardly 0.9 leg as compared to 5 kg 
given by Australian Corriedale* The author gives the impressions 
of his visit to the Hissar sheep farm, one of the biggest in Asia, run 
with Australian collaboration under the Colombo Plan. 

maintains today nearly 7,000 corriedale 
sheep. The number is gradually to be 


Nearly 20 kilometres from Hissar, on 
the Hissar-Chandigarh highway, the typi¬ 
cal landscape of wheat-growing holdings 
of various shapes and sizes turns into 
large square pastures of lucerne and oats 
where Australian sheep graze in large 
llocks. Tall eucalyptus trees line the 
roads that run through these pastures to 
take you to the administrative office of the 
Indo-Australian sheep) breeding project. 

This location was selected by a team 
from the Department of Agriculture of 
the Australian State or New South Wales 
keeping in view the proximity of Hissar 
to Delhi, ideal soil and topography and 
easy access to canal irrigation water. 

One of the biggest in Asia, the sheep 
farm is spread over 7,500 acres and 


doubled in due course. Mr A.K. Basu- 
thakur, director of the project, explained 
that the project maintains and develops a 
large scale farm for breeding and rearing 
Australian carriedale, an idea! dual pur¬ 
pose sheep providing high quality wool 
and meat. Large numbers of acclimatised 
pure corriedale rams bom and brought 
up in India are being made available to 
various central and state sheep breeding 
centres. Here they are crossed with Indian 
ewes to produce half-bred rams, which 
are hardy and disease-resistant. These 
then go to the villages to upgrade the 
local stock. 

. Crossing the Australian and Indian 


strains produces a sheep with a denser, 
heavier and finer fleece and large frame, 
but retaining the hardiness of the Indian 
breeds. It can survive the local environ¬ 
ment and yield more for the Indian sheep 
owner. The dual purpose nature of the 
Australian corriedale makes it ideal for 
improvement programmes in India as it 
can boost production of both mutton and 
wool. 

The urgent need for such upgrading of 
flocks in India is illustrated by the fact 
that being the world’s sixth biggest sheep 
rearing country, the average annual wool 
production per sheep was 0.9 kg. The 
Australian corriedale produces 5 kg. More¬ 
over, most of the Indian wool clip is suit¬ 
able mainly for carpet making. Upgrad¬ 
ing the flocks means good quality wool 
for ihe Indian textile industry. In terms 
of body weight, an Indian sheep produces 
about 12 to 17 kg of mutton after one 
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HMT can cut itself down to size 



Though HMT has made 
India‘S largest-ever hydraulic 
press—a 2000-ton giant—it 
takes special pride in meeting 
the specific needs of 
customers for smaller 
presses. 

Be it a simple gap press or a 
complicated double action press with 
cushion and other sophisticated 
accessories—HMT can tailor the 
presses to meet your needs. 
Performance, durability, long life, 
economy—all these advantages are 
yours with the HMT range of Hydraulic 
Presses. When you choose HMT 



Presses, you are assured of modern 
design features, high quality materials 
and excellent workmanship. 

For further details, write to: 

HMT Limited, Hyderabad 500 854 
OR to our Regional Offices at 
Bombay, Calcutta. Delhi and Madras. 


Marketing Division 
36 Cunningham Road, 
Bangalore 560 062. 



SAA/HMT/2485 
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year. The Australian corricdate yields 18 
to 25 kg of meat after four to six months. 

Mr Basuthakur revealed that, in the 
early stages, the farm posed seemingly 
insurmountable problems of high lamb 
mortality in summer from disease and 
predators. This was successfully reduced 
by the use of antibiotics and accomoda- 
tioning the animals in sheds. Moreover, 
ewes in late pregnancy and ewes with 
young lambs were segregated from each 
other and from other animals and given 
first priority for fodder. Those sheep 
with high nutritional priority were grazed 
on legume pestures or crops in preference 
to cereals or grasses. Lambs are now 
brought to shelter with their mothers 
within t’.e first few hours, irrespective of 
time of birth. Secondly lambs are kept 
in individual pens with their mothers for 
the first three to four days of life. 

extension programmes 

In 1974 the project expanded its objec¬ 
tives to include some crossbreeding with 
Indian sheep on the site, not to send out 
crossbred lambs but to understand the 
first hand experience with the problems of 
crossbreeding. This was likely to result 
in better planning of the project’s ex¬ 
tension programmes. A workshop on 
exotic sheep management held at the pro¬ 
ject in January 1975 was the first oppor¬ 
tunity given to managers of other exotic 
sheep farms to inspect the Indo-Austra- 
lian project and discuss their common 
problems of management. The conclu¬ 
sions and recommendations from this 
workshop provided a firm technical basis 
for future training courses. In fact an 
FAO expert considered this project as 
a useful place for the training of freshers 
from various Asian countries in sheep 
management. This was considered to be 
a better place for training than Australia 
or European countries where the climate 
was entirely different from the Asian 
countries from where the trainees came. 

The process of sheep shearing has also 
been improved so as to avoid incor¬ 
rect cutting of wool. When the frst shear¬ 
ing was held at the project the majority of 
the 1,000 sheep were shorn by visiting 
New Zealand shearers. The annual course 
in mechanical sheep shearing, which has 
been held at the project since 1971 has, 

eastern economist 


however, trained many Indians for the 
task. In 1976 the majority of the 5,000 
sheep were shorn by four project trained 
Indian shearers. These men were each 
capable of shearing more than 100 sheep 
per day, a performance equal to an ave¬ 
rage Australian shearer. The farm at 
present is training fresh shearers from 
various states in batches of 20 to 30 
under Mr Brian Morrison who is an inter¬ 
national record holder in sheep shearing. 
In a personal demonstration he could 
shear each sheep in nearly one minute, 
thereby showing his capacity to shear 
nearly 400 sheep in a single day. 

A massive programme of Jand reclama¬ 
tion, irrigation and pasture establishment 
has been taken up at the site under the 
leadership of Mr W.J. Watson, chief of 
irrigation management. The first pro¬ 
gramme of preparing an area of 1600 
acres of irrigated land has been complet¬ 
ed. The entire work of levelling and 
making channels was accomplished with 
machinery provided by the Australian 
government. The water for irrigation is 
received from two canals adjacent to the 
farm and is distributed to various pastures 
through 40 kilometres of irrigation chan¬ 
nels constructed within the project. 

Perennial pastures are gradually repla¬ 
cing annual crops as the source of fodder 
on the farm. Each new developed area is 
subject to two to three years of seasonal 
fodder cropping to allow time for minor 
corrections to irrigation layout before 
committing the area to pasture Oats and 
berseem clover in winter and millet and 


cowpea in summer are the main annual 
fodder crops grown. Of the perennial 
pasture species used, lucerne gives the 
greatest supply of high quality fodder. 
Lucerne grows at its best during the 
spring and summer. The surplus growth 
during this period is converted into hay 
and stored for use during the periods of 
lesser growth. Crops of grain oats are 
also grown to supplement the supply of 
stored fodder. 

The 1603 hectares of rainfed pasture, 
which are in the process of being prepar¬ 
ed will serve as a good testing ground 
for new methods of range land reclama¬ 
tion. The fenci g of this area has already 
provided a unique opportunity for obser¬ 
vations on the performance of native spe¬ 
cies when free from overgrazing. 

This project was conceived under the 
Colombo Plan and its cost is shared by 
the Indian and the Australian govern¬ 
ments. This country has provided the 
land, irrigation water and permanent 
improvement including boundary fencing 
and buildings. The wages paid to Indian 
experts and staff also come from the 
Indian government. The Australian 
government is contributing sheep, machi¬ 
nery and technical personnel to the pro¬ 
gramme. Nearly half a dozen Australian 
technicians have gradually trained a num¬ 
ber of Indians who can take over all 
important positions in the next few years. 
The success of the project is the result 
of the shared enthusiasm and competence 
of the Australian and Indian technicians 
at the site. 
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ADB loans in 1976 


The tenth annual meeting of the Board of Governors of the Aslan 
Development Bank will be held in Manila from April 21 to April 23 t 1977. 
Mr Taroichi Yoshida t former vice-minister of Finance for International 
Affairs , government of Japan has taken over as president of the Aslan 
Development Bank from Mr Shiro Inoue with effect from November 24, 
1976. 


The Asian Development Bank’s activities 
in 1976 showed a further increase of 
17-1 12 per cent in total lending. 

The Bank took important steps during 
the year for raising additional resources 
from member governments and the 
international capital markets. 

The Bank’s activities during the year 
were also marked by continued emphasis 
on projects with social significance and 
increased resort to co-financing arrange¬ 
ments in assisting relatively large 
projects. 

The total loans approved during the 
year were 8775.90 million as compared 
with $660.31 million in 1975. Lending 


The Bank’s technical assistance to 
developing member countries and regional 
activities during 1976 totalled $5.43 
million as compared with $7.0 million 
in the previous year. These amounts 
included financing by the United Nations 
Development Programme of $1.74 million 
in 1976 as against $2.84 million in the 
preceding year. The decline was attribut¬ 
able to a number of factors including the 
financial difficulties faced by the UNDP 
which led to a temporary reduction in the 
scope of collaboration between the two 
agencies in technical assistance activities, 
unavoidable delays in development pro¬ 
gramming and revision of development 


WINDOW 

ON 

THE WORLD 


from the Bank’s ordinary capital 
resources amounted to $540.04 million, 
an increase of 9.3 per cent over the 
previous year. Loans from the Special 
Funds resources to the Bank’s poorest 
member countries were up by 41.9 per 
cent to $235.86 million. 

The substantial increase in concessional 
loans reflected partly the Bank’s efforts to 
make up the shortfall in the previous year 
and the normal growth in the tempo of 
lending following additional contributions 
to the Asian Development Fund. 

The average size of Bank loans 
recorded a further substantial increase 
from $16 million in 1975 to $21 million in 
1976. 

The total loan approvals at the end of 
1976 were $3,359.47 million comprising 
$2,464.78 million in ordi ary loans and 
$894.69 million in concessional loans. 


programmes in certain countries. At the 
end of the year, the Bank was involved in 
214 national and regional technical assis¬ 
tance projects at a total cost of about 
$34.64 million, including UNDP funding 
of $7.97 million. 

The Bank’s financing activities in 1976 
were evenly distributed among four major 
sectors — agriculture and agro-industry 
(25.9 per cent), industry (26,3 percent), 
public utilities (26.3 per cent) and trans¬ 
port and communications (21.5 per cent). 
There was no lending in the education 
sector in 1976, but a loq,n proposal for 
an engineering education project in the 
Philippines was in an advanced stage of 
consideration at the end of the year. In 
addition, Bank technical assistance for a 
technical education project in Nepal may 
pave the way for another such loan in 1977. 
The integrated area development 


approach, which has been a special 
feature of several Bank projects in the 
agricultural sector, was further strengthen¬ 
ed with the incorporation of new elements 
of economic and social significance to the 
rural areas. A Bank-financed rural deve¬ 
lopment project in northwestern Bangla¬ 
desh, for instance, includes, aside from 
traditional aspects of irrigation and 
supporting facilities, pilot schemes for 
rural industries and rural education, pro¬ 
vision for organisation of rural women 
and youth through selected economic 
activities and facilities for improvement 
of health and family planning services in 
the project areas. 

A package of six rural development 
projects in Papua New Guinea involve 
such diverse aspects as construction of 


US completes Its subscription 

The United States subscribed to 
2,000 additional shares of the paid-in 
capital stock and to 8,000 additional 
shares of the callable capital stock of 
the Asian Development Bank during the 
final quarter of 1976. 

This brings the United States subs¬ 
cription under the first general capital 
increase to 30,000 shares and completes 
the Unite! Spates subscription under 
that increase. 

The total United States subscription 
to the capital stock of the Bank as of 
December 31, 1976 amounted to $603.2 
million, the same as that of Japan. 
Japan and the United States were the 
largest subscribers to the original capi¬ 
tal stock of the Bank. 


roads, sta<T housing, school building, 
community center, establishment of a 
buffalo breeding herd, promotion of 
inland fishing, agricultural research and 
strengthening of agriculture and nutrition 
education. 

Other Bank loans in the agriculture 
sector were made for fisheries, seeds and 
beef cattle development. 

Bank assistance to medium and small- 
scale industries through lending to 
national development banks was main¬ 
tained at a high level. Support for large- 
scale industries included a loan for a 
coal development project in the Republic 
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of Korea and another for a cement plant 
in Nepal. 

Nearly one-half of Bank lending during 
the year was directed at strengthening 
the infrastructure facilities of nine deve¬ 
loping member countries in such areas as 
power development, water supply, roads, 
railways and ports. 

Gilbert Tslands and Solomon Islands 
received their first loans from the Bank 
during the year. 

The Bank continued financing, in suit¬ 
able cases and to a limited extent, a 
portion of the local currency expendi¬ 
tures of Bank-assisted projects by lending 
foreign exchange. The total amount of 
such local cost financing approved in 1976 


for five projects was S19.1 million— 
92 million from ordinary capital re¬ 
sources and Si7.1 million from special 
funds. 

Co-financing arrangements were made 
in seven major projects in 1976 as against 
three in 1975. In assisting the seven 
projects with a total cost of 5570 million, 
the Bank provided 5202 million and 
other sources 5121 million of foreign 
exchange financing. It is also significant 
that for the first time two commercial 
banks participated in the co-financing 
arrangements for a water supply project 
in Singapore and a power project in the 
Philippines to the extent of 513 million. 

The Bank also approved a cooperative 


arrangement with the European Economic 
Community during 1976, under which the 
latter will provide the equivalent of 
$1,875,000 on a grant basis for the ADB’s 
technical assistance operations in several 
developing Asian member countries of 
the Bank. 

Disbursements under Bank loans 
amounted to 5284.9 million for ordinary 
loans and 577.0 million for special funds 
loans in 1975 as compared with 5263.4 
million and 563.3 million, respectively, in 
1976. The decline in 1976 was attributable 
to the exceptionally high level of disburse¬ 
ments in 1975 (disbursements nearly 
doubled that year), larger cancellations 


Table 1 

Loan Approvals by Country and Source of Funds : 1968-76 


(Amounts in 5 Million) 




1975 



1976 


Cumulative (1968-76) 

Country 

Ordinary 

loans 

Special 

funds 

loans 

Total 

Ordinary 

loans 

Special 

funds 

loans 

Total 

Ordinary 

loans 

Special 

funds 

loans 

Total 

Afghanistan 

_ 

_ 

_ 


24.80 

24.80 

— 

58.85 

58.85 

Bangladesh 

— 

51.63 

51.63 

— 

53.50 

53.50 

11.40 

178.88 

190.28 

Burma 

— 

31.40 

31.40 

— 

45.90 

45.90 

6.60 

106.10 

112.70 

Cambodia 

— 

— 

— 

— 

— 

— 

— 

1.67 

1.67 

China, Republic of 

— 

— 

— 

— 

— 

— 

99.99 

— 

99.99 

Fiji 

— 

— 

— 

— 

— 

— 

6.70 

— 

6.70 

Gilbert Islands 

— 

— 

— 

— 

1.75 

1.75 

— 

1.75 

1.75 

Hong Kong 

20.00 

— 

20.00 

— 

— 

— 

41.50 

— 

41.50 

Indonesia 

78.25 

— 

78.25 

109.34 

— 

109.34 

263.27 

113.28 

376.55 

Korea, Republic of 

Lao People’s 

101.50 

— 

101.50 

114.00 

— 

114.00 

547.60 

3.70 

551.30 

Democratic Republic 

— 

— 

— 

— 

— 

— 

— 

11.69 

11.69 

Malaysia 

47.60 

— 

47.60 

42.00 

— 

42.00 

290.56 

3.30 

293.86 

Nepal 

— 

16.83 

16.83 

— 

44.30 

44.30 

2.00 

99.84 

101.84 

Pakistan 

63.00 

34.00 

97.00 

62.80 

32.80 

95.60 

297.97 

132.85 

430.82 

Papua/New Guinea 

— 

— 

— 

— 

21.24 

21.24 

— 

35.54 

35.54 

Philippines 

106.00 

— 

106.00 

116.20 

— 

116.20 

448.85 

15.30 

464.15 

Singapore 

— 

— 

— 

23.60 

— 

23.60 

124.98 

3.00 

127.98 

Solomon Islands 

—i 

— 

— 

— 

3.57 

3.57 

— 

3.57 

3.57 

Sri Lanka 

_ 

30.00 

30.00 

— 

5.00 

5.00 

14.13 

61.71 

75.83 

Thailand 

77.70 

— 

77.70 

72.10 

— 

72.10 

305.30 

8.10 

313.40 

Tonga 

Viet Nam, Socialist 

— 

— 

— 

— 

— 

— 

— 

1.30 

1.30 

Republic of 

. — 

— 

— 

— 

— 

— 

3.93 

40.67 

44.60 

Western Samoa 

_ 

2.40 

2.40 

— 

3.00 

3.00 

— 

13.59 

13.59 

Total 

494.05 

166.26 

660.31 

540.04 

235.86 

775.90 

2,464.78* 

894.69 

3,359.47 


* Excluding three loans totalling $1.35 million approved but incorporated in subsequent loans. 
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B»nk reduce* interest rates 

The Board of Directors decided hi November to reduce the staudard interest 
rate oo loans from the Bank’s ordinary capital resources from 9.10 per cent per 
annum to 8.90 per cent per annum. 

The lending rate to borrowers from developing member coun'ries, whose per 
capita gross national product exceeded US$850 per annum at the end of 1972, 
was also reduced from 9.70 per cent per annum to 9.50 per cent per annum. 

The reduced lending rates followed an improvement in borrowing conditions 
in the world’s capital markets in relation to the Bank’s operations, and have 
been applied to ordinary loans approved on or after October 1, 1976. 

Loans made from the Bank’s Special Fund j resources continue to carry only 
a service charge of one per cent per annum, with repayment over 40 years, includ¬ 
ing a 10-years grace period. 

__' 

Tabie 111 


of loans and the suspension of the loans 
to the former Republic of Vietnam. 

The Bank borrowed a record amount 
of $528.8 million equivalent from the 
international capital markets during 
1976, a rise of 63.8 percent over the 
borrowings in the preceding year. The 
amount borrowed during the year repre¬ 
sented a substantial increase over the 
original borrowing target of $400 million 
for the year. The borrowings in 1976 
were in the Federal Republic of Germany, 
Japan, the Netherlands, Saudi Arabia, 
Switzerland, United Arab Emirates and 
the United Slates. A two-year dollar 
bond sale totalling $50 million was also 
made to 24 of the Bank’s regional and 
non-rcgional member countries. 

The Board of Governors decided in 
November to increase the authorized capi¬ 
tal from $3,707 million to $8,711 million 
—an increase of 135 per cent. It was 
considered necessary to ensure that the 
increase became effective before the end 
of 1977 in order to enable the Bank to 
continue its ordinary lending operations 
at an appropriate level in 1977 and in 
the years beyond. 

Aside from the proposed general capital 
increase, two non-regional members- 
Canada and the Federal Republic of 
Germany—enlarged their participation in 
the Bank's capital stock through spcc ? al 


capital increases. Canada’s capital subs¬ 
cription was increased by $ 156.3 million 
and the Federal Republic of Germany’s 
by $89,1 million. 

The Board of Governors passed a reso¬ 
lution in December 1975 covering a 
proposed replenishment of the Asian 
Development Fund totalling $830 million, 
to be provided over a three-year period 
commencing in 1976. The replenishment 
became effective on June 28 when total 
contributions received by the Bank had 
exceeded the ‘‘trigger” figure of $475 
million. This resulted in the release of 
first instalments, equal to one-third of 
such total contributions. However, fur¬ 
ther conditions must be met before the 
Bank can obtain the release of the second 

Table 11 


Loan Approvals: 1968-76 

(Amounts in $ million) 


Year 

Ordinary 

loans 

Special 

funds 

loans 

Total 

loans 

1968 

41.6 

_ 

41.6 

1969 

76.1 

22.0 

98.1 

1970 

211.9 

33.7 

245.5 

1971 

202.5 

51.5 

254.0 

1972 

221.8 

94.3 

316.1 

1973 

303.3 

118.2 

421.5 

1974 

374.8 

172.9 

547.7 

1975 

494.1 

166.3 

660.3 

1976 

540.0 

235.9 

775.9 

Total 

2,464 8* 

894.7 

3,359.5 


’‘‘Excluding three loans totalling $1.35 
million approved but incorporated in 
subsequent loans. 

instalment which is needed to support 
lending operations in 1977. 

At the end of 1976, the total resources 
in the Asian Development Fund amounted 
to $899.3 million and in the multipurpose 
special fund $17.4 million. Of this, 
$894.0 million had been committed by 
way of special funds loans, leaving a 
balance of $22.7 million, excluding 
accumulated net income, repayments and 
exchange adjustments on loans. 

Contributions to the technical assis¬ 
tance special fund during the year 
amounted to $4.4 million. The total 
contributions to the fund amounted to 
$23.7 million at the end of the year, of 
which $12.8 million had been utilized 
in the Bank’s technical assistance 
operations. —ADB Quarterly Review 


Loan Approvals by Sector: 1968-76 

(Amount in S million) 

Sector 1^75 1976 Cumulative 

1968-76 




Amount 

n/ 

/« 

Amount 

y 

/a 

Amount % 

1. 

Agriculture & agro¬ 
industry 

245.86 

37.23 

200.89 

25.89 

789.75 

23.51 


A. Agriculture 

98.73 

14.95 

198.39 

25.57 

545.28 

16.23 


B. Agro-industry (other 
than industry) 

147.13 

22.28 

2.50 

.32 

244.47 

7.28 

2. 

Industry (other than 
Agro-Tndustry) including 
development banks 

128.50 

19 46 

204.50 

25.36 

778.47 

22.99 

3. 

Public utilities 

189.90 

28.76 

203 95 

26.28 

1,111.52 

33.09 

4. 

Transport & communi¬ 
cations 

81.55 

12.35 

166.56 

21.47 

658.13 

19.59 

5. 

Education 

14.50 

2.20 

— 

— 

27.60 

0.82 


Total 

660.31 

100.CO 

775.90 

100.00 

3,359.47 

100.00 
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WINDOW ON THE WORLD 


Economic recovery in the 

era of international cooperation 


Yasuo Oki, general manager of Mitsubishi Corporation’s Corporate Com¬ 
munications Office and concurrently editor of its Tokyo Newsletter, 
discussed with Mr Masaki Nakajima, president of Mitsubishi Research 
Institute, Inc., the prospects of the economy this year . The discussion 
is presented here by courtesy of Tokyo Newsletter . 


Oki : The economic gap between 
nations, between industries, and between 
companies in the same industry has been 
widening recently and is becoming a 
major global problem.... 

Nakajima: when 1 toured several 
countries in western Europe recently, I 
received the impression that such a gap 
was being created even in western 
Europe. There is a tendency for the dis¬ 
parity in economic power to widen when 
the world economy is going through a 
phase of unstable low growth. There pro¬ 
bably are many reasons which give rise 
to such a phenomenon. In my observa¬ 
tions in Europe this time, three reasons 
seemed to stand out most strongly. They 
were class struggle, nationalism and 
pampered democracy. These three factors, 
moreover, are common in differing degrees 
to the North-South problem and in the 
problems of the EC, the US and Japan. 

Oki: Internationally, Japan has been 
graded as an honour student in the way 
she has handled her economy in the midst 
of the worldwide inflation. However, 
Japan might not gain acceptance by the 
world if she were to stick only to getting 
high marks as an honour student. 

Nakajma : Japan must fulfill her 
international responsibilities in the inter¬ 
national environment surrounding her. 
In determining her economic policy, 
Japan must base her thinking on how she 
can contribute to the recovery of world 
business. 

Oki: I understand that Mitsubishi, 
Research Institute has drawn up a forecast 
of Japan’s real economic growth rate fur 
the ten years from 1976. The forecast is that 
the real annual growth rate will average 
5.2 per cent, with the average growth 


rate in the first five years being 5.3 per 
cent and the average in the last five years 
5.1 per cent. 

Nakajima: In the past, Japan was 
apt to emphasize speed in thinking about 
economic growth. We believe that a z.ig- 
zag growth consisting of excessively rapid 
growth and sudden downslide has created 
domestic problems and generated frictions 
in the world. Even when the growth is 
slow, if it is stable there would not arise 
any problems. 

Up to now. the US has been pulling 
the world towards recovery, but it does 
not seem that her growth rate will reach 
the expected level. With the unemploy¬ 
ment rate at eight per cent, the new US 
administration will have to adopt some 
stinulative measures. Affected by the poor 
business in other EC countries, business 
in West Germany, loo, is not going so 
well. 

In Japan’s case, it appeared at one 
tini- that business would recover as a 
consequence of active exports- But lately, 
exports have come to an impasse and, as 
a result, business recovery has siowed 
down. On top of that, other countries 
arc now demanding that Japan hold back 
on her exports. 

Oki: The EC is an already established 
economic entity, but it has many internal 
problems such as those concerning un¬ 
employment, currency and balance of 
international payments. Therefore, if 
Japan should expand her exports, insist¬ 
ing only on free competition, the Euro¬ 
peans fear that their established social 
order would be undermined. 

Nakajima: If Japan is to avoid gene¬ 
rating friction by her exports, she would 


have to make efforts to sell her products 
at the same price as similar goods manu¬ 
factured in the importing country. 

Because of their high quality, many 
Japanese products would sell even at a 
higher price than local products. By 
doing so, even if wc do not increase the 
volume of exports, we would be able to 
cam enough additional foreign exchange 
to cover the increase in the price we 
would have to pay for crude oil. Japan 
and the US solved in the past a similar 
problem that cropped up between them. 

On my trip to Europe, 1 had a talk with 
the French federation of economic orga¬ 
nizations. It seems that there is reason 
in half of what the Japanese say and 
in half of what the French insist on. If 
both sides should insist only on their 
respective stands, it would not be possible 
to expect expansion of world trade. It 
will also have a negative effect on the 
Free World as a whole. Competition 
should be conducted on a mutually sen¬ 
sible plane. 

At any rate, in Japan’s case, if exports 
fail to grow she would lose the prop for 
economic recovery In addition, domes¬ 
tic investment in plant and facilities has 
Tailed to recover to the extent hoped for. 
The United States is in about the same 
position as Japan is. If the economy 
should continue in the present way, busi¬ 
ness in Japan in 1977 would not be so 
good. 

At a time like the present, there is an 
even greater need for those who manage 
the government to make efforts to solve 
the problem from the domestic and inter¬ 
national standpoints. If a Third World 
summit conference should be held, pres¬ 
sure will surely be applied on the US, 
Japan and West Germany to adopt mea¬ 
sures for the stimulation of business. 
Japan would probably take measures to 
stimulate business in the second half of 
1977. If she does not do so, not only th e 


EASTERN ECONOMIST 


347 


FEBRUARY 25, 1977 



Japanese but the world economy might 
decelerate. 

Oki: Through most of last year, eco¬ 
nomic issues were not discussed much 
in the Diet (Parliament) mainly because 
of the Lockheed pay-off scandal. From 
now on, Japan will have to take the 
initiative where domestic and international 
problems converge. 

Nakajima: The measures taken by 
Japan's fiscal and monetary authorities 
seem too often to be always one step 
behind. The fiscal authorities say that 
tax reduction is not possible because 
there is no other source of state revenue. 
But, a tax cut would mean at the most a 
decrease of about one-thirtieth. If a 
drastic tax cut were carried out and 
should result in business recovery, it 
would all conic back in the following year 
in the form of increased tax revenue. I 
hope that our government leaders would 
take measures which are one step ahead 
of events. If such measures materialise, 
the Japanese economy would recover in 
the second half of the year. It is a good 
chance for Japan to win international 
recognition as having contributed to the 
world economy. 

The earnings ratio of domestic enter¬ 
prises has declined and there is a con¬ 
spicuous limping phenomenon. Things 
like this, too, will have to be solved one 
by one. 

Other countries are making an issue 
out of the surplus in Japan’s balance of 
international payments. However, they 
should not forget that Japan has an 
annual deficit of $5,000 million —$6,000 
million in her invisible trade account. 
This keeps down the margin of surplus in 
the overall account. 

Oki: In forecasting Japan’s economy, 
it would be necessary to take into account 
the possible policies which the new US 
president might take. 

Nakajima: When he was selecting 
his vice-presidential running mate, 
Mr Carter displayed a very minutely 
thought-out strategy. Judging from this 
fact, 1 would say that he would probably 
not resort to risky and adventurous 
measures. But, he will probably adopt a 
policy which places emphasis on business 
recovery rather than on prices. After all, 


he made an election promise with respect 
to unemployment and would have to 
place emphasis on business recovery. 

In my view, the unemployment rate is 
beginning to lose its significance through¬ 
out the world as a business indicator. 
This is because today, unlike in the days 
when social welfare was inadequate, close 
to 90 per cent of the income is guaranteed 
even when one becomes unemployed. 

Oki: There is quite a bit of apprehen¬ 
sion about the new hike in crude oil 
price and its repercussions. 

Nakajima: If there should arise a 
situation in which there is a quantitative 
shortage of oil, its effect would be enor¬ 
mous. But at the present stage, it is not 
expected that a worldwide oil shortage 
would occur. 

Even if the crude oil price was raised, 
if the increase margin is small, we would 
be able to cope with it. In Japan’s case, 
it is possible to economise in oil consump¬ 
tion by about five per cent. The countries 
of west Europe are taking very severe 
energy-saving measures. For instance, 
their economising is so severe as to install 
a device in lavatories so that the light 
would not switch on until a person enters. 
When that is considered, Japan still has a 
lot of room for economising. In fact, 
at the time of the first oil crisis, the oil 
supply was cut by 10 per cent, but that 
did not cause a drop in industrial pro¬ 
duction. 

Oki: What are the characteristics of 
the Japanese which make them interna¬ 
tionally strong? 

Nakajima: After touring the coun¬ 
tries of western Europe, I became keenly 
aware that Japan’s strength lies in the 
fact that her trade unions are organised 
on a company basis. A leader of America’s 
AFL-CIO once said: “All Americans love 
capitalism. But they hate capitalists. In 
Japan, unionists arc forever spouting 
socialism. Yet, they arc on very good 
terms with the management”. 

This is a big feature of the company 
trade unions of Japan. The trade union 
in France is opposed to participation in 
management except in the form of auto¬ 
nomous supervision. Their reason is 
that they are absolutely opposed to parti¬ 
cipation in management which might be 


disadvantageous when they want to stage 
a strike. 

The sense of solidarity seen in labour- 
management relations in Japan is due larg¬ 
ely to Japan’s homogeneous society which 
is the result of racial homogeneity and 
homogeneous language. Moreover, there is 
no other country where there is as much 
class mobility as in Japan. Therefore, in 
today’s Japan, it can be said that a class 
system based on social status is almost 
non-existent. This social characteristic 
plays a big part in fanning the Japanese 
people* zeal for work. 

Recently countries which have highly 
developed social welfare and a high bur¬ 
den of contribution, such as Sweden, arc 
being troubled by workers taking vaca¬ 
tions at will. In other words, people in 
such countries tend to play more and 
work less. 

Therefore, I believe that we should 
make as our objective a highly develop¬ 
ed welfare society in which people work. 
Plenty of welfare without work is not 
good. Man cannot make effective use of 
resources unless he works. But people 
now expects more welfare benefits without 
labouring. 

Oki: Welfare with work is welfare that 
makes life worthwhile. If welfare means 
getting as much money as one can, it will 
eventually lead to an increase in suicides 
of the aged and to many other problems. 

Nakajima ■ Fortunately in Japan, 
many people feel that work makes life 
worthwhile. As long as there are many 
Japanese who think that work makes life 
worth living, the Japanese economy will 
not lose its vitality. 

Oki: Thank you very much for your 
views. 

r -\ 
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What precisely is this 

Janta party? Nobody seems to know for 
sure. Some see in it a mummy from the 
past, dug out of the grave of that ill- 
starred grand alliance on the eve of the 
“great split”. Others hail it as “the 
resurrection and the life”, a star in the 
east, a god-child of the future. To some, 
again, the Janta party is a chariot drawn 
by lily-white Arabs. To others it is a 
creaking wagon hitched to bullocks 
going their different ways. There are 
also those who find it a ramshackle con¬ 
traption dragged in all directions by 
donkeys. Beauty, it is said, lies in the eyes 
of the beholder. Variety results whenever 
there are more beholders than one. 

Talking of the Janta party, I had a 
semi-public discussion or debate with 
Mr Subramanian Swamy quite some time 
ago. This was in Lucknow and the subject 
was family planning. Mr Swamy was 
‘against' and 1 ‘for*. One of his main 
arguments was that the larger the number 
of children born in India the brighter the 
chance of Indians winning the Nobel 
Prize. In other words he was not for 
potential geniuses being vasectomised out 
of existence. Mr Swamy's father is a 
distinguished statistician and this might 
have had something to do with the 
son's approach. It was of course 
ridiculously easy to laugh out of court 
that particular contention against family 
planning. Mr Swamy, I now find, has 
become less dogmatic in his opposition to 
family planning; he objects to com¬ 
pulsion, but has declared himself to be 
amenable to persuasion. This, perhaps, 
could be counted as one of “the gains of 
the emergency”. 

What is definitely not among “the 
gains of the emergency” is the Maha¬ 
rashtra government’s retreat from its 
tough population control policy. The 
chief minister, Mr S.B. Chavan, is 
reported to have said that the Compul¬ 
sory Sterilisation Bill (passed by the state 
legislature last year and awaiting presi¬ 


dential assent since then) is being 
“returned” to the state government for 
reconsideration. Mr S.B. Chavan indicated 
that the state government would not be 
pursuing the measure since the Congress 
manifesto for the ensuing Lok Sabha 
election has categorically ruled out 
compulsory sterilisation. Docs this mean 
that the National Population Policy 
proclaimed bv the central government in 
capital letters last year has become a 
dead letter in that part of it which says 
that state governments may legislate for 
compulsory family planning where the 
necessary medical and administrative 
facilities are forthcoming as also the 
support of public opinion? It is worth 
noting that Mr S.B. Chavan has not 
suggested that, if the state government 
is having second thoughts, it is because 
there has been a change in public opinion 
in the state between the framing and 
passage of the bill and now. 

Ministers in state go- 

vernments no doubt desire, that, like all 
good men, they should go to the aid 
of the party. I suggest that they could 
do this in ways which are entirely con¬ 
sistent with the public interest and 
the long-term good of the nation. For 
instance, shortages of some essential 
commodities and the consequent in¬ 
creases in their prices arc causing dis¬ 
tress to housewives, and encouraging 
among the electorate negative attitudes 
towards the ruling party. Surely, state 
governments can serve legitimate party 
interests as well as the public cause by 
taking measures for improving the avail¬ 
ability of essential goods at fair prices. 
Vigorous administrative action is neces¬ 
sary to facilitate movement of goods into 
deficit areas and in the case of food- 
grains, releases from oiTicial reserves 
should be promptly and adequately effect¬ 
ed so that prices are kept in check all 
over the country. This is possible only 
if the time, energy and other resources 


MOVING 
FINGER 
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of government machinery are not divert¬ 
ed away from its legitimate work and 
responsibilities. In any case the impression 
should not be created that ministers in the 
states are involving themselves in elec¬ 
tioneering to an extent which does not per¬ 
mit them to attend to their official duties. 


Incidentally* state go- 

vernments or other administrations 
should not hesitate to take action 
under the Essential Commodities Act 
wherever hoarding or profiteering calls 
for such intervention. There could be 
no objection from any quarter to the 
authorities exercising their normal powers 
for the purpose of safeguarding the inte¬ 
rests of the general public. What could 
bring state governments into disrepute is 
any suspicion that, influenced by election 
considerations, they are closing their 
eyes to malpractices on the part of tra¬ 
ders. Since consumers are a very large 
community — in fact, every one is a con¬ 
sumer whatever else he may be — even 
political arithmetic ought to encourage 
state governments to do their duty by the 
public, election or no election. In passing, 
I may remark on the curious fact that the 
humble groundnut (or peanut, as the 
Americans call it) seems to be falling 
into the habit of receiving star billing 
during national elections. The current 
jump in groundnut oil prices in our coun¬ 
try is receiving as much campaign publi¬ 
city as Mr Jimmy Carter’s peanut-farm 
background did when he was slogging 
towards the White House. 


Mr Amol Palekar is an 


csteemable young man and is well-liked 
by film-goers as a low-profile male 
lead in quite a few low-budget populars. 
When you meet him in an advertisement 
assuring you that what puts him right 
after a hard day before the camera is a 
spot of “Vinkola”, you therefore do 
try to believe him. Mr Raj Kapoor, 


saying the same, would sound hardly 
plausible. He will of course g«\e more 
than his money’s worth if paid to adver¬ 
tise Scotch. I am not sure that Mr Dhar- 
mendra would risk pitching for “Okasa 
For Men” for love or money, but 1 have 
a feeling that Mr 
I S. Johar could be 
persuaded to tout 
for “Juvente Strong” 

(suitable for both 
men and women). 


VlB 


349 


FEBRUARY 25. 1977 



TRADE 

WINDS 


Credit Curbs Relaxed 

The Reserve Hank of India 
announced on February 16 a 
significant relaxation in the 
unprecedcntly stringent credit 
policy it had announced last 
month. 

The amended policy provi¬ 
des for a production oriented 
relaxation of the provision 
under the January policy for 
increasing the margins by 10 
per cent, and reliefs to the 
cotton textile industry as also 
seasonal industries, such as 
sugar mills. 

The new directives to banks 
were conveyed in a letter to 
them by Mr J.C. Luther, 
deputy governor of RBI. 

Judicious Restraint 

In his letter, Mr Luther has 
reiterated that the implementa¬ 
tion of the present credit policy 
necessitates a delicate balance 
to be maintained between 
“judicious restraint” as an 
overall objective and “full 
support” at the same time to 
the drive towards economic 
growth and increased produc¬ 
tion. 

The task involved, he has 
emphasised, calls for an imagi¬ 
native exercise of judgement 
and discretion at all levels of 
bank's management, support¬ 
ed by administrative proce¬ 
dures which respond quickly 
and effectively to the emerging 
needs of the economy. 

In this context, RBI has 
suggested to banks that this 
provision for increasing the 
margin by 10 per cent, announ¬ 
ced in January, may be rclax- 
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ed in individual cases on 
merits to the minimum extent 
that it is found absolutely 
necessary to cover existing 
gaps in credit requirements for 
supporting and enhancing pro¬ 
duction. 

It is also suggested that 
indiscriminate cut or freeze 
credit limits without due regard 
to the essential needs of indus¬ 
try for seasonal requirements 
(as, for instance in the case 
of the sugar industry) or for 
enhanced production should be 
avoided and cases, including 
cases of new industrial units, 
in which such action has al¬ 
ready been taken should be 
promptly taken up for a care¬ 
ful and immediate review. 

Having regard to the special 
problems of the cotton textile 
industry, RBI has advised 
banks to keep in view the 
following guidelines while 
dealing with the credit require¬ 
ments of this industry. 

Totally Exempted 

The units which have been 
totally exempted from the 
production of controlled cloth 
by the Textile Commissioner 
may be exempted from the en¬ 
hanced margins of 10 per cent. 

The request from individual 
units (both spinning mills and 
composite mills) for enhanc¬ 
ed limits of the working capi¬ 
tal and or including bill li nits 
should be appraised on a 
realistic basis so that the 
viable units having a good 
record of management are able 
to maintain and increase pro¬ 
duction. 

For example, the banks 


should make available to these 
units the minimum fUnds 
required to finance purchases 
of imported cotton from the 
Cotton Corporation of India 
and/or to import man-made 
fibres within the framework of 
the policy announced by the 
government in this regard. 

The banks have also been 
asked to issue necessary in¬ 
structions to all branches/ 
offices to ensure that the penal 
rates of interest arc imposed 
only in cases which merit this 
punitive treatment in the light 
of all the relevant circum¬ 
stances. 

National Income 

The national income in 
1975-76 increased by 8.8 per 
cent over 1974-75. During 

1974- 75, the national income 
increased by 0.2 per cent only. 
The net national income for 

1975- 76 is estimated at 
Rs 21952 crores at 1960-61 
prices, as against Rs 20183 
crores in 1974-75. At current 
prices Ihe national income in 
1975-76 is Rs 60293 crores with 
a per capita income of Rs 1005. 
The corresponding estimates 
for 1974-75 were Rs 58137 
crores of national income and 
Rs 988 of per capita income 
at current prices. Per capita 
income increased by 6.6 per 
cent during 1975-76, while it 
fell by 1.7 per cent during 
1974-75. This impressive 
increase in national income is 
due to the increase in food- 
grains production of 120.83 
million tonnes in 1975-76 as 
against 99.83 million in 
1974-75. This records an over¬ 
all increase of 13.2 per cent in 
the net product of the agri¬ 
cultural sector. Increase in 
other sectors during 1975-76 
has been: (i) Banking and 
insurance — 13.2 per cent, 
(ii) Electricity, gas and water 
supply—13.1 percent, (jii) 
Railways — 11.9 per cent, (iv) 
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Minning and quarrying — 
10.2 per cent. 

New Groundnut 
Policy 

The export of groundnut oil 
outside Gujarat state has been 
again handed back to private 
traders under the second 
revised policy announced by 
the Gujarat govemmet recent¬ 
ly. The state government had 
decided to export edible oil 
outside the state only on 
government - to - government 
basis to deny huge profits to 
private traders. Under the 
new policy, the export of sur¬ 
plus oil, which would be about 
30 per cent of the total pro¬ 
duction, would be done 
through the normal private 
trade channel as was the prac¬ 
tice in the past. Announcing 
the government’s policy, the 
state Civil Supplies minister, 
Mr Jashwant Mehta, stated 
that the government has also 
stepped up the levy on ground¬ 
nut oil millers from 16 per cent 
to 30 per cent of the produc¬ 
tion to create a buffer stock 
of 80,000 tonnes of oil for 
distribution through fair price 
shops to the weaker sections 
of society. The state govern¬ 
ment has also withdrawn the 
complete control on the distri¬ 
bution of edible oil, 40 per 
cent of the production will be 
left for sale in the open 
market. 

Bonus with 
Productivity 

Coal India Limited has 
decided to link bonus with 
productivity for its 600,000 
workers who will receive this 
benefit for the first time. This 
will be implemented with 
effect from the year 1975-76 
and continue for four years 
ending in 1978-79 to ensure a 
steady growth in productivity, 
Lt. General K.S. GarewaJ, 
chairman of CIL, told a news 
conference recently. Details 
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of the scheme drawn up in 
this connection would be an¬ 
nounced shortly. Reviewing 
the achievements of the indus* 
try after nationalisation, Gen. 
Garewal stated that produc¬ 
tion of coal had increased 
steadily. During the first 10 
months of 1976-77, coal pro¬ 
duction rose to 3.5 lakh tonnes 
per day against 2.8 lakh ton¬ 
nes in the corresponding period 
last year. 

The performance of coal 
washeries, Gen. Garewal said, 
was more spectacular. Pro¬ 
duction had increased from 
53.6 per cent in 1974-75 to 68 
per cent in 1977. The output 
per man-shift had increased 
by over 20 per cent in 1976-77 
compared to 1973-74. Coal 
stocks with major consumers 
now reached the level of 25 
days requirement, while those 
at pit heads went up to 38 
days. The CIL chairman also 
dwelt on the massive welfare 
schemes undertaken by Coal 
India for miners and their 
families. These included hous¬ 
ing, family planing, water 
supply, medical and educatio¬ 
nal facilities, opening of banks, 
cooperative credit societies 
and consumer stores in the 
coal fields. 

Cotton Development 
Council 

The fourteenth meeting of 
the Indian Cotton Develop¬ 
ment Council was held in 
Bombay recently to review the 
progress of the cotton deve¬ 
lopment scheme during 1977-78 
and to discuss and chalk out 
cotton production targets and 
programme of work for 
1977*78. Mr V.C. Patel, a 
leading cotton grower of 
Gujarat and chairman of the 
Council presided over the 
meeting. The Counc i also had 
before it for consideration, 
the Recommendations made by 
the national seminar on “Self¬ 


sufficiency in Cotton”, which 
had been organised by the 
Directorate of Cotton Dcve- 
lopmet. Officials of the govern¬ 
ment of India, directors of 
agriculture, cotton specialists, 
cotton development officers 
and representatives of growers, 
trade and industry attended 
the meeting. 

Fertiliser Price Cut 

The Gujarat State Fertiliser 
Company has reduced the 
price of urea by Rs 100 from 
Rs 1,750 a tonne to Rs 1,650 a 
tonne with immediate efTect in 
line with the central government 
policy, the managing director 
of the company, Mr D.C. 
Garni, stated recently. 

Merkfed Milestones 

Markfed in Punjab has made 
substantial progress in recent 
years. Mr Man Mohan Singh, 
IAS, Managing Director, 
Markfed revealed recently that 
it has already three fertilizer 
plants at Ludhiana, Dhuri and 
Anandpur Sahib, each having 
a capacity of 45,000 tonnes 
per year. The Pesticides and 
Insecticides Formulation Plant 
has been based in Sahibzada 
Ajit Singh Nagar to meet the 
requirements of insect killing 
chemicals with a production 
capacity of 900,000 litres of 
insecticides per year. Dotted 
over three different places at 
Sarna, Ropar and Singhpura, 
Markfed has reinforced cement 
pipes required by the farmer 
for laying out irrigation chan¬ 
nels and for conservation of 
water resources. Markfed Can¬ 
neries at Jullundur processed 
mustard leaves and tomatoes 
for canning. 

A huge oil complex of Mark- 
fed has just been commissioned 
at Kapu thala. it will produce 
100 tonnes of compounded 
animal feed a day for which 
orders of importers have al¬ 
ready started pouring in. It 
will also process 50 tonnes of 


solvent extraction, and equal 
amount of other oilseed 
crushing. Considerable effort 
was made to commission it to 
coincide with the groundnut 
processing season. In Gidder- 
baha Cotton Seed Processing 
Mill has been set up with a 
capacity of crushing 100 tonnes 
of cottonseeds a day. Deoiled 
cakes produced by the mill 
are being exported. 

Markfed Vanaspati & Allied 
Industries, Khanna has a capa¬ 
city of 1500 tonnes of produc¬ 
tion of vanaspati per moth. 
The unit recently touched the 
peak by producing more than 
1100 tonnes of vanaspati a 
month and that too in season 
when vanaspati was most des¬ 
perately required. Its ground¬ 
nut crushing capacity is 1500 
tonnes with an additional 
solvent extraction plant for 
processing of 1500 tonnes per 
month. It is located in the area 
which is known for groundnut 
production. 

It is fascinating to see how 
the products of one project is 
the raw material of the second 
and how the finished product 
of the second becomes the 
constituent of another com¬ 


pounded product of the third. 
Markfed has now a complex in 
which the ginning factory at 
Goniana, the Cottonseed 
Plant at Gidderbaha, the 
Vanaspati Mil! at Khanna and 
the compounded animal feed 
at Kapurthala arc all involved 
in a series of linkages for 
mutual progress and develop¬ 
ment. Another unit coming up 
in a backward region of the 
state at Kot Kapura—the 
Markfed Spinning Mill—will 
cost approximately Rs 5 crores 
when completed and its cotton 
consumption intake would be 
more than 30,000 bales per 
year. Its yarn production per 
year will be 4.3 million kgs 
and the spinning material would 
be hosiery yarn, coarse yarn 
etc. forh andloom industries. 

Iron Oxide Black 
from Waste 

A process to convert waste 
iron chloride liquors into use¬ 
ful iron oxide black and red 
pigments has been successfully 
developed by the Regional 
Research Laboratory, Bhu¬ 
baneswar. The method is very 
simple and it will be feasible 
to put up a small plant to 


Department of Atomic Energy 

On behalf of the President of India, the Director, Directorate of Pur¬ 
chase and Stores. Department of Atomic Energy, Bombay, invites tenders as 
detailed below : 

Tender No. DPS/BARC/R-5/FAB'34 due on 11-4-77. 

Prepa atian of shop drawings, manufacture an J inspection of com¬ 
ponents. assembly, inspection and testing of S.S. magazine assemblies, 
dismantling, packing, transportation and delivery, to R-S Project Stores, 
Trombay, Bombay as per purchaser's tender documents and drawings-—2 Nos. 
Brief Scope of work 

(a) Fabrication of stationary shell assembly (457.2 mm O.D. and 12.15 
Metres long) to a straightness of 1 in 4000 from S.S 304 L welded 
pipe (457.2 mm O.D., 9.5 mm wall thickness and 6,1 Metres long) 
supplied as free issue material having u straightness of 1 in 1000. 
12.354 

(b) Fabrication of 425 mm O.D. and 12 354 Metres long drum assem¬ 
bly (which rotates in the shell assembly) to a straightness of 1 in 
8000 with 12 mm thick S.S. 304 L plates supplied as free issue 
material. 

(c) Vertical assembly and testing of magazino assembly requires a 
dust free clean room having a head room of about 26 metres. 

Tender documents priced Rs. 300/- can be had from the Finance and 
Accounts Officer, Department of Atomic Energy, Directorate of Purchase 
and Stores, 3rd floor, Mohatta Building, Pa I ton Road, Bombay-400 001 
between 10 a.m. to I p.m. on all working days except on Saturdays. Tenders 
Will be received upto 3.00 p.m. on the due date shown above and will be 
opened at 4.00 p.m. on the same day. The right is reserved to accept or 
inject lowest or any tenders in part or full without assigning any reasons. 
__davp 645 (411)76 
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roducc about 200 kg iron 
oxide per day. The black oxide 
or iron is obtained in the first 
step. On roasting black oxide, 
a good quality red oxide is 
produced which has both high 
iron content and excellent 
pigmentary properties for use 
in paint or as an additive in 
rubber, linoleum and flooring. 

Ferrous chloride liquors are 
obtained as waste products in 
metal or steel pickling opera¬ 
tions in which hydrochloric 
acid is used to dean the 
metal suifaces. Such liquors 
are also produced in large 
quantities when ilmcnitc 


(titanium-bearing ores) is 
treated by the chloride route 
for the production of synthetic 
rutile or titaniumdioxide 
white pigment. A number of 
small engineering units obtain¬ 
ed ferrous chloride liquors 
which are, by and large, 
thrown away causing environ¬ 
mental pollution. The ilmcnitc 
processing units located in 
south India mostly dispose off 
the waste liquors into the sea. 
The RRL(B) has worked out 
the techno-economic feasibility 
of producing pigment quality 
synthetic iron oxide black by 
reaction of ferrous chloride 


solutions with lime under con* 
trolled experimental conditions. 
Earlier the laboratory deve¬ 
loped a method for the pro¬ 
duction of red oxide of iron 
simultaneously with sodium 
sulphate by a solid state 
reaction between ferrous sul¬ 
phate and soda ash. 

Poznan Trade Fair 

This country will participate 
in the Poznan International 
Trade Fair in Poland to be 
held from June 12 to 2] this 
year. The ministry of Com¬ 
merce attaches considerable 
importance to India’s partici¬ 


pation in the fair this year so 
that full advantage could be 
taken of the expanded export 
opportunities under the Indo- 
Polish Agreement. The object 
of this participation would 
mainly be to assist Indian 
manufacturers and exporters to 
convince the buying organisa¬ 
tions about the wide choice 
and excellence of Indian pro¬ 
ducts and their competitive 
prices. 

Among the items which have 
been suggested for display in 
the India pavilion, the engine¬ 
ering sector predominates. 
Machine tools, hand tools, 


ARE YOU 

RESPONSIBLE FOR PAYMENTS 
TO CONTRACTORS/ 

SUB CONTRACTORS ? 



ENSURE THAT: 

—CORRECT INCOME TAX IS DEDUCTED 
AT SOURCE at the prescribed rates* 
in respect of contracts and sub-contracts 
for carrying out any work (including supply 
of labour for carrying out any work) 
involving a consideration exceeding 
Rs. 5000. 

—THE TAX so deducted is PAID to the credit 
of the Central Government within the 
prescribed time. 


If you are: 

(A) Central or State 
Government 
Local Authority 
Statutory Corporation 
Company 

Co-operative Society. 

(B) A contractor other 
than an individual 
or 

Hindu Undivided 
Family 


Income-tax is to be 
deducted out of the 
sums payable to: 

Contractors 2 % 
of such sums 


Sub-contractors @ 1% 
of such sums 


FAILURE to comply will, in addition to the 
recovery of tax. render you liable to: 

• Interest • Penalty • Fine and 
Rigorous Imprisonment 
for not less than 3 months 


COMPLY WITH TAX LAWS AND 
HELP MOBILISE RESOURCES 


J Issued By: 

DIRECTOR OF INSPECTION 
(PUBLICATIONS A PUBLIC RELATIONS) 
INCOME TAX DEPARTMENT 
NEW DELHI-110001. 


d.vp-76/813 
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pneumatic tools, textile machi¬ 
nery, commercial vehicles and 
automobile components, rail¬ 
way bogies, and railway equip¬ 
ment, hoisiting and lifting 
equipment, castings and forg¬ 
ings, steel pipes and fittings, 
steel structural, galvanised 
products, electrical equipment 
and machinary, electrical 
appliances, air conditioning 
equipment, electrical insulators, 
refrigerators, electronic equip¬ 
ment, telephones and telephone 
equipment, builders hardware, 
aluminium conductors, knitting 
machinery, bicycle components, 
sanitary fittings and storage 
batteries are among the major 
items in the engineering group. 

Indo-US Business Meet 

The second meeting of the 
Indo-US Joint Business Coun¬ 
cil was inaugurated by Mr 
Orville L. Freeman, president 
of the Business International 
Corporation and chairman of 
the US Section of the Indo- 
US Joint Business Council 
in Washigton recently. 
Mr Freeman stated that since 
its last meeting in Delhi in 
February 1976, the Indo-US 
Joint Business Council's deli¬ 
berations have progressed 
satisfactorily and that tangible 
results can be foreseen in Indo- 
US economic relations. 

Speaking on the occasion, 
ambassador Kewal Singh 
stated that in bilateral terms 
and in the sphere of joint 
ventures in third countries, 
India and USA can work 
closely together for mutual 
benefit and for the develop¬ 
ment and progress of all parts 
of the world. He stated that 
the business leaders of both 
the countries, during the course 
of their exchanges, will 
naturally make an evaluation 
of the policies and procedures 
of the two countries to assess 
how they affect Indo-US econo¬ 
mic relations. The delegations 


can also convey their advice 
and suggestions to their res¬ 
pective governments on the 
basis of this evaluation. 

Dr Richard Lesher, president 
of the Chamber of Commerce 
of the United States, welcomed 
the Indian delegates to the 
meeting of the Council and 
assured them of the US Cham¬ 
ber of Commerce’s full support 
to the activities of the Indo- 
US Joint Business Council. 
The leader of the Indian 
delegation to the Council’s 
meetings and the president of 
the Federation of Indian 
Chambers of Commerce & 
Industry, Mr M.V. Aruna- 
chalam was accompained by 
Mr K.N. Modi, chairman of 
Modi Enterprises, Mr T.T. 
Vasu, president of the Indo- 
American Chamber of Com¬ 
merce and Mr P. Chentsal Rao, 
secretary-general of the 
FICCI. 

Annual Plan 

Pondicherry 

The annual plan outlay for 
1977-78 of the union terri¬ 
tory of Pondicherry will be of 
the order ofRs 842.60 lakhs. 
This is Rs 146 lakhs more 
than the current year’s annual 
Plan approved outlay of Rs 697 
lakhs. The outlay was finalised 
at a meeting in New Delhi on 
February 9, between the deputy 
chairman, Planning Commis¬ 
sion Mr P.N. Haksar and the 
union territory Lt. Governor, 
Mr Bidesh Kulkarni. The 
annual Plan of the union ter¬ 
ritory fully provides for pro¬ 
vision of adequate housing for 
the weaker sections. As regards 
the development of harbour 
facilities for fisheries, the 
deputy chairman observed 
that Planning Commission 
would consider after the pro¬ 
ject has been cleared by the 
concerned ministry. The fifth 
Plan outlay of Pondicherry is 
of the order of Rs 3404.22 


lakhs. The actual expenditure 
during 1974-75 was Rs 425.01 
lakhs and during 1975-76 it 
was Rs 514.81 lakhs. The out¬ 
lay for the two terminal years 
Of fifth Plan (1977-79) is 
Rs 1757.47 lakhs. 

Apprentices Awards 

Mr Koshy P. Mathew and 
MrR.H. Hcnriques of Voltas 
Limited were awarded the 
President’s gold medals under 
the All-India Skill Competi¬ 
tions for Apprentices. The 
awards were presented by 
the secretary to the union 
ministry for Labour, Dr N.A. 
Agha, at Vigyan Bhavan recent¬ 
ly. Mr Mathew and Mr 
Henriques secured the high test 
percentage of marks among 
all the gold medal winners. 
They also received certificates 
of merit, tool kits and cash 
prizes of Rs 5,000 each. The 
Thana works of Voltas Limited 
has been, twice in succession 
declared as the best establish¬ 
ment in India. The company 
received two President’s 
trophies and certificates of 
merit. Voltas has a large and 
well equipped training centre 
at Thana, near Bombay. So 
far more than 900 apprentices 
have taken the the benefit of 
systematic training. 

Gold Production 

The production of gold in 
Bharat Gold Mines Limited in 
Karnataka has touched an all 
time high of 18 lakh grammes 
during 1976-77. This is 50,000 
grammes more than its pro¬ 
duction for the wh lc of 1975- 
76. It is estimated that before 
the financial year is out next 
month, the production of gold 
will reach 2.2 million gramme 
mark. Bharat Gold Mines at 
Kolar Gold Fields is a public 
sector company with a total 
investment of the order of over 
Rs 25 crores. Another Rs 6 
crore have been allocated in 


the current Plan periodfor the 
development of thesejmines. 

Names in the News 

Mr B.P. Pnddar has been 
elected unanimously as presi¬ 
dent of the Federation of 
Indian Chambers of Commerce 
and Industry (FICCI) for the 
year 1977-78. He will take 
over the prcsidensliip from 
Mr M.V. Arunachalam at the 
50th annual session of the 
FICCI. Mr Poddar has serv¬ 
ed as a member of West Bengal 
Legislative 'Assembly for 11 
years and has been actively 
associated with several organi¬ 
sations such as Bharat Cham¬ 
ber of Commerce, Calcutta, 
Marwari Association and Mar- 
wari Relief Society. 

Mr Mahcndra Kumar Modi, 

the managing director of 
Modipon Ltd, was recently 
elected as .the President of 
Western UP Chamber of 
Commerce. lie is member 
of a number of business bodies 
such as Association of Indian 



Mr Mahcndra Kumar Modi 

Engineering Industry (Nor¬ 
thern Region), All India Manu¬ 
facturers Organisation, Fede¬ 
ration of Indian Chambers of 
Commerce and Industry, 
Vanaspati Manufacturers Asso¬ 
ciation, Association of Synthe¬ 
tic Fibre Industry, lndo-Ameri- 
can Chamber of Commerce 
and Western UP Productivity 
Council. 
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BHEL GOES OFF THE TRACK 
AT CALCUTTA 


And Calcutta's transport system 
gets on to the right track—with 
the introduction of the alt-new 
trackless electric trolley bus, 
designed and developed by BHEL 
for the first time in India. 

The trolley bus incorporates all the 
advantages of trams and buses, and 
does away with all their defects. 
Being electrically operated, it will save 
heavily on diesel expenditure, and 
will also eliminate pollution caused 
by diesel oil. And. by doing away 
with tracks, it will significantly lessen 
both papital and maintenancer costs. 


It was but natural that the Calcutta > 
Metropolitan Development Authority l 
asked BHEL to design and develop a \ 
model electric trolley bus* as BHEL 
makes a wide range of traction 
equipment* not only for the Indian 
Railways but also for exports I 
Yes. BHEL has gone off the track at 
Calcutta, only to help put Calcutta's 
traffic on the right track—with a 
brand-new transportation system. 



more than producta 
a total service for energy 

Bharat Heavy 
Electricals Limited 

Marketing 6 Sales Division 
\ Barakhamba Road 
■ New Delhi House 
New Delhi 110001 
Rood. Office: 

18-20 Kasturba Gandhi Marg 
New Delhi 110 001 
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COMPANY 

AFFAIRS 


Warner Hindustan 

Warner Hindustan has 
reported considerable improve¬ 
ment in its working results for 
the year ended November 30, 
1976—sales profits, and margins 
all being appreciably higher 
than in the previous year. A 
final equity dividend of 10 per 
cent has been declared. This 
together with the interim divi¬ 
dend of 15 per cent, makes a 
total dividend of 25 per cent as 
against 23 per cent paid for 
1974-75. Besides the share¬ 
holders have been rewarded 
four-for-five bonus issues by 
capitalising a sum of Rs 101.92 
lakhs from the general reserves. 

Net sales advanced from 
Rs 8.77 crores to Rs 10.02 
crores while gross profit moved 
up to Rs 154.42 lakhs from 
Rs 117.83 lakhs in 1974-75. 
The appropriation to deprecia¬ 
tion reserve was rtepped up 
from Rs 19.79 lakhs to 
Rs 20.07 lakhs and for taxation 
from from Rs 62.50 lakhas to 
Rs 79.25 lakhs while a sum of 
Rs 0.40 lakhs was earmarked 
for investment allowance reserve 
as against no provision in 
1974-75. The net profit, after 
these allocations, was still sub¬ 
stantially higher at Rs 54.70 
lakhs as compared to Rs 35.54 
lakhs in the earlier year. The 
dividends, equity and pre¬ 
ference, will absorb Rs 33.35 
lakhs in 1975-76. 

Firth (India) Steel 

The Rs 4-crore alloy steel 
plant of Firth (India) Steel Co 
Ltd at Nagpur, has commenced 
commercial production. The 
company claims to be the first 
in the country to employ revo¬ 


lutionary new electroslag refin¬ 
ing process. This process 
enables a company to manufac¬ 
ture products of high purity 
and homogeneous grain orien¬ 
tation and structure. The refin¬ 
ing technology is a consumable 
electrode resmelting process, 
in which the conventional air- 
melted steels arc progressively 
remelled a second time, through 
tailor-made synthetic slags, 
thereby removing most of the 
impurities. The steels refined 
by this process have more uni¬ 
form grain structure and better 
mechanical properties than the 
steels produced by the conven¬ 
tional processes. 

The company’s plant has a 
licensed capacity of 6,000 
tonnes of billets a year. The 
product mix undertaken by the 
company includes high speed 
steels, valve steels for engines, 
ball bearing steels and other 
special purpose steels. 

Bihar Caustic and 
Chemicals 

The Gwalior Rayon Silk and 
Manufacturing (Weaving) Co, 
Hindustan Aluminium Corpo¬ 
ration and Pilani Investment 
Corporation of the Birla group 
have entered into a collabora¬ 
tion agreement with the Bihar 
State Industrial Development 
Corporation and promoted a 
new company styled Bihar 
Caustic and Chemicals Ltd. Th.' 
project is envisaged to have a 
rated capacity of 32,000 tonnes 
of caustic soda and 28,480 
tonnes of chlorine per annum. 

The Bihar State Industrial 
Development Corporation will 
subscribe for 26 per cent paid- 


up capital of the company, 
while the other collaborators 
will together subscribe for 25 
per cent of the capital (10 per 
cent by Gwalior Rayon, 10 per 
cent by Hindustan Aluminium 
and five per cent by Pilani 
Investment). The balance 49 
per cent of the capital will be 
offered to the public at an 
appropriate time. 

Hindustan Aluminium 

Hindustan Aluminum Cor¬ 
poration has reported specta¬ 
cular improvements in its 
working results for the year 
ended December 31, 1976. 
Production, turnover, and 
profits, all are considerably 
higher than in 1975. What is 
more, the company has re¬ 
turned to the dividend list and 
an equity dividend of 10 per 
cent has been recommended 
for 1976. But what is more 
significant and striking is that 
the directors have visualised 
brighter prospects for the 
company. They say that the 
plant is at present working at 
its full rated capacity. A five- 
year agreement has been signed 
with the UP State Electricity 
Board for supply of adequate 
power for the current installed 
capacity of 95,000 tonnes per 
annum. The company’s Renu- 
sagar power station has been 
operating at full capacity. 
There is remarkable change 
in labour cooperation and 
discipline for improving the 
efficiency of the plant. The 
company, therefore, hopes 
that the progress will not only 
be maintained in the current 
year but further all-round im¬ 
provement will be effected. 

Gross sales crossed the 
Rs 100 crore-mark by a wide 
margin and stood at Rs 111 .37 
crores as against Rs 71.01 
crores in 1975 while net sales 
too recorded a smart rise to 
Rs 71.65 crores from Rs 45.00 
crores in the preceding year. 


The gross profit almost trebled 
to Rs 9.63 crores from Rs 3.32 
crores in the previous year. 
Out of the gross profit a sum 
of Rs 2 84 crores was appro¬ 
priated to depreciation reserve, 
Rs 24.00 lakhs to development 
rebate reserve, Rs 21 lakhs for 
investment allowance reserve 
and Rs 52 lakhs for taxation. 
After providing Rs 61.44 lakhs 
for income tax for 1972 and 
clearing the arrears of pre¬ 
ference , dividend for the years 

1974 to 1976 totalling Rs 137.18 
lakhs, equity dividends amoun- 
timg to Rs 100.40 lakhs will 
be paid. 

Higher Production 

Primary metal production 
at 83,815 tonnes exceeded the 

1975 performance by 21,388 
tonnes. The installed capa- 
to be raised to over 100,000 
tonnes by the end of this year 
with the completion of the 
remaining half of the fourth 
potline in the reduction plant. 
The UPSEB has agreed to 
release additional power supply 
for this. It has been possible 
to expand the pot room in 
stages mostly with internal 
resources. This, however, is 
not possible with the alumina 
plant where an entirely new 
plant with a capacity of about 
100,000 tonnes per annum at 
an estimated cost of about 
Rs 30 crores will have to be 
installed. Negotiations are in 
progress in arranging finances 
for the same. It will take 
almost two years for installing 
this plant after financing ar¬ 
rangement have been com¬ 
pleted. Meanwhile the deficit 
in alumina production will 
have to be met by purchases 
from outside at a much higher 
price than that of the com¬ 
pany’s own production. 

Exports during 1976 amoun¬ 
ted to Rs 6 crores. The tempo 
of exports is expected to be 
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maintained with increased pro¬ 
duction. For this the directors 
suggest that the government 
should allow the industry to 
continue to export a part of 
its production so that export 
markets established with great 
efforts could be kept alive. 

Sundatta Foods 

Sundatta Foods and Fibres 
Ltd is proposed to be amalga¬ 
mated with the Modern Mills. 
Under the scheme of merger, 
shareholders of Sundatta Foods 
will be offered two equity 
shares of Rs 50 each of the 
Modern Mills for every share 
of Rs 50 each of Sundatta 
Foods held by them. A pre¬ 
ference shareholder of Sun¬ 
datta Foods will be offered one 
preference share of Modern 
Mills. The appointed date of 
the merger scheme is the close 
of business as on December 31, 
1975. It is subject to the 
approval of the shareholders 
of both the companies, Control¬ 
ler of Capital Issues, the High 
Court of Bombay and other 
authorities concerned. 

The merger is expected to 
result in integration of activi¬ 
ties of both the companies and 
improvement in the profitability 
of the merged company. It will 
also result in tax benefits and 
saving in managerial and 
administrative expenses. 

Indian Aluminium 

Indian Aluminium Com¬ 
pany, Limited has recommend¬ 
ed a final dividend of Rs 1.00, 
thus making a total dividend 
of Rs 1.70 per fully-paid ordi¬ 
nary share for 1976. The 
directors have also recom¬ 
mended a dividend of Rs 6.25 
per perference share. 

India's production of alum¬ 
inium in 1976 was 84,101 tonnes 
as against 77,975 tonnes in 
1975, representing an increase 
of eight per cent. The output 
could have been higher, but 
for cuts and interruptions in 


power supply at the company's 
smelters. 

The permission granted by 
the government to export 
aluminium ingot on a limited 
scale, enabled the company to 
reduce finished goods inven¬ 
tories which had accumulated 


exports of ingots, sheets, extru¬ 
sions, foil and paste was 
Rs 12.49 crores, an all-time 
record. 

Increased Sales 

lndal’s sales totalled Rs 132.2 
crores in 1976, compared with 
Rs 90.4 crores in 1975, includ¬ 
ing aluminium price regulation 
levy. The increase in sales 
revenue is attributable to the 
improvement oTaluminiun ship¬ 
ments during the year which 
totalled 94,337 tonnes as com¬ 
pared with 61,681 tonnes in 
1975, Profit before provision 
for taxes and transfer to invest¬ 
ment allowance reserve was 
Rs 13.48 crores as compared 
with Rs 8.71 crores in 1975. 
Net profit after taxes and 
investment allowance reserve 
was Rs 5.60 crores against 
Rs 4.45 crores. With the 
exhaustion, in 1975, of tax 
reliefs available on earlier 
expansions, there has been a 
significant increase in the effe¬ 
ctive tax rate for 1976. 

The off-take of levy metal 
improved following the increase 
in plan allocation of funds for 
transmission and distribution 
of power by the government. 
Demand for non-levy metal, 
i.e. commercial grade metal 
and semi-fabricated products 
is stagnating, mainly due to 
heavy excise duties, which have 
increased from 10 per cent of 
basic price in 1966 to about 
50 per cent of basic price at 
present. 

In respect of its diversifica¬ 
tion efforts, the company has 
received a letter of intent for 


setting up a 33,000 tonnes per 
annum caustic soda/chlorine 
plant at Haldia, in West 
Bengal. Negotiations are also 
taking place for the export 
of alumina to Iran on a long¬ 
term basis. 


more in line with the capital 
employed in business, the dire¬ 
ctors have recommended capi¬ 
talisation of a sum of 
Rs 8,48,54,550 out of reserve of 
the company by the issue of 
84,85,455 fully paid-up bonus 
shares in the proportion of two 
new ordinary shares for every 
five existing ordinary shares. 
The proposed issue of bonus 
shares is subject to the appro¬ 
val of the shareholders at the 
annual general meeting and 
also approval of the Controller 
of Capital Issues. It is the inten¬ 


tion of the directors, unless 
prevented by unforeseen circu¬ 
mstances, to recommend the 
declaration of a dividend of 
not less than Rs 1.22 (subject to 
deduction of tax) per fully paid 
ordinary share on the increased 
share capital of the company 
after the allotment of the bonus 
shares. 

The annual general meeting 
will be held on April 21, 1977. 
The company’s Register of 
Members and Share Transfer 
Registers will be closed from 
April 1, to April 21, 1977, both 
days inclusive. 

News and Notes 

The Monopolies and Restric¬ 
tive Trade Practices Commis¬ 
sion has initiated proceedings 
under Section 10(a)(i) and 
Section 37 of the Monopolies 
and Restrictive Trade Practices 
Act, 1969 in respect of Mr 
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ARE 

YOU 

CONCERNED 

about a question that Prime Minister Indira 
Gandhi considers "the most important 
problem before the world" - The question 
of the changing economic relations 
between the developing and the 
industrialized countries? 

The brochure on Indo-German Economic 
Relations shows you on 156 thought- 
provoking pages how experts from both 
India and Germany think that the 
problem can be overcome, and solved 
by mutual co-operation. 

They do not-as yet-have all the answers, 
but they do have interesting ideas. 

If you are concerned to know what 
they are thinking fill out and send in the 
coupon below as soon as possible. 


r 1 

Pitot* send me a free copy of the brochure on Indo-German Economic Relations 

UJ 



UJ ■ 








PI§nt post this coupon to ? 

Embassy of the Federal Republic of Germany 

£1% P.O. BOX 5226 NEW DELHI-110021 

W Federal Republic of Germany 


Li 



Alfred Allan 
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Which is the original? 


Hard to tell with copies 



made on the I Korestat I 



fr Coll ar wrlU lor further detail* or drop lo lor a Ireo demonrt arioaw 


Over 1M companies and government 
agancieo have effected new economies 
Increased efficiency through faster 
handling of paperwork by using the 
Korestat Copier. 

The Korestat Copier 

a produces dry, permanent copies on pape* 
cloth, transparencies and plastic sheets 

• reproduces originals in contact 
enlarged or reduced size 

• copies books, files and other 
documents without tearing, cutting or 
removing sheets from files 

a makes metal/paper offset litho masters* 
a reproduces halftones with special 
tone-tray 

a has various attachments to suit 
individual requirements 
The Kores team of trained service 
personnel is always on hand to give 
operational guidance and prompt 
after-sales service. 


|Kore8ta t|333Bi 

India's first xerographic copiar 



xxmcm 

Business Machines Limited 
Plot No 10. Off Or E Hum* Ru«td 
Worli. Bombay 400 010 


4 


ONCE BUILT LASTS EVER 
USE 

FOR ALL CONSTRUCTION WORK 
BJM CHETAK BRAND PORTLAND CEMENT 


With best compliments from : 


BIRLA CEMENT WORKS 

P.O. Cement Factory—312021, CHITTORGARH (Raj.) 


(Use Pin Code. It Helps Speed Up Your Mail) 
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Ranjlt Singbjl Mills Company 
Ltd, Sholapur. The proceed¬ 
ings were started on the basis 
of a complaint filed by The 
Whole Sale Cloth Merchants 
Association, Sarafa Bazar, 
Ujjain. The respondent com¬ 
pany is engaged in sale of 
cloth. The notice alleges that 
in its distribution and sale the 
respondent is indulging in 
certain restrictive trade practi¬ 
ces as alleged in the complaint. 
The complaint was looked into 
by the commisssion and it 
found that there was prima 
facie case for investigating the 
matter. The enquiry has there¬ 
fore been started to go into 
various allegations made by the 
Complainant and to see whether 
they constitute restrictive trade 
practices causing prejudice to 
public interest. 

Simon Carves India has 
secured a large contract for the 
erection and commissioning of 
there animal feed mills in Iraq. 
The order will enable the 
company to earn R$ 85 lakhs 
in foreign exchange and will 
be completed in 15 months 
from April 1977. The contract 
has been received from Simon- 
Barron of UK. The plants are 
located at Suwcera, Babylon 
and Nincva. 

New Issues 

Mercantile Credit Corpora¬ 
tion Limited, a leading and 
well established hire purchase 
company engaged in financing 
the purchase of commercial 
vehicle etc, is offering 
4,85,000 equity shares of Rs 10 
each and 2,00,000 (11 per cent) 
redeamable cumulative prefe¬ 
rence shares of Rs 10 each to 
the public for subscription for 
cash at par. The subscription 
list opened on February 23 
and will close on March 7 or 
earlier but not before February 
25. The proceeds of the issue 
will be utilised for meeting 
tie additional financial require¬ 


ments of the expanded volume 
of business. 

The growth in business of 
the company during the last 
few years has been spectacular 
as reflected in the vastly impro¬ 
ved financial results from 1969 
onwards. The stock covered 
by hire purchase agreements 
which stood at a more Rs 0.57 
croreason December 31, 1971 
shot up by nearly 16 times to 
Rs 9.24 crores by end 1975, 
the gross profits registering a 
big jump from Rs 2.51 lakhs 
to Rs 22.13 lakhs during the 
same period. The dividend 
has been progressively stepped 
up from 16 per cent to 22 per 
cent during the period 1970-73 
and since then it has been 
maintained at 22 per cent for 
the years 1974 and 1975. 
Satisfactory Results 

The working results for the 
nine months ended September 
30, 1976 are quite satisfactory, 
revealing a further rise in the 
stock covered by hire purchase 
agreements to Rs 9.64 crores 
and showing a gross profit of 
Rs 17.68 lakhs. Bonus shares 
in the ratio of one share for 
every six shares held have been 
issued in September 1976. The 
company has fared very well 
during the last three months 
of 1976 and is expected to 
come out with excellent results 
once again. The remarkable 
improvements in working 
results have been made poss- 
blc by skilful handing of its 
resources and by the prag- 
amatic and imaginative policies 
pursued by its dynamic manage¬ 
ment. 

Viewed against the outstand¬ 
ing performance achieved by 
the company during the past 
and taking into account the 
good scope for its activities, 
the company is confident of 
retaining adequate profits for 
declaring a reasonable dividend 
on the enlarged capital in the 
years to follow. A significant 


point to be noted in this con¬ 
nection is the substantial reliel 
in surtax liability that will be 
derived by the company on 
account of the enlargement of 
the capital base. 

Capital and Bonus 
Issues 

Consent has been accorded 
to five company to raise capital. 
The details are as follow: 

Kunnathara Textiles Limited, 
Calicut has been accorded 
consent, valid for 18 months 
to the issue of equity shares 
of Rs 60 lakhs for cash at par. 
The proceeds of the issue will 
be utilised as part of finance 
for setting up a unit at Kun¬ 
nathara (Kerala) with 400 
power-looms to produce yarn 
and cloth. 

Vimco Limited, Bombay, a 
public company having a paid- 
up capital Rs 620 lakhs has 
been accorded consent for 
issue of further capital of 
Rs 225 lakhs in equity shares 
of Rs 10 each for cash to the 
Indian national at a premium 
of Rs 3.25 per share. 

The proceeds will be utilised 
for meeting a part of the capi¬ 
tal expenditure of the company 


on rehabilitation, modernisa¬ 
tion, expansion schemes, diver¬ 
sification schemes for the 
manufacture of ossein etc. The 
consent order is valid up to 
September.!. 

Chande Exports Private 
Limited, Bangalore, has been 
accorded consent, valid, for 
six months to capitalise 
Rs 3,80,500 out of its general 
rcserve/profit and loss account 
and issue fully paid equity 
shares of Rs 100 each as bonus 
shares in the proportion of one 
bonus share for each equity 
share held. 

Macphil and Co Ltd, Thana 
has been accorded consent 
valid for six months, to capi¬ 
talise Rs 1,87,200 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
each equity share held. 

SMP Private Limited, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 8,35,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for one equity 
share held. 

(Per cent) 


Dividend 


Name of the Year ended Equity dividend 

company declared for 


Current 

Previous 

year 

year 


Higher Dividend 

Walchandnagar Industries 

Sept. 30,1976 

15.0 

12.0 

Hindustan Aluminium 

Dec. 31, 1976 

10.0 

Nil 

Same Dividend 

Andhra Sugars 

Sept. 30, 1976 

12.0 

12.0 

Aruna Sugars 

Szpt. 30, 1976 

Nil 

Nil 

Electrosteel Castings 

Sept. 30, 1976 

18.0 

18.0 

Intern il Combustion 

Dec. 31, 1976 

20.0 

20.0 

Schrader Scovil Duncan 

Dec. 31, 1976 

18.0 

18.0 

Reduced Dividend 
Coromandel Fertilisers 

Dec. 31,1976 

20.0 

22.0 

Madras Rubber 

Sept. 30, 1976 

Nil 

12.0 

Paper Products 

July 31,1976 

7.5 

10.0 
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RECORDS 

Wholesale prices AND 

STATISTICS 


The official wholesale prices 
Index of “All Commodities” 
(base 1970-71 =s 100) stood at 
178.8 during the week ended 
January 29, 1977 as against 
178.6 for the immediately 
preceding week. Compared 
with the previous week, the 
index for the week under 
review showed a marginal 
rise of 0.1 per cent. 

Groupwise analysis of price 
movements is shown below: 

Primary Articles 

Among primary articles, the 
index for “Food Articles” 
stood at 156.2 during the week 
under review as against 156.3 
during the previous week, 
showing a fall of 0.1 per cent. 
The decline in the index was 
due to a fall in prices of 
onions & turmeric (—8 per 
cent each), peas green ( - 6 
per cent), barley & gram (—4 
per cent each),tapioca Sc ginger 
(—3 per cent each), masur Sc 
meat (—2 per cent each) and 
wheat, bajra, moong, urad, 
eggs & coffee (—I per cent 
each). However, prices of 
arhai Sc fish (f 5 per cent 
each), potatoes Sc tea (-1- 3 per 
cent each), oranges & apples 
(+2 per cent each) and jowar, 
bananas, ghee Sc betelnuts 
(+1 per cent each) showed a 
rise. 

Non-Food Articles 

Lower prices of copra (—11 
per cent), raw silk (—-3 per 
cent), groundnuts Sc niger 
seed (—2 per cent each) and 
cottonseed and gingelly seed 
(—1 per cent each) brought 
down the group index for 
“Non-Food Articles” (which 


includes industrial raw materi¬ 
als) by 0.5 per cent to 185.6 
as against 186.6 for the ear¬ 
lier week. However, prices of 
soyabean (1 7 per cent), raw 
jute, mesta and safflower (+3 
per cent each), rape Sc mustard 
seed and castor seed (+2 per 
cent each) and linseed and 
logs Sc timber ( I 1 per cent 
each) increased. 

Minerals 

The index for “Minerals” 
remained unchanged at its 
last week’s level of 443.1. 
Compared witht he correspond¬ 
ing week of the last year, it 
showed a decline of 2.1 per 
cent. 

The index for the major 
group “Fuel, Power, Light Sc 
Lubricants” stood stationary 
at the earlier week’s level of 
232.1. 

Manufactured Products 

Among manufactured pro¬ 
ducts, the index for the group 
“Food Products” advanced 
by 0.9 per cent to 183.2 as 
compared to 181.6 for the 
earlier week due to a rise in 
prices of kardi oil ( j-4 per 
cent), gur (-(-3 per cent), salt 
(4 2 per cent) and mustard 
oil Sc gingelly oil (41 per cent 
each). However, prices of 
coconut oil (—10 per cent), 
mahua oil (—2 per cent) and 
khandsari Sc cottonseed oil 
(— 1 per cent each) declined. 

Beverages and Tobacco 

The index for “Beverages, 
Tobacco & Tobacco Products” 
group stood stationary at its 
last week’s level of 166.0. At 
this level, the group index 


recorded a fall of 1.2 per cent 
when compared with the cor¬ 
responding week of the last 
year. 

Textiles 

The index for “Textiles” 
group recorded a rise of 0.4 
per cent to 162.0 as against 
161.3 for the previous week 
owing to an increase in the 
prices of jute manufactures 
and cotton yarn (-12 per cent 
each). The prices of art silk 
and artificial yarn (—1 per 
cent), however, declined. 

Paper Sc Paper Products 

The index for “Paper Sc 
Paper Products” witnessed a 
fall of 0.8 per cent to 183.0 
as against 184.4 for the earlier 
week due to a decline in the 
prices of newsprint (—8 per 
cent). 

The index for “Leather & 
Leather Products” group stood 
stationary at its previous 
week’s level of 232.5. 

The index for “Rubber & 
Rubber Products” remained 
unchanged at its earlier week’s 
level of 157.2. 

Chemicals 

The index for the “Chemi¬ 
cals Sc Chemical Products” 
group stood at 173.0 as against 
172.9 for the previous week. 
Prices of essential oils (45 
per cent) and linseed oil (42 
per cent) however advanced. 

The index for “Non-metal- 
lic lvtineral Products” group 
stood stationary at its previous 
week’s level of 190.2 

The index for “Basic Metals, 
Alloys & Metal Products” 
remained unchanged at its 
previous week’s level of 190.6. 


Machinery Sc Transport 
Equipment 

The index for “Machinery 
Sc Transport Equipment” group 
remained constant at its earlier 
week’s level of 170.0. Com¬ 
pared with the corresponding 
week of a year ago the index 
at this level was however 
lower by 1.1 per cent. 

Miscellaneous Products 

The index for “Miscellane¬ 
ous Products” went up from 
164.8 in the previous week to 
167.0 during the week under 
review because of an increase 
in the prices of crushed bones 
(47 per cent). 

The Gwalior Rayon Silk 
Mfg. (Wvg.) Co. Ltd. 

Regd. Office: 

Birlagram, Nagda (M.P.) 

NOTICE 

NOTICE is hereby given 
that an Extraordinary General 
Meeting of the Shareholders of 
the Company will be held at 
its Registered Office at Birla- 
gram, Nagda (M.P.) on 
Monday, the 14th day of 
March, 1977 at 4.30 P.M. to 
transact the Special business 
mentioned in the Notice dated 
12th February, 1977 separately 
posted to the Shareholders of 
the Company individually at 
their registered addresses. 

The explanatory statement 
as required under Section 173 
of the Companies Act, 1956, 
relating to the special business 
is annexed to the Notice. 

Note 

A Member entitled to attend 
and vote is entitled to appoint 
a proxy to attend and vote 
instead of himself and the 
proxy need not be a member. 
By ORDER OF THE BOARD 
B.N. Puranmalka 
Secretary 

16th February, 1977 


360 


EASTERN ECONOMIST 


FEBRUARY 25, 1977 


Index Numbers of Wholesale Prices by Major Groups, Groups & Sub-Groups 

(Base 1970-71-100) 


Major groups, groups & 
sub-groups 

Weights in 



Week ended 



nidiion iii 

all-commo- 

ditics 

29.1.77 

22.1.77 

(Provisional) 

1.1.77 

4.12.76 

(Final) 

31.I.76 

1 

2 

3 

4 

5 

6 

7 

AH commodities 

(1000.00) 

178.8 

178.6 

177.0 

177.0 

166.0 

I. Primary articles 

416.67 

172.3 

172.6 

169.2 

1669 

156.7 

Food articles 

297.99 

156.2 

156.3 

153.4 

153.3 

151.9 

Foodgrains 

129.22 

159.1 

159.4 

156.1 

152.9 

156.3 

Cereals 

J 07.43 

157.8 

158.0 

156.8 

154.6 

153.2 

Pulses 

21.79 

165.8 

166.8 

152.5 

144.5 

171.3 

Fruits & vegetables 

61.32 

136.1 

136.9 

133.5 

135.5 

129.5 

Milk & milk products 

61.50 

151.0 

150.8 

150.5 

156.3 

152.9 

Eggs, fish & meat 

10.97 

187.3 

187.0 

185.9 

186.7 

178.7 

Condiments & spices 

10.94 

153.2 

157.1 

153.7 

159.8 

164.4 

Other food articles 

16.04 

194.1 

189.2 

181.3 

168.4 

158.8 

Non-food articles 

106.21 

185.6 

186.6 

181.1 

172.8 

135.4 

Fibres 

31.73 

196.3 

195.8 

193.8 

191.2 

146.3 

Oilseeds 

42.01 

179.5 

182.3 

174.7 

159.6 

107.8 

Other non-food articles 

32.47 

183.0 

183.1 

177.0 

172.1 

160.3 

Minerals 

12.47 

443.1 

443.1 

443.1 

443.1 

453.6 

Metallic minerals 

2.29 

172.8 

172.8 

172.8 

172.8 

195.0 

Other minerals 

4.16 

181.3 

181.3 

181.3 

181.3 

193.9 

Petroleum crude & natural gas 

<>.02 

727.4 

727.4 

727.4 

727.4 

731.9 

11. Fuel, power, light & lubricants 

84.59 

232.1 

232.1 

232.1 

232.1 

220.9 

Coal mining 

11.47 

197.7 

197.7 

197.7 

197.7 

197.7 

Mineral oils 

49.12 

267.6 

267.6 

267.6 

267.6 

267.1 

Electricity 

24.00 

175.8 

175.8 

175.8 

175.8 

165.7 

Ill. Manufactured products 

4°0.74 

175.2 

174 6 

174.2 

176.2 

163.1 

Food products 

133.22 

103.2 

101.6 

102.6 

190.3 

151.8 

Dairy products 

3.00 

101.4 

101.4 

101.4 

101.4 

101.4 

Canned preserved fruits & vegetables 0.39 

155.5 

155.5 

155.5 

155.5 

155.5 

Canned & preserved fish, sea food 0.36 

229.2 

229.2 

229.2 

229.2 

191.0 

Grain mill products 

4.64 

156.9 

156.9 

157.8 

157.8 

170.4 

Bakery products 

1.05 

159.8 

159.8 

159.8 

159.8 

162.4 

Sugar, khandsari & gur 

72.41 

187.2 

184.0 

192.1 

211.5 

173.6 

Sugar confectionary, cocoa & chocolate 0.53 

160.2 

160.2 

160.2 

160.2 

160.3 

Miscellaneous food products 

49.16 

180.8 

101.2 

171.9 

164.4 

115.0 

Edible oils 

37.16 

170.8 

171.6 

162.6 

154.9 

110.3 

Oil cakes 

9.05 

227.4 

226.1 

212.3 

205.6 

123.2 

Other misc. food products 

2.95 

164.5 

164.2 

163.7 

157.0 

147.8 

Beverages, tobacco & tobacco products 27.00 

166.0 

166.0 

166.0 

166.0 

168.0 

Wine industries 

6.77 

132.2 

132.2 

132.2 

132.2 

131.0 

Soft drinks 

0.82 

224.9 

224.9 

224.9 

224.9 

173.8 

Tobacco manufactured 

19.49 

175.3 

175.2 

175.2 

175.2 

180.6 

Textiles 

110.26 

162.8 

161.3 

159.0 

158.6 

145.4 

Cotton textiles 

81.02 

165.3 

164.5 

162.0 

161.8 

144.1 


—Contd 
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Index Numbers of Wholesale Prices by Major Groups, Groups & Sub-Groups— (Contd.) 


2.44 


211.2 


211.2 


Woollen yarn & textiles 
Silk, art silk & synthetic fibres 
textiles 

Jute, hemp & mesta textiles 
Textiles products n.e.s. 

Paper & paper products 
Leather & leather products 

Tanned and cured finished leather 
Footwear & other leather products 

Rubber & rubber products 

Tyre & tubes 
Other rubber products 

Chemicals & chemical products 

Basic industrial chemicals 

Fertilisers 

Pesticides 

Paints & varnishes 

Drugs & medicines 

Cosmetics, soap & detergent 

Inedible oils 

Synthetic resins & plastic materials 
Dyestuffs & other chemicals n.e.s. 

Non-mctallic mineral products 

Structural clay products 
Glass & glass products 
Earthenware & earthen pottery 
Cement, lime & plaster 
Misc. non-metallic mineral products 

Basic metals, alloys & metals products 

Basic metals & alloys 
Iron, steel & ferro-alloys 
Non-ferrous metals & their alloys 
Metal products 

Machinery & transport equipment 

Machinery & machine tools 
Non-electrical machinery 
Electrical machinery 
Transport equipment 
Motor vehicles & parts 
Motor cycles, scooters, bicycles 
& parts 

Miscellaneous products 

Wood & wood products 
Other mfg. industries n.e.s 


12.83 

155.4 

156.8 

12.14 

132.5 

129.8 

1.83 

192.5 

192.5 

0.51 

183.0 

184.4 

3.05 

232.5 

232.5 

2.95 

241.4 

241.4 

0.90 

203.1 

203.1 

12.07 

157.2 

157.2 

9.04 

155.2 

155.2 

2.23 

166.3 

166.3 

55.40 

173.0 

172.9 

7.26 

189.0 

189.0 

12.52 

185.8 

185.8 

1.16 

232.7 

232.7 

1.92 

207.2 

207.2 

9.03 

134.7 

134.7 

5.06 

168.2 

167.7 

1.54 

186.1 

183.5 

0.30 

165.6 

165.6 

7.09 

178.0 

178.0 

14.15 

190.2 

190.2 

1.02 

209.8 

209.8 

1.90 

J 89.6 

189.6 

0.96 

253.3 

253.3 

7.07 

173.8 

173.8 

2.32 

199.1 

199.1 

59.74 

190.6 

190.6 

46.51 

192.8 

192.8 

34.73 

187.0 

187.0 

11.78 

210.0 

210.0 

13.23 

102.6 

182.6 

67.10 

170.0 

170.0 

50.45 

170.6 

170.6 

30.91 

175.7 

175.7 

19.54 

162.7 

162.7 

16.73 

167.9 

167.9 

13.73 

173.2 

173.2 

3.00 

143.3 

143.4 

7.20 

167.0 

164.0 

1.74 

160.2 

160.2 

5.46 

169.2 

166.1 


5 

6 

7 

211.2 

209.8 

194.4 

155.9 

157.7 

157.8 

126.3 

123.5 

125.1 

191.5 

191.5 

182.3 

179.5 

179.8 

181.5 

230.1 

235.4 

218.8 

238.3 

245.2 

221.6 

203.1 

203.1 

209.6 

157.2 

157.2 

156.8 

155.2 

155.2 

154.8 

166.3 

166.3 

165.9 

172.4 

171.7 

173.5 

189.4 

188.2 

198.0 

185.8 

185.8 

207.2 

232.7 

232.7 

232.0 

205.5 

206.7 

195.9 

134.7 

134.7 

120.6 

167.6 

167.6 

169.5 

173.0 

161.2 

105.7 

165.6 

164.0 

167.7 

176.8 

176.6 

171.4 

190.3 

190.1 

189.8 

210.4 

210.2 

201.2 

190,3 

189.3 

214.6 

253.3 

253.3 

253.3 

173.8 

173.8 

171.7 

198.6 

198.6 

186.4 

190.5 

190.6 

187.5 

192.8 

192.8 

190.8 

187.0 

187.0 

185.7 

209.6 

209.9 

206.8 

182.6 

182.6 

175.0 

169.9 

169.9 

171.9 

170.5 

170.5 

172.3 

175.5 

175.5 

175.7 

162.7 

162.7 

166.9 

167.9 

167.9 

170.6 

173.3 

173.2 

176.9 

143.2 

143.3 

142.0 

164.0 

166.3 

166.4 

160.2 

160.2 

160.1 

166.2 

168,3 

160.4 
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Reserve Bank of India (Rs crores) 



1976 


1977 


Variations over 


Week ended 

Jan. 30 

Jan. 21 

Jan. 28 

Week 

Month 

Year 

Notes in circulation 

6,270 

7,416 

7,361 

—55 

109 

1,091 

Notes issued 

6,312 

7,460 

7,396 

—64 

130 

1,084 

Notes held in banking department 

42 

44 

35 

—9 

22 

—7 

Deposits 

Central & state governments 

67 

74 

68 

—6 

—40 

1 

Scheduled commercial banks 

566 

871 

884 

13 

102 

318 

Scheduled state cooperative banks 

19 

26 

27 

1 

—5 

8 

Other banks 

2 

3 

3 

— 

— 

1 

Others 

1,453 

1,945 

1,959 

14 

35 

506 

Other liabilities 

2,108 

2,135 

2,121 

—14 

34 

13 

Total liabilities/assets 

10,485 

12,469 

12,422 

—47 

234 

1,937 

Foreign exchange assets* 

951 

2,370 

2,392 

22 

106 

1,441 

Gold coin and bullion 

183 

188 

188 

— 

5 

5 

Rupee securitiesf 

5,439 

6,379 

6,340 

—39 

111 

—99 

Loans and advances 

Central & state governments 

196 

160 

147 

—13 

—58 

—49 

Scheduled commercial banks 

671 

944 

939 

—5 

—19 

268 

State cooperative banks 

509 

467 

476 

9 

1 

—33 

Others 

458 

622 

623 

1 

1 

165 

Bills purchased and discounted 

Commercial 

170 

168 

166 

-2 

10 

—4 

Treasury 

294 

198 

192 

—6 

9 

—102 

Investments-J*! 

85 

36 

36 

— 

— 

—49 

Other assets 

529 

937 

923 

—14 

67 

394 


♦Foreign securities plus balances held abroad. ^Government of India rupee securities including ad-hoc treasury bills. 
ffExcluding investments in rupee securities. 

Scheduled Banks—Business in India (Rs crores) 


All scheduled banks Scheduled commercial banks 


Week ended 

1976 

1977 

1976 

1977 



Jan. 30 

Jan. 21 

Jan. 28 

Jan. 30 

Jan. 21 

Jan. 28 

Aggregate deposits 

14,263 

17,779 

17,811 

13,773 

17,151 

17,183 

Demand 

5,737 

6,776 

6,822 

5,624 

6,636 

6,682 

Time 

8,527 

11,002 

10,989 

8,149 

10,515 

10,501 

Borrowings from Reserve Bank 

1,173 

1,408 

1,410 

671 

944 

939 

Against usance bills/pro. notes 

481 

253 

255 

107 

11 

11 

Others 

692 

1,155 

1,154 

564 

933 

928 

Cash and balances with Reserve Bank 

895 

1,239 

1,258 

876 

1,211 

1,229 

Cash 

311 

342 

348 

309 

340 

345 

Balances 

584 

896 

911 

566 

871 

884 

Investments 

4,667 

5,649 

5,671 

4,516 

5,463 

5,485 

Government securities 

3,274 

3,970 

3,993 

3,187 

3,863 

3,885 

Other approved securities 

1,393 

1,679 

1,678 

1,329 

1,600 

1,600 

Bank credit 

11,324 

14,125 

14,088 

10,323 

13,093 

13,057 

Loans, cash-credits and overdrafts 

9,173 

12,3'8 

12,344 

8,172 

11,327 

11,314 

Inland bills* purchased 

832 

637 

620 

832 

637 

620 

Discounted 

856 

550 

545 

856 

550 

545 

Foreign bills-purchased 

295 

343 

352 

295 

343 

352 

Discounted 

168 

237 

227 

168 

237 

227 

Cash-deposit ratio 

6.27 

6.97 

7.06 

6.36 

7.06 

7.15 

Investment-deposit ratio 

32.72 

31.77 

31.84 

32.79 

31.85 

31.92 

Credit-deposit ratio 

79.39 

79.45 

79.10 

74.95 

76.34 

75.99 


Source : Reserve Bank of India 
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Consumer Price Index Number* for Industrial Workers 


(Base 1960=100) 


Centre 

1965- 

66 

1969- 

70 

1970- 

71 

1971- 

12 

1972- 

73 

1973- 

74 

1974- 

75 

1975- 
76 - 




1976 





May 

June 

July 

Aug. 

Sept 

Oct. 

Nov. 

Dec. 

All India 

— 

177 

186 

192 

207 

250 

317 

313 

290 

291 

297 

298 

302 

304 

306 

306 

Ahmedabad 

130 

169 

176 

181 

198 

245 

305 

293 

269 

269 

276 

279 

283 

281 

280 

284 

Alwaye * 

145 

197 

198 

202 

215 

267 

346 

358 

313 

321 

326 

318 

322 

322 

328 

330 

Asansol 

140 

178 

189 

194 

206 

245 

316 

317 

306 

307 

314 

319 

319 

321 

323 

321 

Bangalore 

144 

183 

186 

194 

212 

265 

318 

332 

299 

301 

312 

312 

319 

326 

335 

330 

Bhavnagar 

132 

178 

186 

194 

217 

273 

327 

315 

291 

291 

29! 

297 

301 

303 

300 

298 

Bombay 

130 

175 

182 

190 

203 

233 

289 

300 

290 

294 

298 

294 

298 

297 

299 

300 

Calcutta 

131 

172 

182 

187 

197 

228 

288 

287 

288 

293 

296 

293 

298 

306 

303 

298 

Coimbatore 

132 

154 

163 

177 

189 

218 

209 

319 

283 

285 

300 

312 

313 

315 

313 

312 

Delhi 

136 

185 

199 

211 

222 

265 

337 

333 

320 

324 

328 

334 

335 

334 

331 

332 

Digboi 

138 

180 

189 

188 

198 

234 

310 

317 

308 

317 

309 

311 

310 

309 

308 

310 

Gwalior 

139 

184 

191 

197 

214 

271 

348 

324 

305 

308 

316 

322 

322 

320 

314 

314 4 

Howrah 

137 

176 

186 

191 

206 

239 

298 

290 

286 

286 

291 

285 

290 

296 

300 

294 

Hyderabad 

140 

185 

189 

195 

211 

251 

304 

316 

293 

295 

301 

303 

304 

311 

317 

321 

Jamshedpur 

136 

170 

183 

187 

202 

249 

313 

293 

274 

275 

280 

284 

284 

297 

297 

293 

Madras 

134 

160 

170 

182 

203 

229 

301 

314 

273 

276 

281 

280 

283 

289 

298 

305 

Madurai 

128 

152 

183 

192 

206 

236 

334 

333 

284 

287 

291 

293 

295 

303 

316 

321 

Monghyr 

151 

188 

205 

204 

225 

292 

263 

325 

289 

292 

313 

317 

325 

330 

322 

323 

Mundakayam 138 

191 

197 

199 

210 

263 

337 

346 

301 

304 

309 

303 

305 

305 

309 

310 

Nagpur 

138 

176 

187 

192 

203 

256 

314 

326 

283 

289 

298 

294 

305 

305 

303 

295 

Saharanpur 

141 

181 

186 

198 

213 

253 

338 

313 

300 

299 

303 

297 

298 

298 

298 

307 

Sholapur 

128 

176 

185 

191 

216 

277 

325 

342 

393 

288 

291 

306 

314 

310 

320 

318 


Source : Labour Bureau, Government of India. 


Consumer Price Index Numbers for Urban Non-manual Employees 

(Base 1960=100) 


Centre 

1965- 

66 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1973- 

74 

1974- 1975- 
75 76 



1976 




‘May 

June 

July 

Aug. 

Sep. 

Oct. 

Nov. 

All-India 

132 

167 

174 

180 

192 

221 

270 

277 

268 

270 

275 

277 

279 

280 

280 

Bombay 

132 

162 

168 

172 

183 

204 

241 

249 

249 

253 

256 

256 

256 

256 

255 

Delhi-New Delhi 

131 

168 

174 

180 

190 

217 

262 

273 

270 

272 

273 

276 

277 

274 

273 

Calcutta 

126 

162 

170 

174 

180 

204 

238 

243 

244 

246 

249 

252 

250 

255 

254 

Madras 

133 

161 

175 

188 

204 

231 

291 

306 

285 

287 

290 

293 

293 

296 

299 

Hyderabad-Secunderabad 

133 

167 

174 

180 

195 

223 

270 

283 

271 

273 

277 

278 

280 

283 

287 

Bangalore 

133 

164 

172 

180 

194 

228 

272 

284 

273 

273 

278 

280 

285 

288 

293 

Lucknow 

132 

161 

166 

174 

185 

215 

255 

270 

266 

266 

272 

272 

272 

274 

274 

Ahmedabad 

131 

168 

171 

173 

188 

222 

271 

272 

254 

258 

262 

263 

266 

264 

262 

Jaipur 

133 

176 

183 

188 

205 

244 

308 

311 

301 

306 

310 

311 

314 

313 

316 

Patna 

139 

180 

191 

190 

199 

229 

286 

284 

273 

274 

279 

278 

284 

288 

286 

Srinagar 

134 

174 

184 

191 

200 

215 

262 

283 

294 

293 

296 

296 

298 

302 

301 

Trivandrum 

131 

172 

178 

184 

198 

23 f 

280 

297 

295 

295 

300 

299 

302 

304 

305 

Cuttack-Bhubaneswar 

142 

169 

176 

184 

196 

221 

266 

270 

259 

259 

267 

271 

274 

278 

280 

Bhopal 

133 

172 

180 

188 

204 

238 

295 

296 

285 

288 

298 

297 

296 

297 

295 

Chandigarh 

129 

171 

178 

183 

194 

217 

265 

278 

277 

278 

283 

286 

286 

283 

282 

Shillong 

123 

164 

166 

175 

183 

208 

257 

274 

265 

264 

268 

270 

270 

267 

267 
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RECORDS A STATISTICS 


Plan outlays for states. 


An aggregate outlay of 
Rs 4,771.27 crores has been 
sanctioned by the Planning 
Commission for the next finan¬ 
cial year’s Plan programmes of 
the governments of the states 


and the union territories. This 
represents an increase of 
Rs 945.53 crores over the out¬ 
lay of Rs 3,825.74 crores ap¬ 
proved last year for the cur¬ 
rent financial year. 


1977-78 

While an outlay of 
Rs 4,604.02 crores has been 
approved for the states, the 
outlay approved for the union 
territories is Rs 167.25 crores. 
The approved outlay for 


the states for 1976-77 was 
Rs 3,6 >4.46 crores and for the 
union territories Rs 131.28 
crores. 

The recently finalised fifth 
Plan document had earmarked 


Table I 

Annual Plan 1977-78 of States and Union Territories—A Comparative Study of Outlays and Actual Expenditure 

(Rs crores) 


States & Union Territories 

Fourth Plan 
actual expen¬ 
diture 

Fifth 

Plan approv¬ 
ed outlays 

1976-77 

approved 

outlay 

1977-79 

approved 

outlay 

1977-78 

approved 

outlay 

STATES 

Andhra Pradesh 

425.51 

J333.58 

267.85 

674.12 

365.75 

Assam 

198.41 

473.84 

75.25 

295.19 

115.97 

Bihar 

479.21 

1296.06 

255.99 

691.28 

299.74 

Gujarat 

545.02 

1166.62 

218.50 

570.65 

280.58 

Haryana 

358.26 

601.34 

129.53 

297.82 

148.40 

Himachal Pradesh 

1)3.43 

238.95 

37.36 

137.23 

56.35 

Jammu and Kashmir 

162.22 

362.64 

79.99 

176.75 

89.68 

Karnataka 

374.14 

997.67 

215.93 

495.CO 

230.50 

Kerala 

333.31 

568.96 

114.00 

268.27 

135.52 

Madhya Pradesh 

475.51 

1379.71 

275.50 

700.CO 

344.77 

Maharashtra 

1004.51 

2347.61 

467.20 

1247.97 

646.80 

Manipur 

31.15 

92.86 

17.53 

50.15 

23.19 

Meghalaya 

36.24 

89.53 

20.22 

40.22 

24.46 

Nagaland 

38.52 

83.63 

17.70 

36.09 

19.27 

Orissa 

249.34 

585.02 

131.77 

292.19 

150.00 

Punjab 

428.47 

101349 

222.00 

500.00 

257.50 

Rajasthan 

308.81 

709.24 

144.07 

324.23 

168.00 

Sikkim 

— 

39.64** 

12.20 

27.44 

12.47 

Tamil Nadu 

551.69* 

1122.32 

217.20 

595.18 

260.12 

Tripura 

34.66 

69.68 

15.67 

32.65 

15.78 

Uttar Pradesh 

1162.58 

2445.86 

526.00 

1145.88 

648.25 

West Bengal 

363.55 

1246.83 

233.00 

650 00 

310.92 

Total States 

7674.58 

18265.08 

3694.46 

9248.31 

4604.02 

UNION TERRITORIES 
Andaman and Nicobar Islands 

14.70 

33.72 

6.75 

18.13 

8.21 

Arunachal Pradesh 

21.12 

30.30 

9.70 

39.40 

13.63 

Chandigarh 

17.37 

39.76 

7.15 

22 07 

11.04 

Dadra and Nagar Haveli 

2.33 

9.41 

1.30 

6.29 

2.04 

Delhi 

155.10 

316.01 

74.80 

171.30 

90.10 

Goa, Daman and Diu 

41.93 

85.00 

14.64 

45 64 

21.06 

Lakshadweep 

1.90 

6.23 

1.30 

3 39 

1.67 

Mizoram 

9.30 

46.59 

8 67 

24 07 

11.07 

Pondicherry 

14.37 

34.04 

6.97 

17 58 

8.43 

Total Union Territories 

278.12 

634.06 

131.28 

347.87 

167.25 

Grand Total of States 
and Union Territories 

7952.70 

18899.14 

3825.74 

9596.18 

4771.27 


♦Excludes Rs 19 crores on power as outside Plan. ♦*1976-79 
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an outlay of Rs 18,899.14 cro- 
res for the states and the union 
territories for the entire five- 
year period. This comprised 
an outlay of Rs 18,265.08 cro- 
res for the states and Rs 634.05 
crores for the union territories. 


State/Union 

Territories 


STATES 

Andhra Pradesh 

Assam 

Bihar 

Gujarat 

Haryana 

Himachal Pradesh 
Jammu and Kashmir 
Karnataka 
Kerala 

Madhya Pradesh 

Manipur 

Maharashtra 

Meghalaya 

Nagaland 

Orissa 

Punjab 

Rajasthan 

Sikkim 

Tamil Nadu 

Tripura 

Uttar Pradesh 

West Bengal 

Total States 

UNION TERRITORIES 
Dadra and Nagar Haveli 
Goa, Daman and Diu 
Pondicherry 
Total Union Territories 
Central Sector Unallocated 
Grand Total 


The outlay approved for the 
two terminal years of the Plan, 
i.e. 1977-78 and 1978-79, was 
Rs 9,596.18 crores. As the 
outlay for 1977-78 has now 
been approved at Rs 4,771.27 
crores, the 1978-79 outlay will 


be of the order of Rs 4,824.91 
crores. 

Table I (p 363) gives the 
1977-78 outlays approved by 
the Planning Commission for 
the individual states and the 
unionterritories. Table II 


gives the outlays approved by 
the commission for the execu¬ 
tion of the major and medium 
irrigation programmes and the 
benefits likely to accrue from 
them in the various states and 
the union territories. 


Table II 

Fifth Plan—Outlays & Benefits from Major and Medium Irrigation Programmes 

(Rs crores) 


Draft fifth 

Plan outlays 


Fifth Plan outlay 


Benefits from 

. flffU pi an 

1974-77 

1977-79 

Total 

(*000 hactares) 


198.00 

145.46 

182.65 

328.11 

311 

21.00 

11.74 

17.26 

29.00 

58 

239.70 

129.00 

126.00 

255.00 

476 

218.00 

133.34 

125.00 

258.34 

295 

103.00 

65.44 

91.11 

156.55 

170 

1.05 

0.58 

4.00 

4.58 

— 

28.25 

13.21 

21.50 

34.71 

18 

201.00 

79.72 

105.70 

185.42 

224 

82.00 

40.43 

41.10 

81.53 

98 

200.00 

121.29 

129.28 

250.57 

382 

10.26 

8.05 

14.46 

22.51 

5 

375.06 

197.59 

244.80 

442.39 

435 

0.41 

0.07 

0.10 

0.17 

— 

71.00 

42.41 

53.50 

95.91 

200 

30.00 

31.22 

34.40 

65.62 

120 

133.95 

113.85 

95.25 

209.10 

251 

— 

0.50 

0.45 

0.95 

— 

68.03 

38.58 

46.54 

85.12 

50 

0.09 

0.07 

0.10 

0.17 

— 

294.71 

257.25 

217.04 

474.29 

1812 

56.25 

29.83 

40.00 

69.83 

200 

2331.76 

1459.63 

1590.24 

3049.87 

5105 

4.99 

0.61 

1.82 

2.43 

_ , 

11.12 

5.54 . 

11.15 

16.69 

— 

0.67 

0.28 

0.48 

0.76 

2 

16.78 

6.43 

13.45 

19.88 

2 

52.90 

7.76 

17.42 

25.18 

700 

2401.44 

1473.82 

1621.11 

3094.93 

5807 
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CAUTION NOTICE 

TRADE AND MERCHANDISE MARKS ACT 1958 

Notice is hereby given to all concerned that the following Trade Marks are registered * 
in favour of our Company, viz. M/s. Atul Products Ltd., P.O. Atul, Bist: Valsad, Gujarat 
State, under the Trade Cr Merchandise Marks Act, 1958, in the following style and 


manner: 


* 1 » 1 1 » 1 1 I J I 1 


II 1 I I I I I I ■ I I I 1 I 


Trade Mark 



ATUL* 

ATUL* 

ATUL* 


Regd. No. 


212207 

8.11.62 


212208 

8.11.62 


212208 

8.11.62 


225883 

1.12.64 


225684 

1.12.64 


225685 

1.12.64 


Class 



In respect of 


Chemical Products 
used in Industry 


Dyes (not for toilet 
or laundry purpose) 


Pharmaceutical 

preparations 


Chemical Products 
used in Industry 


Dyes (not for toilet 
or laundry purpose) 


Pharmaceutical 

preparations 


n m T T I T FT.F I I I 


i i i i i i in i i i 


It is now notified, as a reminder to all persons, firms, companies and trading houses, that those 
who try to use any Trade Mark identical with and/oi* deceptively similar to the above mentioned 
Trade Marks, in any manner, amounting to use of these Trade Marks, will be dealt with according 
to Law. It is also hereby notified to all concerned that it is an infringement of the Trade Marks 
mentioned^bove if they continue to use the said Trade Marks in any manner, form or description 
of their goods. 


Through me 

J. T. Trivedi 

Patents & Trade Mark Attorney. / ' 

Arab Manxil, Tilak Road. Near Jakarta Masjid, 
Ahmadshsd-*380 001 


(S. K. Lalbhai) 
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Our life is 

an open book 



BHEL's 12-point Corporate 
Plan is a clear demonstration 
of its total commitment to our 
nation to achieve its goals 
through well-defined objecti¬ 
ves. Yes, the Corporate Plan 
proves BHEL's commitment to 
deliver more and more power 
to the people - power for 
progress and prosperity. 

The Corporate Objectives: 

1. To achieve a dominant 
position in the engineering, 
development and manufacture of 
electrical and mechanical equipment 
for generation, transmission and 
utilisation of energy and electric 
power. 

2. To carry on a growing and 
profitable world-wide business in 
electrical mechmcal equipment for 
the generation, transmission and 
utilisation of energy and its related 
products, systems and services for 
power stations, industry, agriculture 
and transport. 


3 To become a leader in research 
and development in different fields 
of engineering and technology in 
the areas of work relating to the 
business and to ensure a steady 
flow of new products, processes, 
services, methods, organisational 
patterns and relationships. 

4. To ensure sound commercial 
policies, customer acceptance and 
satisfaction for the Company's 
products and services 

5. To design, manufacture and 
market all Company's products and 
services at good quality and fair 
prices. 

6. To build public confidence for 
products and services bearing the 
Company's name and brands 
through sound competition, 
advertising, promotion, selling and 
services. 

7 To evolve a participative style 
of management which will ensure 
good working conditions and job 
satisfaction to ell employees. 


wages commensurate with their 
performance, career advancement 
and goodwill amongst all 
employees, and respect for the 
human individual. 

8. To ensure continuous deve¬ 
lopment of competent managerial 
personnel and make best use of 
both the human and material 
resources of the business. 

9. To design an organisational 
structure with clearly enunciated 
objectives and policies where 
freedom to function and flexibility 
to perform will be ensured for all 
in accordance with their abilities, 
capacities, resourcefulness and 
initiative. 

10. To provide a reasonable and 
adequate return on the invested 
capital and generate adequate 
internal resources to finance 
growth of the Company and fulfil 
national objectives. 

11. To fulfil, as an instrument of 
social change, by adapting 


Company policies, products, 
services, facilities, plants and 
schedules, the social, civic and 
economic responsibilities, 
commensurate with the opportu¬ 
nities afforded by the size, success 
and nature of the business and 
of public confidence in it as a 
corporate enterprise. 

12. To give full consideration 
to the environmental impact of all 
products and processes developed, 
designed and built by BHEL 

Bharat Haavy Electricals 
Limited 

18-20 Kasturba Gandhi Marg 
New Oelhi 110 001 


SAABHEL.2517 
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Mourn your blessings? 

Dr Manmohan Singh, secretary, department of Economic Affairs, in the ministry 
of Finance (previously chief economic adviser to government), has a hard-earned 
reputation as an incisive and clear-headed expert. It may therefore be reasonably 
assumed that he knows more than most what really is happening in the economy* 
Why, then, is he finding it so difficult to share any of his knowledge with an audi¬ 
ence? Speaking at a symposium on prices organized by the Institute of Economic 
Growth in Delhi recently, he mentioned the expansion of money supply, but failed 
to elucidate the nature or extent of the inflationary content of the latter. His 
concern seemed only to be with trying to explain the necessity of some part of this 
expansion and the naturalness of some olher part. The “necessity”, of course, lies 
in the extension of bank credit to the procurement and buffer stock operations of 
the Food Corporation of India. The “naturalness” is inherent in the large growth 
of foreign exchange assets of the Reserve Bank of India due partly to a brisk inflow 
of remittances from abroad. All this is information already known. Retelling it has 
hardly advanced analysis any further. 

Procurement or buffer stock operations, properly planned or executed, are expect¬ 
ed to stabilise prices, not to contribute towards reviving inflationary pressures 
on the general price level. Dr Manmohan Singh suggested that foodgrain prices 
would have collapsed had not the Food Corporation been drawing away large 
supplies from the market and piling them up in its godowns. “Collapse”, 
surely, is too strong a term to use in this context. In any case, Dr Manmohan 
Singh seemed to have lost sight of the fact that he was trying to validate not 
“support prices”, if the government had any in mind, but “procurement prices” 
which are a different kettle of fish. The truth is that the government just did not 
work out a sufficiently flexible policy for a properly coordinated effort to deal with 
a considerable easing of the foodgrain economy. Mr L.K. Jha has pointed out 
somewhere that no attempt apparently has been made to determine in a rational 
manner the size of the buffer stock which may be necessary for stabilizing the 
national foodgrain economy. This lack of planning is evident all over the place— 
and not only in the matter of buffer stocks. For fear of a “collapse” of prices— 
whatever this may mean—the Food Corporation has been sucking up market arri¬ 
vals of wheat at procurement prices, without simultaneously making an organised 
attempt to facilitate open market retailing all over the country or enabling or encou¬ 
raging under-fed sections of the population to raise their levels of consumption. 

On the contrary, for much the greater part of last year, wheat of a reasonable 
quality was just not available in big consuming centres such as Bombay in sufficient 
quantities or at fair prices. The situation with regard to rice was much worse and 
it, in fact, continues to be so even now in many other consuming areas besides 
Bombay. The fair price shops have been functioning, of course; but the poor quality 
of the grain supplied through these shops in many consuming centres, not excluding 
Delhi, has been a deterrent to adequate offtake. It was only towards the close of 
last year that the government’s food management started acting on the logic of 
accumulating stocks. Even so, much still remains to be done to gear this manage¬ 
ment to the realities of the food economy. Meanwhile, we have not been told at all 
whether any attempt was made last year to reduce or defer imports wherever con¬ 
tracts already entered into admitted of this manoeuvring. Taking all this into account, 
we may certainly venture the view that the physical withdrawing of large quantities of 
a basic wage goods, such as foodgrains, from the market when this official “hoarding” 
is being financed by a large expansion of bank credit, has certainly not been irrelevant 



to the disturbances in the equilibrium of 
the economy. 

The dramatic increase in the external 
reserves, fed by a growth in exports as 
well as by a rise in remittances from 
abroad, among other contributaries, has 
no doubt been reflected in the expansion 
of money supply, but countries such as 
West Germany and Japan, which have 
been “suffering” this kind of embarrass¬ 
ment of* riches to a far greater extent, 
have nevertheless been able to bringdown 
their rates of inflation in the course of 
1976 and since. The issue is not whether 
new situations develop, but whether eco¬ 
nomic management is able to comprehend 
the implications and cope with the 
demands of change or changes. For 
instance, could not imports have been 


The quick estimates of national income 
for 1975-76 released recently by the Cen¬ 
tral Statistical Organisation (CSO) of the 
government of India disclosed an increase 
of 8.8 per cent over 1974-75. This rate 
of rise was higher than the six per cent 
increase estimated by the Planning Com¬ 
mission in September last year while 
releasing the revised fifth Plan for the 
period 1974-75 to 1978-79. Partly the 
under-estimation by the Planning Commis¬ 
sion was due to the conservative forecast 
at that time of food production in 1975-76 
at 116 million tonnes as against the final 
tally of 120.83 million tonnes taken into 
account by the CSO. Earlier, in 1974-75, 
the output of foodgrains was computed to 
be around 99.83 million tonnes. A rise of 
21 million tonnes in foodgrains produc¬ 
tion in one year increased the share of the 
primary sector in national income by as 
much as 13.2 per cent. Thus, the credit 
for this sharp upturn in the contribution 
of the primary sector to national income 
in 1975-76 was due as much to the excel¬ 
lent performance of agriculture as to the 
failure on this front in J 974-75. 

Nearly 45 per cent of the national 


liberalized earlier? Did the government 
have to wait until a squeeze developed in 
raw cotton or edible oils? Would not 
industrial growth have benefited all along 
from improved access to essential imports 
of raw materials or plant and machinery? 
Normally, a turn for the better, whether 
in respect of the availability of basic 
consumer goods such as foodgrains or in 
the case of external resources accruing to 
the national balance-sheet, should be a 
gain to our development process. It can¬ 
not be cited as a liability for economic 
policy-makers. Surely, it is high time that 
they had stopped preening themselves 
on how clever they had been in 1974-75 or 
even 1975-76 and started worrying about 
where they might have gone wrong 
since. 


income of our country in 1975-76 origi¬ 
nated in agriculture. The performance of 
the agricultural sector, thus, held the key 
to the performance of the whole economy. 
Even the secondary and tertiary sectors of 
the economy receive shots in the arm in 
those years when the primary sector puts 
up a good show. 

Despite the fact that an emergency 
had been declared in June, 1975 and 
there was a sharp decline in strikes and 
the supply of power to industry had 
sizeably improved, the secondary sec¬ 
tor comprising all sections of industry 
could record a modest rise of only 5.8 
per cent in its contribution to national 
income in 1975-76 over 1974-75. The ter¬ 
tiary sector did marginally better than the 
secondary sector largely due to the fav¬ 
ourable impact of both agriculture and 
industry over such activities as transport, 
communicat on, trade, finance and real 
estate. 

The interest in the happy performance 
of the economy in 1975-76 at present is 
rather academic because all eyes are cur¬ 
rently set on the likely course which the 
economy will take in 1976-77. Sama- 


char, the only news agency in the coun¬ 
try, was carried away by the exuberance 
of the performance of the economy in 

1975- 76 when it stated that 1976-77 would 
“be another year of economic upturn”. 
The Economic Times went a step further 
when it stated that national income in 

1976- 77 was likely to rise by seven per 
cent over the preceding year. A close 
scrutiny of the available economic indi¬ 
cators pointed out that Economic Times 
estimate was wide off the mark. It may 
be stated here that this was not the esti¬ 
mate of its research bureau which over the 
years has put forth reliable and realistic 
estimates. 

role of farming 

As stated earlier, agriculture is central 
to our economy and its performance to a 
large extent would determine the rise of 
national income in 1976-77. So far, the 
kharif estimates of food production have 
shown a fall of seven million tonnes. The 
fact that food production for 1976-77 at 
116 million tonnes has been mentioned by 
official sources shows that rabi crop is 
expected to improve its yield by two mil¬ 
lion tonnes over the preceding year. This 
is hardly possible in view of the scanty 
winter rainfall and reports of damage to 
crops in some areas. Even if the figure of 
116 million tonnes for foodgrains is 
assumed to be correct, the contribution of 
the primary sector is likely to show a fall 
of about three to four per cent to national 
income. 

The secondary sector, according to 
current indications, is expected to im¬ 
prove its record. While the contribution 
of this sector to national income rose by 
5.8 per cent in 1975-76, it is expected to 
rise by at least 10 per cent in 1976-77. So, 
a part of the setback experienced in the 
primary sector will be covered by the 
secondary sector. 

According to a survey conducted by 
the Small Industries Development Organi¬ 
sation, the share of small industries in the 
total industrial pnoduction of the country 
is estimated to be around 40 per cent, 
In 1976, the output of this sector is re¬ 
ported to have risen by 18 per cent. .This 
does not mean that the contribution of 
this sector to the national income will also 
rise by the same percentage. In national 


One swallow does 

not make a summer 
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income accounting, It is the net added 
value which is taken into account and not 
gross output Hence, the industry as a 
whole including the large, medium and 
small-scale industries is not expected to 
improve its contribution by more than 10 
per cent. 

But the tertiary sector may not show 
the same order of improvement as in 
1975-76 due to the sluggishness in the 
primary sector. All in all, the final na¬ 
tional income estimate for 1976-77 may 
record a rise of two to three per cent at 
best but nowhere near seven percent 
estimated by the Economic Times . 

Moreover, one swallow does not make 
a summer. Simply because fortuitous 
events in 1975-76 raised national income 
to an all time high, did not mean 
that the web of stagnation had been cut 
out once for all. The estimate of reduced 
rate of rise in national income in 1976-77 
was also in line with past performance; 
every time national income rose sharply 
in a particular year, the succeeding one 
put up a poor performance. For example, 
the highest rate of rise in national income 
in the sixties was witnessed in 1967-68 at 
8.2 per cent but in the following year i.e. 
1968-69, the rate of increase dropped to 
three per cent only. Earlier, the peak in 
rate of rise was recorded in 1964-65 at 7.5 
per cent but in the succeeding year i.e. in 
1965-66, there was a fall, instead of a rise, 
of the order of 5.1 per cent. 

long-term growth 

It would be relevant to be guided by 
the long-term growth in national income 
which between 1960-61 and 1975-76 had 
averaged 4.3 per cent per annum (simple) 
or 3.4 per cent per annum (compound). 
With population rising at 2.4 per cent per 
annum, the net increment in per capita 
income was, on the average, about one per 
cent per annum. The same point may be 
illustrated with reference to actual figures 
of per capita income. In 1960-61, per 
capita income of this country was estima¬ 
ted at Rs 305.6. By 1970-71, it had risen 
at constant prices to Rs 351.8 and is 
estimated to have risen to Rs 366 in 
1975-76. Thus, in 15 years, the total rise 
was of the order of Rs 60 only or about 
20 per cent which at the compound rate 


worked out to'be around 1.2 per cent per 
annum. 

However, even this small rate of rise 
was not communicated uniformly to all 
strata of society with the result that for 
some sections there was hardly any 


Among the many questions which the 
Indirect Taxation Enquiry Committee— 
popularly known as the Jha Committee 
since it is chaired by Mr L. K. Jha 
(governor of Jammu & Kashmir)— 
is currently studying, is the one relating 
to the utility in this country of the value 
added tax (VAT) system which in various 
forms is being practised in many countries 
particularly in western Europe and Latin 
America. It is claimed to be a simple 
way to tax, being “a general turnover tax 
on consumption 1 ’. In essence, the VAT 
system is based on the following dictum: 
“The sum of the values added at succes¬ 
sive stages is equal to the final price of 
products; and the sum of the tax paid at 
the successive stages will be the same as 
the tax which would be payable if it were 
charged on the full value of the final 
product and collected as a single pay¬ 
ment 1 ’. Its chief merit therefore lies in 
its assessment of the tax at each stage 
only on the increase in value of a product 
since the last taxable transaction. And 
its supporters have advocated it not only 
for its simplicity in application but also 
for its capability to reduce tax evasion 
through in-built cross-checking. 

France was the first country in the world 
to impose VAT in 1954. Thus, as a way 
of taxing, VAT is less than a quarter 
century old though in recent years many 
other countries have decided to follow the 
French example. All the members of the 
European Economic Community (EEC), 
and Norway, Sweden, Brazil, Ecuador, 
Uruguay, Algeria, Morocco and Tunisia 
have given up turnover taxes in favour 
of VAT. Thus, in a majority of the 
countries, it has been tried as an alter¬ 
native to sales tax. Many other countries 
are reported to be studying the feasibility 
of its application in their respective eco- 


perceptfble improvement in the level of 
living. A sluggish rate of growth in the 
economy accompanied by maldistribution 
of the increment in output was the biggest 
indictment of the policies pursued by the 
government so far. 


nomies. In Britain the government had 
appointed in 1964 a special committee to 
examine the pros and cons of VAT. Its 
verdict was against the application of 
VAT in the United Kingdom though in 
1973, largely to keep up with the EEC of 
which it had become a member, it opted 
for it. 

Since the Jha committee has been asked 
to put forward suggestions for streamlin¬ 
ing indirect taxation only, it will have to 
examine the feasibility of VAT in relation 
to excise duties and sales tax. The under¬ 
lying consideration in the application of 
VAT would be to see that the yield in 
these taxes is not reduced. There is a 
view that this task should have been 
assigned to a separate study team as was 
done in the UK but there does not seem 
to be much merit in it. 

The Jha committee while studying 
the usefulness of VAT in this country 
could go in for other allied questions 
as well and make a fruitful use of the 
human and technical effort involved. 
It may be stated here that VAT, if 
made applicable to excise duties in 
our country, will have to do away with 
specific duties which have been in use 
for many years. Also, it will not need 
physical supervision at various stages— 
this task being done by the manufacturers 
who however would be subjected to sur¬ 
prise checks. 

The theorists see VAT as a tax to be 
made applicable to all goods and services 
without exception, though in practice all 
governments have been under compulsion 
to make some exceptions. They see in 
it an ideal tax which avoids the levy of 
tax upon tax. In the case of excise duties, 
for example, the tax is first imposed on 
the raw material and then on the finished 
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product; , in this process,,excise duty in 
t(ie second stage is imposed on the excise 
duty levied at the first stage. In the case 
of many commodities, this process of tax 
qn tax is carried on at three or even four 
stages. VAT system alone has the dis¬ 
tinction of not cascading or cumulatively 
adding taxes. 

severe criticism 

Despite all the plus points, VAT has 
come in for severe criticism especially 
in the developing countries. The fact 
that it imposes a rigorous scheme of 
accounting and book-keeping for every 
manufacturer (when applied in place of 
excise duty) and retailer (when it replaces 
sales tax) in a developing society is cited 
as the main reason against its adoption. 
VAT, there is no doubt, is based on a 
system of invoicing or billing. Once a 
bill has been issued to a customer, VAT 
is payable whether the bill is cleared or 
not. Though this is also true of the 
excise duty or the sales tax, the major 
thrust of the opposition is in the volume 
of clerical work involved. In the case of 
retail business, the amount of book-keep¬ 
ing demanded of the dealer is indeed 
stupendous—something which a majority 
of illiterate retailers in the small towns of 
this country may not be able to cope with. 

At a recent seminar on sales tax orga¬ 
nised in the capital by the Punjab, Haryana 
and Delhi (PHD) Chamber of Commerce 
& Industry, Mr D.D. Puri, chairman of the 
PHD, expressed the view that in this coun¬ 
try, because of variations in taxation from 
state to state, VAT would give rise to a 
number of sub-national VAT systems for 
different states which might distort the 
co>L of calculation of a particular commo 
dity and interfere with the free play of 
competitive forces in the production of the 
same commodity within the national boun¬ 
daries. At this very seminar, the PHD 
had pleaded for uniformity in sales tax. If 
this suggestion were accepted, then the 
VAT system also could not be ruled out 
because of the argument advanced by Mr 
Puri. However, taking all factors into 
consideration, Mr Puri recommended the 
adoption of an Indian version of VAT 
which should be applied to a few industries 
on an experimental basis before its scope 
was enlarged. It was hard to know what 


the Indian version would be but it is worth 
recording here the three different methods 
of computing the tax base adopted in other 
countries. They are: (i) the addition pro¬ 
cedure (ii) the cost subtraction procedure 
and (iii) the tax credit procedure. The 
three methods of computation of VAT arc 
based on (a) consumption, (b) net national 
income and (c) gross national product, 
respectively. The basic difference among 
these methods is the treatment accorded to 
investment but the complexities of the 
various methods will need to be studied in 
detail with special reference to our country 
before taking a decision in this regard. 
Unfortunately, little analytical work in this 
regard has been done in this country so 
far. 

A recent Reserve Bank study had advo¬ 
cated VAT in place of corporation tax 
rather than for sales tax or excise duties. 
Among other things, this study recom¬ 
mended the taking into account of the 
peculiar conditions prevailing in our coun¬ 
try before introducing VAT. For instance, 
the developed countries opting for VAT 


have usually taxed investment and con¬ 
sumer goods without distinction. This 
may not be desirable in our economy. 
VAT in our country will have to favour, 
as far as possible, labour-intensive means 
of production and also encourage small- 
scale manufacturers. 

Whatever the professed merits of the 
VAT system of taxation in regard to pro¬ 
ductive or distributive chain of operations 
in this country, there do not seem to be 
very bright chances of its adoption in the 
near future. Besides the accounting exper¬ 
tise demanded of the manufacturer or the 
retailer, VAT relies for its success on the 
honesty of the dealers. In many countries, 
this is ensured by surprise checks by the 
official machinery. The consensus in those 
countries where the VAT system has been 
used is against it mostly because of the 
harassment caused by the inspectorate 
even though most of the manufacturers and 
retailers are literate in those countries. In 
our country, the high rate of illiteracy 
particularly among the retailers is a for¬ 
midable deterrent. 


Non-ferrous metals : 

promising outlook 


Fairly imprfssivf progress has been 
recorded in the last two years in 
regard to the production of non- 
ferrous metals. With the commissioning 
of the 3I,(K)0 tonnes copper smelter at 
Khetri towards the close of 1974, the 
copper smelting capacity in the country 
was raised to 57,000 tonnes per annum 
which increased the actual production of 
blister copper from 12,505 tonnes in 1974 
to 24,696 tonnes in 1976. The output of 
blister copper is expected to go up by the 
end of the current calendar year to as 
much as 31,000 tonnes. The zinc smelt¬ 
ing capacity has been stepped up during 
this period by 27,000 tonnes to 65,000 
tonnes per annum. This "capacity would 
now go up to as much as 95,000 tonnes 
as the Visakhapatnam smelter is going on 
stream. The output of zinc, which was 
of the order of 21,367 tonnes in 1974, 
went up to 26,786 tonnes in 1976 and 


is anticipated to register a sharp in¬ 
crease to as much as 60,000 tonnes by the 
end of the current year. The lead smelt¬ 
ing capacity has been increased from a 
bare 3,800 tonnes to 8,800 tonnes per 
annum. It is anticipated to go up to 
10,800 tonnes by the end of 1978 when 
the 10,000 tonnes smelter corrently under 
erection along with the zinc smelter at 
Visakhapatnam is to be commissioned. 
The output of lead went up from 3,986 
tonnes in 1974 to 5,435 tonnes in 1976 
and is likely to increase to 8,000 tonnes 
by the close of this year. The capacity 
to manufacture aluminium has been raised 
during the last two years by about 45,000 
tonnes to approximately 225,000 tonnes 
and is envisaged to be increased to 
275,000 tonnes by the third quarter of 
this year and 300,000 tonnes by the mid¬ 
dle of 1978. Thanks to the increase in 
capacity as well as a significant improve- 
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ment In power supply,the production of 
aluminium, which in 1974 was of the 
order of 128,913 tonnes (having declined 
from 154,289 tonnes in 1973), went up to 
210,672 tonnes in 1976. It may go up 
to 260,000 tonnes this year if power is 
available for two additional potlines of 
25,000 tonnes capacity each at the public 
sector unit of Bharat Aluminium Limited 
(BALCO). If the second potline cannot 
be commissioned by the end of September, 
the output of aluminium this year may be 
of the order of 230,000 tonnes. 

The above strides on the non-ferrous 
metals front have already made the 
country self-sufficient in aluminium; last 
year even some exports of aluminium were 
effected. The zinc smelting capacity this 
year will approximate the requirements 
of this metal, but since it cannot be fully 
operative for some time, self-sufficiency 
in this metal may not be achieved for 
another couple of years. Self-sufficiency 
in copper and lead, of course, is not likely 
to be achieved for some more years as 
the smelting capacity still falls short of 
requirements. The capacity in these two 
lines will have to be augmented further. 

import off metals 

Notwithstanding the above, while we 
might effect some exports of aluminium 
this year too, depending, of course, on the 
pick-up in domestic demand, we will con¬ 
tinue to import the other three non- 
ferrous metals for some years. But they 
should go down significantly as the 
expected domestic production will be ex¬ 
ceeding the growth in demand. Currently 
the requirements of copper are estimated 
around 55,000 tonnes, those of zinc 95,000 
tonnes, fresh lead (excluding reworking 
of scrap) 40,000 tonnes and aluminium 
225,000 tonnes. In fact, a significant 
portion of the savings in the import bill 
for nearly a year can be attributed to 
dwindled imports of non-ferrous metals, 
even though somewhat larger imports of 
zinc concentrates have pushed up the 
import bill to some extent. 

A much more significant fact about the 
development of the non-ferrous metals 
industry, however, is that the efforts in 
this direction are not being relaxed. 
Apart from the developmental program¬ 
mes already being implemented (some of 


them have been referred to above), 
several others are being undertaken 
shortly. 

So far as copper is concerned, the new 
programmes currently being examined 
include further development of the Rakha 
mines in Bihar to raise ore production to 
yield 20,000 tonnes of metal per annum 
and expansion of the Ghatsila smelter’s 
capacity from 16,500 tonnes to 30,000 
tonnes along with a corresponding in¬ 
crease in the Ghatsila electrolytic refinery. 
Hindustan Copper is also formulating 
proposals for introducing the latest tech¬ 
nology for the production of copper wire- 
rods eliminating the wire bar stage, put¬ 
ting up a modern sophisticated rolling 
mill plant at Ghatsila and the establish¬ 
ment of plant for the extrusion of copper 
and copper alloys (including tubes and 
pipes) for sophisticated consumer 
industries. 

In regard to zinc and lead, besides 
developing the ore production at the 
Balaria and Rajpura-Dariba mines in 
Rajasthan to 2,000 tonnes and 3,000 
tonnes per day, a feasibility report is 
being prepared for the Zawarmala Barei 
mine (also in Rajasthan) to produce 
1,500 tonnes of ore per day in the first 
phase and double this quantity in the 
second phase. Mining leases are also 
being taken out in respect of the lead- 
zinc ore deposits in Gorubathan (West 
Bengal), Pur-Banera and Dewas (Rajas¬ 
than) and Zangamarjupalle (Andhra 
Pradesh). The development of the 
Balaria and Rajpura-Dariba mines is 
expected to bring down the imports of 


concentrates as at that time the concent¬ 
rates produced locally will exceed the 
Udaipur smelting capacity. These con¬ 
centrates will be available for use in the 
Visakhapatnam smelter. 

Exploration efforts for locating new 
reserves of copper, lead and zinc too are 
being accelerated. A special cell has been 
created in the Geological Survey of India 
for this purpose and also to investigate 
the reserves of other critical minerals 
(manganese, chromite and kayanitc) the 
proved reserves of which are low. 

Much more rapid progress, however, 
can be expected in the next few years in 
the manufacture of aluminium, thanks to 
the discovery recently of extensive bauxite 
reserves on the east coast in the states of 
Orissa and Andhra Pradesh. These depo¬ 
sits are stated to be capable of support¬ 
ing giant plants each for producing 0.6 
million tonnes of aluminium annually. 
They are proposed to be exploited by 
the public sector in collaboration with 
foreign buyers. The countries which 
have already shown interest in the reserves 
include Canada, France, the Soviet Union, 
Hungary and Iran. Initially moderate size 
plants are envisaged to be put up—one in 
Orissa and the other in Andhra Pradesh. 

The outlook on the non-ferrous metals 
front thus is no longer as bleak as it was 
thought to be a few years ago. The 
developments of the past few years augur 
well for attaining self-reliance in these 
metals, if not full self-sufficiency in the 
forsccablc future. This should strengthen 
the industrial base of the country a great 
deal further in none-too-distant a future. 
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Even allowing for the- fallacy involved in 
setting off our debt and assets at a particular point 
of time (without comparing the proportion of our 
interest charges to the total civil expenditure), our 
debt position is not unsatisfactory. The cumula¬ 
tive revenue deficits in the nine years ending the 
31st March 1948 will have contributed Rs 668 
crores to the increase of our debt. If a deflation 
is likely in the course of the next budget year, our 
choice will be between increasing the provision 
for the reduction and avoidance of debt by ano¬ 
ther Rs 2 crores (when it will stand at a total of 
Rs 7 crores as compared wit Rs crores in 1946-47) 
and allowing a considerable portion of the 


revenue deficit to be financed from borrowing or 
further taxation. In simple terms, the alternatives 
between making future generations pay and add¬ 
ing to the sacrifice of the present generation. The 
choice seems to be fairlv plain. The appropria¬ 
tion for interest and avoidance of debt by some 
Rs 29 crores lbr the estimates for 1938-39 and 
further revenue defi jits will still further increase 
this dead weight charge. But to leave the im¬ 
mediate deficits uncovered for the major part will 
atleast distribute the burden equitably over a 
period of years. Taxation which is likely to affect 
production will, on the other hand, needlessly 
add to our hardships. 
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CAPITALS 

CORRIDORS 

R. C. Ummat 

Industrial output • Railway finances * New 
breakthroughs in West Asia 

Even thdi’gh the index of industrial pro- output registered so far could be consider- 
duction for December last registered an ed even more encouraging, stressed 
increase of just four to five per cent over Mr Pai. 

that for the corresponding month in the Mr Pai, however, conceded that public 
previous year, the union minister for investment in new projects had left much 
Industry, Mr T.A. Pai, in a talk with to be desired. This he attributed to three 
pressmen here last week confidently pre- factors, namely, dilution of foreign capital 
dieted that the growth in industrial output under FERA regulations in foreign majo- 
during the current financial year would be rity-owned companies, the enforcement on 
around 10 per cent, against near-stagna- trusts to divest their shares and the high 
tion last year. During the eight months interests rates offered by companies on 
to November, the production trends had public deposits. The public deposits with 
been very encouraging and the output in companies, Mr Pai disclosed, had grown 
November had been higher than that in to as much as Rs 1,000 crores, rivalling the 
November 1975, by as much as 12.4 per funds at one time with public financial 
cent. During the April-November, 1976, institutions. The government, however, 
period, the average growth registered was was able to see that the public financial 
slightly over 11 per cent. Despite the dip institutions disbursed more and more 
in the growth rate to four to five per cent funds to the new projects, added Mr Pai. 
in December, the average for the nine 

months to December worked out to mass consumption goods 


talukashad been made eligible for the 
capital subsidy scheme. The’government, 
he, however, added, wanted to encourage 
labour-oriented projects in the backward 
areas. 

Mr Pai disetosed that the report of the 
technical committee which went into the 
problems of mini steel plants was under 
the examination of the government with a 
view to revamping these units. He stressed 
that the government would not like to 
stifle the mini steel plants in the setting 
up of which investment to the extent of 
about Rs 250 crores had already bean 
made. He expected that at least 50 per 
cent of mini steel plants would be able to 
diversify their production patterns to 
include the manufacture of alloy and 
special steels. 

significant observation 

Another significant observation made by 
Mr Pai was that with a view to increasing 
the domestic demand for steel, the govern¬ 
ment would soon be embarking upon a 
massive housing construction programme. 
The public sector units were being asked 
to implement the “own your own house” 
scheme in the interest of providing their 
employees with their own houses. The 
Bharat Heavy Electricals Ltd, under the 
ministry of Industry, had already started 
implementing this scheme and the 
employees were proposed to be made 


around 10 per cent. The dip in the growth 
rate in December was attributed by Mr Pai 
to the sharp rise in production in Decem¬ 
ber, 1975. 

production prospects 

The production prospects during the 
remaining three months of the current 
financial year, Mr Pai said, continued to 
be promising. This was despite the fact 
that the cotton textiles and jute industries 
had failed to yield outputs according to 
the earlier expectation and recession had 
continued in some other industries. 

If notice is taken of the fact that the 
earlier expectation of registering a 10 per 
cent growth in industrial output this year 
had taken into consideration an uptrend 
in the output of cotton textiles and jute 
industries and also abatement of reces- 
sionery trends in all industries which were 
afflicted by these trends, the growth in 


Mr Pai controverted the argument that 
luxury goods industries were being 
encouraged to step up production and 
exports, while the,production of mass con¬ 
sumption goods was being neglected. He 
detailed the steps which had been taken 
to increase the production of mass con¬ 
sumption goods. He, however, stressed 
that larger exports did not mean starving 
the nation of industrial products. 

Exports in some cases, Mr Pai said, had 
gone up because there was inadequate 
demand in the country and export markets 
had to be explored. But even otherwise, 
the export drive, Mr Pai emphasised, had 
to be kept up not only in the interest of 
better utilisation of existing capacity and 
financing of imports but also to increase 
the country’s share in world exports from 
the present meagre figure of 0,5 per cent. 

Referring to the development of back¬ 
ward areas, Mr Pai observed that more 


owners of the houses occupied by them. 
They were being allowed to draw upon 
their provident funds for owning these 
houses. 

* * 

Thanks to the encouraging trends in 
regard to both passenger and goods traffic 
and the concerted efforts made to contain 
expenditure, the railways are expected to 
throw up a sizeable surplus during the 
current financial year. On the basis of 
trends during the 10 months to January, 
it is expected that the surplus of the rail¬ 
ways this year, after meeting the full 
liability of dividend to the central ex¬ 
chequer to the order Rs 207.6 crores, may 
amount to as much as Rs 70 crores, as 
against the anticipated surplus of just 
Rs 8.98 crores. This will be the first time 
after several years that the railways will 
not only be able to meet their dividend 
liability to the central exchequer but also 
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throw up a sizeable surplus which would 
go to bring down the indebtedness of the 
railways. By the beginning of the current 
year, the indebtedness of the railways to 
the central exchequer had aggregated to 
slightly less than Rs 500 crores. 

The goods traffic is expected to yield 
about Rs 45 crorcs more than the budget 
estimate of Rs 1,327.63 crorcs and the 
passenger traffic approximately Rs 35 
crores over, the budgeted figure of Rs 518 
crores. The earnings from other coaching 
traffic, however, may show only a slight 
improvement over the budget estimate of 
about Rs 87 crores. 

As against the expected passenger earn¬ 
ings to the order of about Rs 518 crorcs 
during the whole of the current financial 
year, the railway had already collected by 
December Rs 418 crores. The three 
months to March are expected to yield 
another Rs 135 crores. Although there 
has been some improvement in the number 
of passengers travelling, the marked in¬ 
crease in earnings from passenger traffic is 
attributed to checking of ticketlcss travel. 

The earnings from other coaching traffic 
by December had amounted to Rs 65 
crores. The concerted drive that has been 
launched recently to check unbooked 
luggage may yield wholesome results in 
the coming months in regard to the coach¬ 
ing traffic also. 

goods traffic 

The revenue-earning goods traffic is ex¬ 
pected to touch 210 million tonnes this year, 
as against the anticipation of 202 million 
tonnes. This traffic up to December last 
had aggregated to 153.59 million tonnes. 

The railways arc also expected to save 
quite a significant amount on account of 
the one dearness allowance instalment 
withdrawn in July last in accordance with 
the Finance ministry's directive. 

The railways claim to have been able to 
more or less contain their working 
expenses within the budget provisions by 
introducing new techniques and intensive 
utilisation of their assets. The inventory 
control has been made very stringent in 
the recent years with the result that the 
balance to issue ratio has been brought 
down very significantly from 57 per cent in 
1971-72 and 50 per cent in 1972-73 to less 
than 35 per cent this year. 

It, however, remains to be seen whether 


the marked improvement in the finances of 
the railways this year wilt help in main¬ 
taining the current passenger fares and 
freight rates, not to speak of some down¬ 
ward revision in the rates of long distance 
passenger traffic. 

* * 

The Steel Authority of India (SAIL) 
has bagged another important contract 
from Kuwait for the supply of about 
27,000 tonnes of steel, mainly construction 
steel. The earnings from this contract are 
expected to be around Rs 5 crorcs. Dis¬ 
closing this to newsmen here last week 
soon after a visit to west Asia, the chair¬ 
man of SAIL, MrR.P. Billimoria, stated 
that there was good scope for the export 
of hot rolled coils to the west Asian 
markets. 

Mr Billimoria further revealed that the 
SAIL would be soon opening a permanent 
office in Kuwait to keep a continuous 
liaison with the authorities as well as 
importers there. This office could also 
serve as a commercial and trading centre 
for the other countries in the region. 

The MECON and Hindustan Steel Con¬ 
struction Ltd, two subsidiaries of SAIL, 
Mr Billimoria said, had got themselves 
registered with the Kuwait financial insti¬ 
tutions such as the Kuwait Fund for Arab 
Development so that they could participate 
in any project that would be taken up 
with financial participation from Kuwait. 

The image of India as a supplier of 
various products, including steel, in the 
west Asian countries, Mr Billimoria felt, 
was quite good. Despite the stiff compe¬ 
tition being offered by the advanced 
countries, particularly Japan, India’s 
export; to the west Asian markets, there¬ 
fore, could grow sizeably. 

Hindustan Steel Construction Ltd is 
understood to have tendered for a big 
high-way project in west Asia. 

A technical team, representing the 
department of Steel, the SAIL and 
MECON is expected to visit Saudi Arabia 
soon to explore the possibilities of Indian 
assistance to that country’s programme of 
establishing steel industry 4>y the use of 
direct reduction process. The process will 
be based on the abundant supplies of 
natural gas there. 

India and Algeria will also be exchang¬ 
ing in the near future visits of steel experts 


to* study-the scope of technical cooperation 
between the two countries. Tbis was 
decided during the discussions 1 held here 
last week between Mr S. Bentobbal, 
president of National Steel Society of 
Algeria, on thp one hand, and the secretary 
for Steel, Mr Saran Singh, and the chair¬ 
man of SAIL, Mr R.P. Billimoria, on the 
other. Mr Bentobbal has invited India to 
attend the next meeting of the council 
and general assembly of the Arab Iron 
and Steel Union at Tripoli in April as 
there appeared to be great scope of coope¬ 
ration between the Arab countries and 
India in setting up steel plants. Mr 
Bentobbal has specially asked for assis¬ 
tance of MECON in the preparation ot 
feasibility report and designing of a steel 
plant. The SAIL has accepted the sugges¬ 
tion of Mr Bentobbal that a representa¬ 
tive of SAIL may be posted at Algeria for 
coordination and liaison with the Arab 
Iron and Steel Union. 

* * 

The brightening of the image of India 
as a dependable source of supplies of 
capital equipment as well as technical and 
consultancy s?rviccs to the west Asian 
markets is reflected by another important 
event that took place last week. This was 
the signing of an agreement here with 
Saudi Arabia for undertaking by Indian 
concerns, under the leadership of Bharat 
Heavy Electricals Ltd, a $50 million worth 
electrification scheme. The scncmc com¬ 
prises the putting up of a 50MW gas 
turbine power generation unit and laying 
of 180 Km high tension transmission line. 
Several parties from the developed count¬ 
ries had tendered for this project, but 
their tenders were cancelled by the Saudi 
Arabian government as they were found 
to be loo high. The order has been nego¬ 
tiated with India on government to govern¬ 
ment basis without going through tenders. 

The 50MW gas turbine unit to be put 
u;o in Saudi Arabia under the above 
scheme, however, has to be imported by 
BHEL as the project is to be completed 
within a short time. 

The central government is also stated to 
have approved the import of four 25MW 
gas turbine units for Karnataka, four 60 
MW gas turbine units for Maharashtra 
and one 15MW unit for Assam to tide 
over the immediate power shortage in 
these states. 
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Credit policy becoming 

counter-productive 


Sagittarius 


The author believes that continuance of curbs on fresh lending by 
the Reserve Bank will have an upsetting effect on the operations of 
many major industries. He feels that with import of items in 
short supply and high level of industrial and agricultural production, 
there may be need for liberalising credit controls. 


The regressive and counter-productive 
character of the credit policy pursued by 
the Reserve Bank is slowly being revised 
as it is realised that restrictions on credit 
expansion alone will not be a guarantee 
against the reassertion of inflationary pres¬ 
sures. And the pronounced increase in 
money supply with the public since April 
last year has different connotation in the 
present context. The revised refinance 
facilities against procurement credit, res¬ 
tricted usance facilities, the hike in the 
cash reserve ratio on two occasions to 
six per cent and the impounding of 10 
per cent of incremental deposits begin¬ 
ning from January 14, 1977 have no doubt 
compelled the scheduled commercial 
banks to restrict credit expansion and 
achieve a rate of growth since the begin¬ 
ning of the busy season which is even 
less pronounced than the 1975-76 busy 
season. But a continuance of the virtual 
credit squeeze in respect of many borro¬ 
wers in the industrial sector has begun to 
have a hurting effect and banks have 
found it difficult to collect accruing 
interest charges or enforce the revised 
system of margins. 

unconscious adjustment 

Many member banks have not also 
found it possible to comply with the 
directives of the Reserve Bank in regard 
to the revised cash reserve ratio or the 
adjustment in the outstanding amount 
against refinance facilities. There has of 
course been an unconscious adjustment 
to a great extent in regard to refinance 
facilities against food credit as the earlier 
return of funds to Reserve Bank on this 
account and the subsequent growth in 
food credit without any assistance from 
the Reserve Bank have had a corrective 
influence. Even so, non-compliance by 
member banks in many directions is the 


rule rather than the exception and aggre¬ 
gate borrowings from the Reserve Bank 
have remained at fairly high levels. 

A frightening squeeze in the money 
market would have developed by now but 
for the strident growth in deposits and 
scope for manoeuvre in a larger area with 
partial non-compliance of the directives 
of the Reserve Bank. Thus, between 
October 26, 1976 and February 11, 
1977 deposits of the scheduled com¬ 
mercial banks increased by as much as 
Rs 934 crores, against only Rs 575 
crores in the corresponding period 
in 1975-76. Aggregate advances on the 
other hand rose by only Rs 891 crores 
against the larger expansion of Rs 1064 
crores in the prc> ious season on a com- 


POINT 

OF 

VIEW 


parable basis. It may be said that the 
drop under this head was due to a smaller 
rise of Rs 152 crores as compared to 
Rs 468 crores previously. But banks had 
to find the funds required for this pur¬ 
pose out of their own resources while 
previously full refinance was available in 
excess of a limit of Rs 800 crores. 

There has of course been a bigger rise 
in non-food credit by Rs 740 crores as 
compared to Rs 596 crores. The extra 
credit of Rs 144 crores should have been 
on account of additions to sugar and jute 
stock, larger imports of cotton at higher 
prices, increasing stocks of steel and 
higher level of production. It is note¬ 
worthy that there has been no significant 


increase in the borrowings of member 
banks from Reserve Bank to Rs 931.67 
crores from Rs 917.86 crores. On the 
contrary over 50 per cent of fresh 
credit could be extended in the same 
period in the last season only with a jump 
in borrowings to Rs 800 87 crores from 
Rs 207,83 crores. The disinclination of the 
Reserve Bank to lend liberally to member 
banks has of course been responsible for a 
“smaller' 1 * rise in cash balances, a big drop 
in money at call and small additions to 
investments. 

credit expansion 

It has to he examined at this stage what 
is the import of credit expansion in a 12- 
month period and whether the new 
norms laid by the Reserve Bank in res¬ 
pect of fresh lending have achieved the 
desired objectives and it has been possi¬ 
ble to find out how funds are being canal¬ 
ised into the desired directions. There is 
obviously no precise estimate of how 
fresh advances have been granted and 
what is the quantum of funds locked up 
in the excessive stocks of finished goods 
like steel, coal, cement, sugar, chemicals 
and various other items. There must have 
also been value inflation with higher 
prices for tea, coffee, cotton and some 
other items. However, as stated earlier, the 
exaggeration due to price rises may not 
have been more than Rs 100-150 crores in 
12 months. It is also necessary to remem¬ 
ber that credit has been extended to 
small borrowers in a big way and it would 
not be wrong to assume that more than 
one-third of incremental advances is on 
account of this class of borrowers. 

An analysis of the data for the 12 
months ended February 11, 1977 shows 
that deposits of the scheduled commercial 
banks increased by the record amount of 
Rs 3,420 crores while advances rose by 
onlyRs 2,517 crores. Food credit ac¬ 
counted for Rs 1041 crores and the 
balance of Rs 1476 crores was in respect 
of non-food credit. Nearly Rs 500 crores 
of the latter amount must have been in 
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respect of small borrowers and export 
credit. In the absence of any big rise in 
food credit the banking system would 
have, therefore, had a problem of emp¬ 
loying profitably available funds. Even 
the modest increase in borrowing from 
the Reserve Bank by Rs 131 crores would 
not have taken place if there had been no 
hike in the cash reserve ratio. Cash 
balances have risen sizably by Rs 294 
crores. The normal increase would have 
been only half of this amount. 

In the light of these trends can it be 
said that credit has been created out of 
funds provided by the Reserve Bank ? Has 
not the big rise in food credit in the face 
of a tightening of refinance facilities res¬ 
tricted the availability of funds for other 
purposes? Even when there has been no 
abnormal credit expansion and the in¬ 
crease in inventories which is on account 
of finished goods following higher output 
and recessionary trend, the rise in index 
for all commodities has taken place in the 
past 10 months. A mistake in understan¬ 
ding of this rise in prices has compelled 
the Reserve Bank to adopt restrictive 
policies. It has also been stated that the 
increase in money supply is a disturbing 
symptom. But this development is due to 


a faster mobilisation of deposits within the 
country and the rise in foreign balances 
being reflected in counterpart deposits 
with banks and larger note circulation. 
There has been virtually no deficit financ¬ 
ing in the past 10 months. The rise in 
prices is due to the shortfall in availabi¬ 
lity in raw cotton and edible oils and 
small adjustment in selling prices of 
some manufactured goods, though there 
has been neutralising effect in the shape 
of lower prices for fertilisers in some 
directions. 

In the new situation it will not be 
correct to think that continued restriction 
on fresh lending can have the desired 
effect. As stated earlier, a continuance of 
curbs will have an upsetting effect on 
operations of many major industries as 
there is usually a big rise in the stocks 
of sugar, holdings of cotton and inven¬ 
tories of finished goods in the early 
months of every year due to seasonal 
factors and higher level of production. 
The monetary authorities have apparently 
realised the ineffectiveness of their credit 
policies and indeed the harmful effects of 
the denial of credit even for genuine 
purposes by banks because of their 
being in a strait-jacket. There is bound to 


be a big rise in advances before the end 
of March because of tax payments, fur¬ 
ther rise in stocks and the increase in 
imports of raw cotton and edible 
oils. 

It will be appropriate if a directive is 
given that additional margins should not 
be insisted upon and fresh credit limits 
should be granted readily when additio¬ 
nal production requires to be financed. If 
the cash reserve ratio cannot be reduced 
immediately, at least the impounding of 
deposits up to 10 per cent of fresh addi¬ 
tions can become inoperative, The time 
has also arrived for a lowering of interest 
rates. An entirely new approach is 
required when it has become clear that 
banks can control use of funds and the 
pressure will subside with faster govern¬ 
ment spending and the emergence of 
demand for consumer goods and durables 
on the required scale. With continuing 
imports of items in short supply and high 
level of industrial and agricultural pro¬ 
duction there may even be need for libe¬ 
ralising credit controls and stimulating 
demand in some d rections. The con- 
trad'etions in thinking have to be elimi¬ 
nated and credit planning should be made 
more meaningful. 


Pricing policies of public sector enterprises 

D. R. K. Murty 


In the area of price fixation, expansion of product base and 
achievement of better capacity utilisation are important objectives, 
says the author. Public enterprises during the last couple of years 
have achieved a break-through. It is their responsibility to assist 
in the maintenance of the general price stability. 


The pricing policy of public enterprises 
has come to be regarded as a complex 
problem. From an operational point of 
view these enterprises are to function on 
sound commercial principles while at the 
same time most of them have to conduct 
their operations subserving the overall 
social objectives. Those public enterprises 
which are saddled with predominantly 
social objectives have ipso facto to treat 
‘book balancing* approach as a secondary 
objective. Some of them are at present 
operating under ihe canopy of price con¬ 
trol which covers private sector companies 
as well. In other words, these enterprises 
have to vie with private sector companies 
fully exposed to the interplay of market 
forces of demand and supply. Here public 


enterprises can expect to servivc only by 
proving equal, if not better, in efficiency 
in the management of resources employed 
as compared to private sector, establishing 
goodwill for their products and justifying 
their existence by making available in 
larger quantity their products without 
paying undue attention to netting maxi¬ 
mum possible revenue. There is yet ano¬ 
ther situation where some enterprises 
because of their monopoly or semi-mono¬ 
poly position in the economy are required 
to sell their products at prices which bear 
some relationship to landed cost of similar 
imported goods. The indigenous prices 
have of course to be adjusted by taking 
into consideration such factors as lower 
productivity of labour, lower mecha¬ 


nisation, local prices of raw material, 
wages etc and the subsidies, if any, which 
the imported items enjoy in the country 
of their origin. 

In our country public enterprises pro¬ 
duce most of the components which may 
mean higher costs. This is not so in some 
of the other countries from which we 
import because the producing enterprises 
over there obtain their supplies of compo¬ 
nents from agencies which by virtue of 
their specialisation in that limited sphere 
operate more economically. 

Evidently, there is need to adopt a slightly 
different approach for pricing in each 
case in order to take into account fully 
the varying situations. No single formula 
can be devised to govern the pricing poli¬ 
cies of all products of all public enterprises 
operating as they are in different situations. 
Each enterprise has its own characteristics 
based on the nature of the product, the 
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product mix, the market, demand, social 
obligations, financial support obtained from 
government etc. This apart, sometimes 
the price policy adopted by public enter¬ 
prises is regarded as a factor influenc¬ 
ing allocation of resources in the country. 
The lower prices in public enterprises in 
relation to private sector will induce a 
shift in demand, for products of the for¬ 
mer and, to satisfy this increase in 
demand, more resources will have to be 
pre-empted by the public enterprises. This 
distortion is likely to gain momentum 
unless it is corrected by adopting right 
pricing policy in such areas. 

This situation may be observed from 
another angle also. For the sake of argu¬ 
ment if we take that the prices charged 
by the public enterprises do not fully 
cover the cost of production due to the 
fact that social obligations are super¬ 
imposed on these enterprises, the resul¬ 
tant deficit will have to be made good by 
the government thus amounting to indi¬ 
rect taxation. 

direct taxation 

Some however opine that if this is 
sought to be justified on the basis of 
its beneficial e fleets on redistribu¬ 
tion of incomes among consumers, it 
would be better to have it in a direct 
manner through taxation. It is therefore 
centended that under this cloak, public 
enterprises should not conceal their 
inefficiencies reflected in high operational 
costs. Prudence would require that there 
should be cost isolation and Ihe consumer 
should be asked to pay for such costs as 
are attributable to the social objectives 
pursued by the public enterprises. It is, 
however, necessary to add that deficit may 
arise due to other reasons also which may 
be under-utilization of capacity, manage¬ 
rial deficiencies, wrong investment deci¬ 
sion etc. 

Considerable amount of public invest¬ 
ment is in the field of infrastructure 
industries which is heavy and ‘lumpy’. 
The equipment cannot be increased mar¬ 
ginally and in view of this characteristic 
of‘indivisibility’ the costs involved cannot 
he recovered in the short period. Nor¬ 
mally short term marginal cost is below 
long run marginal cost. To break even, 
price must be at least as high as average 
cost. Charging a price equal to short run 


marginal costs, when plant is operating 
below capacity levels, may entail heavy 
losses which have to be financed. This 
poses problems where it is stipulated that 
the enterprise should break even. In such 
a situation how an investment in a plant 
is justified? Essentially this involves cal 
culations of the overall gain or loss in 
welfare terms: whether the gains resulting 
from the investment will more than offset 
the costs involved. 

British problems 

In Britain the nationalised industries 
were faced with similar problems. These 
industries were too wary in their readiness 
to adopt marginal cost pricing except in 
a way, when we consider the use of peak 
and off-peak tariffs as a form of marginal 
cost pricing. The pricing system in that 
country seem to remain predominantly 
average cost. There has been a move 
towards more discriminatory pricing i.e. 
charging what the market can bear. In 
the view of some writers on the subject, 
justification for public investment can be 
found in the promotion of objectives like 
maximisation of aggregate consumption, 
self-sufficiency or independence from 
foreign aid and the satisfaction of ‘‘merit 
.wants”. Even in such cases, the need for 
limiting price concessions involved to 
some definite period is sometimes stressed. 
“Although the case for price concessions 
in the early years of a project’s life may be 
sound arguments (other than redistribu¬ 
tion) for perpetuating concessional pricing 
beyond say five to ten years seem 
less compelling. Yet in the interest of 
equity, price increases as the project 
matures should not come as a surprise to 
project users”.* 

Pricing policy has a linkage with rate of 
return on the capital employed and also 
with the surplus target which may be fixed 
either enterprise-wise or industry-wise. 
The strategy of development evolved in 
the five year Plans envisages public sector 
to attain commanding heights in the eco¬ 
nomy in order to ensure fast rate of 
economic growth coupled with stability 
and social justice as also to generate sur¬ 
pluses necessary to finance further deve¬ 
lopment. The third five year Plan stipula¬ 
ted that “by efficient conduct of enter¬ 
prises and following a rational and 

StephenA Marg'in: Public Investment Cri¬ 
teria’; George Allen and Unwin Ltd, London; p 90 


economically sound pricing policy for their 
products and services, the public sector 
undertakings ought to secure adequate 
return on capital employed and contribute 
their full share to the increase in the 
proportion of national resources devoted 
to investment”. Similarly the fourth five 
year Plan stressed the need for efforts 
being directed to raise the rate of return 
on capital employed to 15 per cent by 
public sector industrial and commercial 
enterprises other than public utilities. 
Additional resources if thus raised could 
be utilised for their development and 
expansion. The draft fifth five year Plan 
emphasized that public corporate sector 
must not only fill physical gaps in the 
output of goods and services but also 
contribute to national savings commen¬ 
surate with its size. 

economic efficiency 

Prior to the fourth five year Plan, the 
policy in this regard would appear to lay 
more stress on the need to “secure econo¬ 
mic efficiency” so as to result in the crea¬ 
tion of surpluses. It was only in the fourth 
Plan that a definite target rate of return on 
capital employed was spelled out but the 
draft fifth Plan would seem to prefer to 
remain silent on this. However, the draft 
fifth Plan has estimated the retained 
profits to be of the order of Rs 680 crores 
or 1.0 per cent of the Gross National 
Product (GNP) in 1978-79. In this is 
included “an amount of Rs 410 crores or 
0 6 per cent of GNP projected to accrue 
from the additional resources mobilisa¬ 
tion efforts, mainly price adjustments, to 
be undertaken by public autonomous 
undertakings". This estimate would seem 
to indicate the inclination of the planners 
towards resource-orientation of the pri¬ 
cing policy. In this connection it may 
be worthwhile to make a reference to the 
practice followed in Britain in respect of 
nationalised industries. The British 
government's white paper (1967) approv¬ 
ed of the application of discounted cash 
flow investment appraisal techniques with 
a test rate of discount of 10 per cent for 
all public sector projects. The govern¬ 
ment have also adopted the practice of 
setting financial targets for most industries 
on a five-year forward basis. This was 
considered necessary to ensure funds for 
sclf-finance. \ 
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Going by their performance it may be 
stated that public enterprises in our coun¬ 
try have by and large fulfilled the fourth 
Plan target of internal resources as may 
be seen from Table I. 

The fourth Plan target of Rs 1265 
crores of internal resources as against 
Rs 287 crores achieved during the third 
Plan period, was almost fulfilled. In 
1974-75 the actual internal resources 
generated amounted to Rs 580 crores as 
against the fifth five year Plan (draft) 
target of Rs 553 crores per annum an 
achievement of 105 per cent. 

The pricing practices adopted by the 
individual public enterprises in our 
country do not easily lend themselves to 
be governed by a uniformly applicable 
principle. Going by their practices in this 
regard the enterprises can be broadly 
divided into different categories, although 
each enterprise could at the same time 
fall under more than one category for 
their products and services. The first 
category consists of those enterprises 
whose products are covered under a 
system of price control viz. fertilizers, 
drugs, cement etc. The end price is on an 
overall cost plus and allows for a suitable 
return on capital investment. In the 

Table I 

Growth of Internal Resources during 
Fourth Plan Period 


Year 

Total internal 

resources 
(Rs crores) 

Percentage in¬ 
crease over 
the previous 
year 

1968-69 

142 

_ 

1969-70 

194 

36.6 

1970-71 

204 

5.2 

1971-72 

215 

5.4 

1972-73 

260 

20.9 

1973-74 

387 

48.8 


Source: Government of India Ministry of 
Finance, ‘Annual Report on the 
Working of Industrial & Com¬ 
mercial Undertakings of the Cen¬ 
tral Government, 1973-74', Vol I. 

second category, the central government 
captive enterprises like Hindustan 
Aeronautics Ltd., Indian Telephone 
Industries and Hindustan Cables Ltd may 
be included in which case the price is 


negotiated on the basis of cost plus. The 
cost calculations are based on notional 
capacity utilisation of about 80 per cent. 

third category 

The enterprises whose products are 
mainly sold to state gevemment enter¬ 
prise or such others may be taken in the 
third category where also the price is 
basically a negotiated one on cost plus 
basis, but with reference to landed cost 
on similar imported items. The fourth 
category covers those enterprises which 
operate in the international market. In 
some cases in order to promote export, the 
marketing compaines subsidise the ex¬ 
ports even at the cost of incurring losses. 
The fifth category of enterprises may be 
taken as those that operate in the open 
market where there is neither price cont¬ 
rol nor cost plus formula viz. Hindustan 
Machine Tools and Modern Bakeries. 
The steel plants in the public sector come 
in the sixth category in which case the 
dual pricing policy is applicable and in 
terms of this, about 35 per cent of steel 
would have to be sold to the priority 
consumers. Lastly price fixation is also 
done by arbitration by government in 
cases where the parties concerned do not 
succeed in arriving at a mutually accept¬ 
able price. 

Details of total loss/profil, percentage 
of gross profit and gross sales to capital 
employed for different groups of public 
enterprises for the years 1971-72, 1972-73, 
1973-74 and 1974-75 are given in Table II. 

It will be seen from Table II that 
in over-all terms public enterprises 
have turned the corner in 1972-73 when 
they emerged with a net profit after tax 
of Rs 18 crores and since then there has 
been steady improvement in gross sales 
and profit. Steel, minerals and metals, 
consumer goods, chemicals and phar¬ 
maceuticals and heavy engineering 
groups, however, continued to be 
laggards. As already mentioned, some 
public enterprises have commonly 
applicable pricing with private sector 
companies in the same manufacturing 
line. Even in those cases wh*rc the prices 
are fixed on the basis of cost-plus 
formula, there are differences in profit¬ 
ability between one public enterprise and 
another in the same manufacturing line 
which may be attributed to variations in 


capital costs and differences in operational 
efficiences. The price factor remaining 
constant, it may be possible to attempt 
to isolate various areas needing improve¬ 
ment in operational efficiencies. 

The aspect relating to impact of capital 
costs on profitability in the case of new 
units in fertiliser industry has of late 
come into focus. Recently Mr P.1,. 
Tandon expressed the view that recent 
taxation and inflation have made it diffi¬ 
cult for the corporate sector to cope up 
with the needs of replacement and growth. 
He has in this connection argued for *‘a 
new view on depreciation, such as having 
annual rate increase based on factor of 
inflation and technology improvement and 
depreciation at a normal rate plus” with 
ihe condition that it would be used for 
replacement only. In this connection 
Mr Tandon has stated that it will also be 
necessary t > take a view on the price 
controls on essential commodities like 
steel, cement and paper which “reduce 
their profitability and often without gene¬ 
rally lowering end prices to the consu¬ 
mers, their capacity to save and reserve 
and thus their capacity to replace and 
growth. Their profitability may have to 
be increased if necessary upon the condi¬ 
tion that the relevant part of it will have 
to be reserved for replacement and 
growth”*. 

critical input 

The products cf public enter¬ 
prises ar^ often regarded as critical in¬ 
puts to the other public enterprises and 
ihe private sector campanies and as such 
while considering price increases in these 
c tses, it is esse ilia! that due weight is 
given to these inter-; elationships so that 
they do not adversely affect the over-all 
price stability in the economy. In the 
consumer industries group the enterprises 
have little flexibility of price for their 

'P.L. Tornlon ‘Inflation Accounting : A Finan¬ 
cial Viewpoint’ Capital', dated March 8, 1976. 


About Karim Nagar 

The author of the article 1 ‘Karim Nagar ; 
Mircle, Magic or Slmp'y Talk of the Town”, 
which appeared in our issue dated February 25, 
1977 (pp. 339-341) is Dr S Paul. Soclo-Ecc- 
nomist and Development Consultant. 
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products in view of the extreme competi¬ 
tion from the small scale sector which has 
no burden of social overhead costs as in 
the case of public enterprises which in 
the case of this group accounted for 
about 7.7 per cent of their capital employ¬ 
ed, during 1973-74. Bharat Ophthalmic 
Glass Ltd. and Tannery & Footwear Cor¬ 
poration are facing this situation. 

Some operational difficulties are never¬ 
theless inherent in the line of production/ 
service which cannot perhaps be easily 
over-come. The inventory level expres¬ 
sed as number of months of cost of pro¬ 
duction/cost of services rendered worked 
out to 1.5 (expressed as number of months’ 


turnover) in the case of petroleum group 
as against 16.5 and 15.5 in respect of 
heavy engineering and transportation equi¬ 
pment groups respectively as on March 
31, 1975, wivch of course would consider¬ 
ably influence their operational costs. The 
steel and minerals and metals groups which 
together account for abaut 45 per cent of 
the total investment in central industrial 
and commerc al public enterprises as on 
March 31, 1975 have a great deal to 
improve from profitability point of view. 
Suggestions arc often made that the 
engineering group of industries should be 
encouraged to impiovc its export capa¬ 
bility by taking advantage of the low 

Table II 


price of the steel so that our country 
gains more in this way than by export of 
raw steel. This would not only stimulate 
domestic demand for steel but also enable 
the steel plants to secure from the 
government much needed price increase. 
This suggestion could advantageously be 
tried out provided the public enterprises 
concerned bring about necessary co-ordi¬ 
nation with the engineering industries. It 
is noted that the contribution of public 
enterprises in heavy engineering and 
medium and light engineering groups 
together as a percentage to the total ex¬ 
ports of all public enterprises registered 
a steady increase from about 8 per cent 


Total Net Profit/Loss Percentage of Gross Profit/Gross Sales to Capital Employed In Respect of Running 

Central Industrial aod Commercial Undertakings 


Total net profit/loss for the year Percentage of gross profits Percentage of gross sales to 

(Rs lakhs) to capital employed capital employed 

Group of undertaking- ---- 

1971-72 1972-73 1973-74 1974-75 1971-72 1972-73 1973-74 1974-75 1971-72 1972-73 1973-74 1974-75 


Steel (-- 

) 4485 (- 

-) 3325 (- 

-) 572 

3659 

— 

— 

1.5 

4.6 

43.5 

53.7 

61.2 

74.5 

Minerals and metals (— 

-) 2307 (- 

>1159 (- 

-) 3481 (- 

-) 6577 

L 

L 

L 

L 

24.8 

32.3 

63.8 

71.3 

Petroleum 

5010 

3677 

4211 

89 59 

14.3 

16.5 

14.6 

26.1 

236.0 

289.6 

338.4 

497.2 

Chemicals and phar- 













maceuticals (- 

-) 757 (- 

-) 599 (- 

-) 494 

1233 

L 

1.4 

2.2 

6.0 

56.1 

63.9 

74.6 

84.7 

Heavy engineering (- 

-) 1801 (- 

-) 826 

1492 

3460 

0.2 

3.0 

5.4 

11.5 

24.7 

40.0 

41.3 

54.5 

Transport equip- 












78.53 

ment 

824 

739 

1058 

831 

6.3 

6.2 

6.7 

8.2 

55.2 

61.3 

61.7 

Medium and light 













engineering 

725 

351 

919 

1296 

11.2 

9.2 

9.5 

12.5 

79.8 

79.0 

86.2 

85.9 

Consumer goods (- 

-) 346 ( 

) 407 (- 

-) 266 (- 

-) 169 

L 

L 

L 

6.5 

61.4 

75.5 

85.9 

126.7 

Agro-based industries 

3 

47 

104 

184 

2.2 

12.3 

19.9 

35.5 

94.0 

106.7 

109.5 

180.9 

Trading and mar- 












412.9 

keting division 

1201 

1393 

1995 

2364 

7.5 

7.3 

10.7 

13.4 

206.6 

310.0 

394.7 

Transportation services 

164 

848 

1522 

2691 

3.8 

6.3 

7.3 

8.6 

64.5 

66 6 

69.1 

68.3 

Contracts and cons¬ 













truction division 

4 

69 

86 (- 

) 7 

9.6 

13.9 

9.8 

6.0 

479.5 

399.8 

262.3 

228.4 

Industrial dev. and 












299.9 

tech, consultancy 

37 

42 

108 

144 

12.1 

13.9 

15.3 

24.9 

54.4 

93.9 

304.1 

Development and 










49.2 

67.4 

87.6 

small industries (- 

Tourist services 

-) 41 

67 (- 

-) 53 (- 

-) 145 

2.4 

6.3 

3.0 

1.9 

50.2 

23 

45 

35 

67 

3.7 

5.0 

4.6 

7.2 

61.1 

65.8 

80.6 

102.0 

Financial services 

85 

203 

289 

368 

2.2 

3.3 

3.8 

3.7 

2.7 

3.9 

4.6 

4.4 

Rehabilitation of 










24.7 

23.0 

17.9 

sick industries (- 

-) 49 (- 

-) 51 (- 

-) 159 C" 

-> 4 

1.2 

2.4 

2.6 

3.5 

27.8 

Total of running 
concerns (~ 

-) 1915 

1783 

,6442 

18355 

4 0 

5.1 

5.2 

8.4 

90.8 

110.6 

128.9 

154.2 


Source : Government of India, Ministry of finance, ‘Annual Report on the Working of Industrial and Commercial Under¬ 
takings of the Central Government, 1974-75’, Volumes I and II. 
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in 1972-73 to 11 per cent in 1973-74 and 
13 per cent in 1974-75. 

Another aspect of the infrastructure 
enterprises like heavy engineering, trans¬ 
port equipment etc. is that predomi¬ 
nantly their sales are effected to the 
government departments or the other 
public enterprises. While this will pro¬ 
vide them with an assured market, it 
would at the same time insulate them 
against changes in the market demands. 

The industry producing heavy equipment 
will in due course of time face slack 
demand because of the enduring nature of 
the equipment and taking this factor 
into account it would be worthwhile for 
such enterprises to explore the possbility 
of divesification to the manufacture of 
intermediate goods in order to maintain 
optimum levels of capacity utilisation. 
In the case of medium and light engi¬ 
neering group also it mav be necessary 
to do so taking into account the market 
changes in order to increase their pro¬ 
fitability and capacity to generate resour¬ 
ces for self-finance. 

important objective 

In the area of price fixation, expansion 
of products base and achievement of 
better capacity utilisation are important 
objectives. In fact the policy to allow] 
price preference of 10 per cent in the 
transactions between one public enter- 
price and another is essentially conceived 
as a step to improve capacity utilisation. 
But in retrospect it may be stated that’ 
public enterprises especially during the last 
couple of years have achieved a break¬ 
through towards attaining goals set for 
them. 

This success would ^bc enduring if ; 
only these enterprises ensure greater ! 
availability of goods and services to the ! 
people at reasonable prices. In the UK, as 
one writer would put it, nationaliseJ ! 
industries were considered as frontline 
troops in the fight against inflation. Public , 
enterpises in this country have also great j 
responsibility in contributing their mite ; 
to the maintenance of general price stabi¬ 
lity in the economy which will be ade¬ 
quate justification for their growth both 
in size and diversity in production of j 
goods and services. i 
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Petro-imperialism, petro- 
communism and just petrol 

V. Balasubramanian 


There is much concern in Tehran over the harm which the continuance 
of two-tier system could inflict on the country 9 s oil revenues . This 
move is reflected in the offer of the Shahanshah earlier this month to accept 
a formula put forward by Qatar to harmonise the oil prices within 
the OPEC . 


The OPEC’s two-tier price system conti¬ 
nues to be under pressure, although it 
would be premature to predict its early 
collapse. Iran’s heavier crudes have been 
the worst sufferers from the price differen¬ 
tials. The National Iranian Oil Company 
(NIOC) reports that direct sales during 
January averaged at 750,547 barrels a day 
(b/d). This compares with the govern¬ 
ment’s anticipation that direct sales would 
average some 1.2 million b/d for the 
year 1977. Teheran, however, is hopeful. 
For the first nine days of January, exports 
by the NIOC and the former consortium 


coming months with accelerated indus¬ 
trial activities in the industrial economies. 
The rapid depression of stockpiles of 
lower-priced oil (which had accounted for 
two million to 2.5 million b/d of OPEC’s 
sales during the last quarter of 1976) 
should also be counted as a bull factor. 
The stockpiling demand had helped to 
push Iranian production to record levels 
of 6.6 0 million b/d, taking up the average 
for the last year to 5.88 million b/d as 
against an average daily production of 
5.3 million b/d in 1975. The output in 
the first month of this year averaged 5.05 


WINDOW 

ON 

THE WORLD 


companies had declined to 3.55 million 
b/d against 5.45 million b/d for the cor¬ 
responding period of the preceding 
month. These exports, however, picked 
up during the remaining 22 days to 3.88 
million b/d, bringing the average for the 
month to 3.79 million b/d. Inclusive of 
sales to the four joint-venture companies 
operating in Iran, total exports of crude 
from all sources amounted to 4.12 billion 
barrels per day for the month. 

Seasonal factors, such as harsh weather 
conditions in the United States and in 
western Europe no doubt played a large 
part in jacking up demand in the later 
part of January. NIOC experts however 
expect sales to improve further in the 


million b/d, because of the early-January 
slump. 

Meanwhlie, there is much concern in 
Teheran over the harm which the conti¬ 
nuance of the two-tier price structure 
could inflict on the country’s oil revenues. 
This move is reflected in the offer of the 
Shahanshah earlier this month to accept a 
formula put forward by Qatar to har¬ 
monise oil prices within the OPEC. 
Qatar’s Finance and Oil minister, Abdul 
Aziz Bin Khalifa al Thani, has been 
making an effort to persuade members of 
the OPEC to agree to a uniform price 
increase of 10 per cent for the whole of 
1977 over last year’s level of $11.51 a 
barrel. This is to be in the place of the 


two-stage 15 per cent increase in price 
adopted by 11 out of 13 members of 
OPEC, with Saudi Arabia and the United 
Arab Emirates opting for a single in¬ 
crease of five per cent. Besides Iran, all 
the other members of the OPEC, who 
have elected for the higher two-stage 
price increases, seem to be in favour of 
reconciling OPEC price differences in this 
manner, but Saudi Arabia appears to be 
less than enthusiastic. 

search for consensus 

Not that the Saudis are ruling out a 
compromise altogether. On the contrary, 
they have responded with a counter¬ 
proposal that all the 13 OPEC states 
should adopt a unified price, about seven 
per cent above last year’s level. This 
should mean the group of 11 within the 
OPEC immediately bringing down to seven 
per cent the increase of 10 per cent effected 
by it from January 1 and dropping its 
plans for a further five per cent rise in 
July, while the other two which had put 
up the price by five per cent in Januaiy, 
raise the increase to seven per cent. Des¬ 
pite this gap in attitudes between ‘hawks’ 
and the ‘doves’ within the OPEC, the 
search for common ground will no doubt 
go on if only because it is recognised both 
within the OPEC and among the consu¬ 
ming countries that the two-tier system 
cannot last much longer. In any event, 
it is very unlikely that the eleven in the 
OPEC would be able to stick to their 
intention of raising the price further in 
July. Iran and Iraq and Kuwait (which 
has seen its oil production drop by 40 per 
cent in January) are already uneasy over 
the marketability of their heavier crudes 
at the higher tier of OPEC prices and 
they should welcome a consensus being 
worked out within the OPEC much before 
the end of June. 

Although Iraq and Saudi Arabia have 
so far failed to resolve the major difficul- 
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tics between them over oil-pricing, there 
are no indications that anything like a 
“price war” is brewing within the OPEC. 
Saudi Arabia has no doubt declared its 
intention of stepping up its oil production 
in line with increases in world demand 
and there is no reason to doubt that it 
will be doing exactly this. At the same 
time, the likelihood of Saudi output being 
boosted with the direct aim of capturing 
markets where Iranian or Kuwaiti heavier 
crudes are pricing themselves out is not 
very much pronounced. In any case, 
Saudi Arabian oil production in January 
was actually less than the December high 
of 9.1 millions b/d by several hundred 
thousand b/d, due to poor weather 
conditions which interfered with tanker 
loadings. Incidentally, thanks to urgent 
demand from the United States, Venezuela 
was pumping out more crude in January 
at an average of 2.37 million b/d as 
against 2.30 million b/d for the whole of 
1976. 

Iran's threat 

Iran, for its part, will probably content 
itself with verbal sabre-rattling. The 
Shahanshah has no doubt been threatening 
to review his government's Indian Ocean 
policy should Iran's capacity for spending 
on regional security suffer through 
its oil revenues failing to keep pace 
with his government’s anticipations. Iran 
is in fact cutting down its defence budget 
by US S3 billion in 1977-78 on the basis 
of oil exports running at 4.6 million b/d 
as compared with 5.1 million b/d during 
the fiscal year ending March 1971. Iran's 
neighbours, however, may not be entirely 
sorry to see some easing of emphasis on 
Tehran’s weapons programme. Accor¬ 
ding to the US Congressman, Mr Lcs 
Aspin, official records show that 40 per 
cent of shipments under the Pentagon's 
military aid and foreign military sales 
programme was destined for Iran as on 
June 3 last year, 16 per cent for Israel, 
eight per cent for Saudi Arabia and five 
per cent for Greece. Mr Aspin has added 
for good measure that Iran is spending 
considerably more per serviceman on 
ammunition than the United States. 

Considerable as the current difficulties 
within the OPEC are, it would be wrong 
to conclude that the cartel is in danger 


of losing its bargaining strength vis-a-vis 
the major oil-importing countries. The 
recent OPEC oil price increases are ex¬ 
pected to add an extra S3.2 billion to the 
EEC's oil bill this year and cut economic 
growth by a third of one per cent. 
Although this assessment implies that the 
effect of these price increases may be 
somewhat less burdensome than some 
pessimists feared, the impact of costlier 
oil imports on balance of payments or 
domestic inflation could still be quite 
serious for some of the OECD economies, 
notably the French and the Italian. It 
follows that some energy-saving measures 
are bound to be adopted in industrial 
countries, especially if the ‘hawks’ in 
the OPEC insist on having their way. 
The OECD World Energy Outlook, pub¬ 
lished recently, notes that, on the assump¬ 
tion of existing policies and a GDP growth 
averaging 4.4 per cent a year between 
1974-80 and 3.5 per cent a year bet¬ 
ween 1980-85, net oil imports into the 
United States will rise from six million 
b/d, in 1974 to 10 million b/d in 1985. 
This report estimates that OECD net oil 
import needs in 1985 will be about 35 
million b/d or 10 million b/d higher than 
in 1974. 

The medium-term demand projections 
consequently are very much in favour of 
the oil-exporting countries. By simply 
refraining from undertaking the con¬ 
siderable capital investment that will be 
needed to step up production in line with 
this anticipated growth in demand, these 
countries can not only maintain their 
present bargaining position but also im¬ 
prove on it. Of some urgency therefore 


is the question whether the major oil- 
importing countries are prepared to re¬ 
concile themselves to the political and 
economic risks implicit in excessive 
dependence on imported oil or whether 
they will quickly gear their energy poli¬ 
cies to the conservation of supplies and 
the expansion or diversification of sources 
of energy. The OECD report holds that 
it should be possible for the US goverment 
to adopt measures recommended in it for 
increasing domestic output and reducing 
consumption so that net oil imports could 
be held down to four million b/d. The 
report also outlines for the benefit of the 
OECD countries as a whole an ‘‘accelerat¬ 
ed policy” alternative to increased depen¬ 
dence on imported oils, which could 
reduce OECD oil imports to 24 million 
b/d by 1985. It follows that the future 
of oil prices would be influenced much 
more by what gavernments in the OECD 
countries may be doing about energy 
in the coming years than by what Saudi 
Arabia is doing about moderation within 
the OPEC this year. Meanwhile “uneasy 
lies the head that wears a crown” and one 
of Tehran's many headaches is a reported 
Russian move to rope in Algeria, Iraq 
and Libya in an exercise to set up a rival 
oil exporting organisation. Not that 
the USSR intends to be philanthropic 
about prices. On the contrary, it put up 
its oil prices for Comecon countries by 
nearly 25 per cent recently. The Iranian 
press is pointing out that there is such a 
thing as petro-communism. There cer¬ 
tainly is more in communism than 
Marx had dreamt of in his philo¬ 
sophy. 
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WINDOW ON THE WORLD 


Nigerian economy takes 

Df (Mrs) Prlya V. Mutalik-DMai ()ff On the Oil bOOm 


The commercial exploitation of oil resources has been an unexpected 
boom to Nigeria which was otherwise endowed with moderate resources , 
says the author who is reader in the Centre for East African Studies , 
University of Bombay. Today 90 per cent of foreign exchange of the country 
comes from oil and only 10 per cent from all other exports . 


Nigeria’s emergence as the seventh 
largest producer of oil in the world with 
a share of four per cent in the total world 
output within a short period of 15 years 
is a notable event in the oil-producing 
world. Nigeria is today the leading oil 
producer in Africa. 

The commercial production of oil 
started in the year 1958. Due to the 
strong resource base and the significant 
increase in the oil production, today the 
number of oil prospecting and producing 
companies excluding the allied contrac¬ 
ting companies has increased to 15. The 
oil-fields that have been discovered so far 
are many and a number of them are 
prolific. The fact that oil reserves of 17 
million tonnes in 1958 went up to 4.8 
billion tonnes by 1974 and the probable 
reserves are expected to exceed seven 
billion tonnes is indicative of the fast 
development of crude oil production in 
Nigeria. This spectacular rise in oil 
production is termed as the oil boom and 
has transformed Nigeria into a major 
source of world oil along with other 
major producers in North Africa, the 
Gulf and the Caribbean. 

potential exchange earner 

The growth in the production of oil 
has been closely followed by growth of 
exports too. During the last seven years 
the oil industry has developed into a 
potential foreign exchange earner. The 
vital contribution of the oil industry 
could therefore be seen in the data relat¬ 
ing to the growth of foreign exchange 
reserves. 

The latest foreign exchange reserves 
level is equivalent to just under one year 
of 1975 imports. Today oil sector earns 


nearly 90 per cent of the total foreign 
exchange while the remaining 10 per cent 
is contributed by the non-oil sector. Thus 
during 1974, out of a total of N 5421 mil¬ 
lion foreign exchange earnings, oil sector 
contributed an overwhelmingly large sum 
of N 4872 million. This share was hardly 
N 97 million in a total of N 489 million in 
1967. It is therefore evident that the oil 
industry has increased the total cake 
available in the form of foreign exchange 
in a handsome way. 

major buyers 

In the beginning, the UK and Holland 
were the two major overseas markets for 
oil export. New markets were however 
developed during 1962-69 and oil was 
shipped to West Germany, France, 
Canada, the USA, Argentina and Ghana. 
Notable effort in this period was the 
cultivation of Japanese market. Nigerian 
oil has a distinct quality in the form of 
low sulphur content and this makes it 
highly acceptable in Japan where anti¬ 
pollution measures are strictly enforced. 
During the subsequent period of 1970-74 
therefore, Japan emerged as one of the 
largest buyers. 

Region wise, Nigeria enjoys the largest 
market in the western Europe. For in¬ 
stance during 1970, 51 per cent of the 
country’s crude oil exports went to the 
western Europe, 27 per cent to the US, 
about 13 per cent to the West Indies a .d 
five per cent to Japan. It meant that the 
OECD area formed the major importers 
of Nigerian oil. It could be reasonably 
expected that future expansion of crude 
oil exports will largely depend upon the 
growth in oil consumption in these mar¬ 
kets. Nigeria can also increasingly 


cultivate the west African markets which 
arc virtually captive and potential. In 
fact, Nigeria’s plan to build two new 
export oriented refineries to augment the 
supplies of refined products would augur 
well for the development of these markets. 

formidable competitors 

The Gulf countries and Libya in 
north Africa are formidable competitors 
of Nigeria in the European market. 
Nigeria has an edge over its competitors 
since she enjoys certain unmatched advan¬ 
tages such as virtually sulphur free oil, 
freight and the location of proximity of oil 
fields to the coast and to the export 
terminal. 

The increasing importance of oil is not 
to be seen alone in the creation of export 
potential. It is also reflected in the 
rising proportional share in the country’s 
important economic indicators such as 
the Gross National Product and the 
government’s revenue as well as the em¬ 
ployment generation. 

The oil sector has achieved a high 
degree of technological sophistication and 
is of highly productive nature. Various 
seismic and drilling operations involved, 
constructional activities. Managerial and 
organizational functions have provided 
employment opportunities to about 4000 
persons directly in the oil sector and 
14,500 persons in the ancilliary firms 
through linkage effects. These employ¬ 
ment figures arc certainly not very im¬ 
pressive. The answer to this will have to 
be sought in the fact that oil industry 
is not a labour intensive industry; 
rather it is a capital intensive industry. 
However the injection of huge amounts 
of capital in the oil sector generates an 
increase in ihc demand for goods and 
services which in turn affect the 
employment in the economy. This effect 
is subdued to some extent because a 
larger part of the oil industry’s expendi¬ 
ture is on the expatriate personnel and the 
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imports of knowhow and equipment. One 
of the estimates puts only 1/3 of the 
total expenditure of the industry on local 
goods and services. 

The positive gains to the Nigerian 
economy flowing from oil industry is 
seen in the revenue earnings of the 
government. In 1963 the contribution of 
oil to government revenue was 1.7 per cent 
which rose to 16.1 per cent in 1970 and 
today stands at 65 per cent. During the 
four years spanning 1971-74, the govern¬ 
ment received N 5.6 billion oil revenue in 
the form of rents, royalties, occasional 
payment of premiums etc. and this could 
be considered as a measure of the impor¬ 
tance of the oil revenue. 

The oil revenue has spurred and 
sustained a high level of develop¬ 
mental activity. The annual rate of 
growth before the civil war was four 
per cent and by 1971-72 it reached 12 
per cent. The Nigerian federal govern¬ 
ment used the oil wealth to finance the 
Second Development Plan as well as for 
the post-civil war reconstruction and 
rehabilitation. The Third Development 
Plan (1975-80) is a massive effort to 
utilise the oil revenues and envisages a 
total expenditure of N 30 billion as com¬ 
pared to only N 3 billion for the Second 
Development Plan. The overall objective 
of the plan is to increase the GDP at 9.1 
per cent per annum in real terms. 

unexpected boom 

Thus the commercial exploitation of 
oil resources has been an unexpected 
boom which has suddenly changed the 
economic future of an otherwise mode¬ 
rately resource endowed country. It has 
made feasible a programme of industria¬ 
lisation and economic development and 
has enabled the country to import capital 
goods. 

Since the time oil was struck in the 
Nigerian soil, the government has adopted 
a forward looking policy. AH the mine¬ 
ral resources in the country are nationa¬ 
lised and license from the federal govern¬ 
ment is essential for oil exploration. A 
number of multinational companies such 
as Agip, Gulf-Oil, Safrap, Shell-BP etc. 
are operating in Nigeria. In fact, the 
generous terms and conditions provided 


for in the petroleum legislation made 
possible the rapid expansion of oil opera¬ 
tions during the last two decades. 

With the improvement in the oil pros¬ 
pects the government has revised the terms 
of contract through successively new 
decrees. Thus in January 1967 the Petro¬ 
leum Profit Tax (Amendment) decree 
provided for the establishment of posted 
prices, the payment of royalties and taxes 
on the basis of posted prices and 
allowance of royalty payments as an 
expense for profit tax purposes. Parti¬ 
cularly important was the 1969 Petroleum 
decree which introduced 51 percent state 
participation in all new concessions grant¬ 
ed under the decree. 

new programme 

One of the major highlights in the deve¬ 
lopment of the oil industry has been the 
planned and effective government partici¬ 
pation in the operation of oil producing 
companies. Active governmental involve¬ 
ment in the exploration, refining and dis¬ 
tribution of oil and its products has been 
the major aim of this programme. The 
government intends to have an effective 
control of this sensitive sector of the 
economy. Therefore the Nigerian National 
Oil Corporation (NNOC) was established 
in 1971 to strengthen the governments 
control through more intimate knowledge 
of the oil industry. The new policies partly 
arise from the ideology of political 
nationalism and partly from the need 
for more oil revenues from the share 
of unknown profits. The government 
increased the posted price of oil from 
S 11.66 per barrel in the third quarter 
1975 to $ 13.709 in the first quarter of 
1976. It has also increased th? price at 
which oil companies buy back Nigeria’s 
own 55 per cent share of its oil from $11.3 
to SI2.7. In July 1971, Nigeria joined 
OPEC as a member and has played an 
active role since then. 

With all the prosperity that oil has 
brought about, Nigerian leaders will have 
to learn a lot from the ^experiences of 
other oil rich countries where the oil 
wealth has not by itself delivered the 
desired level of industrialisation and 
economic development. This is parti¬ 
cularly significant where the technologi¬ 


cally sophisticated oil sector, coexists with 
an agricultural sector which uses primitive 
technology and is growing very slowly. 
The real dilemma for the Nigerian leaders 
today is how to use the high profits in 
the sector to enhance the rate of growth in 
the agricultural sector. In fact agriculture 
was the backbone of the economy as late 
as 1969 and was earning 75 per cent of the 
export revenue and most of the foreign 
exchange, till oil made a decisive contribu¬ 
tion. But the share of agriculture in the 
GDP has dropped from 63 per cent in 1960 
to 44 per cent in 1974. This would have 
been a sure indication of the structural 
transformation of the economy but for the 
fact that in recent years agricultural out¬ 
put declined severely in absolute terms. 
The government, therefore, recently 
launched the ‘Operation Feed the Nation’ 
(OFN) compaign to encourage Nigerians 
to grow more of their own food needs and 
to tackle the problems of growing food 
shortages and soaring prices. With a 
population growth rate of about three 
per cent per annum and the growth 
of agricultural output at two per cent per 
annum, the further neglect of the agricul¬ 
tural sector could result into a heavy price. 

Oil exploration has brought about an 
upsurge in the industrial and commercial 
activities and growth in the urban popu¬ 
lation enjoying rising standards of living. 
This has stretched the public services to 
a breaking point and created serious 
problems for the country, by putting tre¬ 
mendous pressure on practically every 
service. 

a great challenge 

The develoment of oil industry has been 
such a unique event in the recent eco¬ 
nomic history of Nigeria that it has 
brought about a rapid change in her 
economic face. It has bestowed Nigeria 
with the status of a big brother 
in the west African region by enabling 
her to provide assistance to the needy 
west African countries by way of loans 
at low interest rates or finance for deve¬ 
lopment projects etc. Yet it needs to 
be remembered that oil, Nigeria’s mine 
of black gold is after all a finite deplete- 
able resource and how to convert its con¬ 
tribution into a sustained basis of econo¬ 
mic growth is a great challenge to the 
Nigerian leaders and people. 
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The Congress has the best 

election machinery, the J&rrta party the 
best manifesto and the Congress for 
Democracy the best mouthpiece. About 
the machinery and the manifesto much has 
been said. J propose to say something 
here about the mouthpiece. Mr H.N. 
Bahuguna is undoubtedly the most effec¬ 
tive impressario on the political propa¬ 
ganda scene in the capital. The way he 
puts across the daily 4 p.m. news briefings 
at 6, Krishna Mcnon Marg, is a treat for 
the eye and the ear. He exudes optimism 
from every pore of his plump physique— 
and while he smiles and smiles, he does 
it in a way that does nothing to encou¬ 
rage the suspicion that one may “yet be a 
villain.” He likes newsmen and makes sure 
that they know he likes them. He takes even 
more care to ensure that the “newsy” 
points to which he a'taches importance 
are well taken. His confident and cheerful 
manner of making pronouncements may 
perhaps make them sound more persuasive 
than they are in their substance, but even 
his obiter dicta have an easy friendliness 
about them. 

Mr Bahuguna is at his best when he 
(or his party) has something to crow 
about. His performance on February 
22, consequently, was a feat of great 
virtuosity. On that evening, he had indeed 
a great deal to crow about. To the assem¬ 
bled newsmen, he could present a prize 
catch of two former chiefs of the Delhi 
Pradesh Congress Committee and seven 
Congress MLAs from Haryana as the latest 
recruits to the CFD. The way he display¬ 
ed them would have done credit to any 
showman anywhere. Mr Bahuguna, in fact, 
succeeded in making it appear that so 
far as opposition poll victory in Haryana 
or Delhi was concerned, all was over bar 
the shouting. In contrast, Mr V.B. Raju, 
at 5, Rajendra Prasad Road, is a lack¬ 
lustre artiste. Although he is fairly high in 
the hierarchy of the organisation, he con¬ 
ducts himself as a party hack rather than 


as ait inspired spokesman. It must be said 
to his credit, however, that he does not 
miss many opportunities of reacting shar¬ 
ply to debating points made by opposition 
propaganda, but he is more apt to yap 
like a Pomeranian than growl like an 
Alsatian. It is a pity that the ruling party 
has not fielded a more adequate persona¬ 
lity. There is still time for it to make good. 
If, for instance, its president, Mr D.K. 
Borooah, could take on these news brie¬ 
fings more often, the Congress electione¬ 
ering effort would certainly benefit much. 

The proceedings at 7, 

Jantar Mantar Road, are certainly livelier, 
although not as lively as Mr Bahuguna’s 
press briefings at the friendly neigh¬ 
bourhood address. Mr L.K. Advani has 
quickly built up a fine reputation as a 
clear-headed and forceful interpreter of 
election currents and cross-currents. Mr 
Asoka Mehta, with his political scholar¬ 
ship, economic expertise and public admi¬ 
nistration knowhow, is of course a great 
asset to his party. No man could use an 
idling pipe more effectively as a deceptive 
front for an enveloping alertness that lets 
nothing escape his incisive intervention. 
Mr Mehta is revealing himself as the mas¬ 
ter of the bon mot. On the day Mr Jagjivan 
Ram announced his parting of the ways 
with the ruling party, Mr Asoka Mehta 
was asked about the then state of general 
“jail delivery” of political detenus to 
which the prime minister had committed 
herself. Removing the pipe from his lips 
for just that one moment, he said in a 
voice devoid of all expression that at least 
Mr Jagjivan Ram had been released that 
day. 1 was reminded of the other Mehta, 
G.L., with whom, too, wit and wisdom 
were apt to march together. Incidentally, 
1 could never imagine Mr Asoka Mehta 
struggling for the right word as Mr 
Bahuguna not infrequently docs. For 
instance, the CFD leader kept on saying 
“head” of the iceberg when speaking of 
the “tip”. 


MOVING 

FINGER 


Election eloquence is a notorious coiner 
of verbal imagery. Mr Y.B. Chavan has 
described the Janta party as two railway 
engines pulling in opposite directions. It 
is difficult to congratulate him on his orq! 
versatility. Mr Chavan is undoubtedly a 
politician of many parts and also a man for 
all seasons. But picturesque phrase-mak¬ 
ing just does not happen to be his forte. 
In any case, where describing the Janta 
party is concerned, others, far mofe 
blessed with the gift of the gab than he, 
have already done their best. Moreover, 
the minister for External Affairs has been 
hardly fair to his colleague, the minister 
for Railways. Ra ; lway engines in this 
country may have their share of irrespon¬ 
sibility. Shunting engines, for instance, 
are known to have run amok occasionally. 
There are even rare cases of an engine 
duly attached to bogies on a regular run, 
going off the rails, like democracy and, 
again like domocracy, needing to be put 
back on the track once more. But it is an 
insult to our Railway administration to 
talk of two engines being attached to 
bogies or wagons in such a manner that 
they could at all pull in opposite direc¬ 
tions. Much may be forgiven to those who 
indulge in political analogies. But there 
is still a Limit to solecisms. Mr Chavan 
will do well to confine himself to bullocks 
which could conceivably drag in different 
directions or donkeys which, obstinate 
creatures that they are, have a known pen¬ 
chant for contrariness in their movements 
or other behaviour. 


The question of a nation 

rewarding its heroes is being discussed in 
the United Kingdom in a rather interest¬ 
ing fashion. The aged widow of Winston 
Churchill is reportedly parting with her 
family treasures in order to be able to 
make both ends meet. At least one Labour 
MP has confessed that he is unable to 
shed a tear. He argues that there is no 


reason why the public exchequer should 
tax itself in order to save family property 
for the great man’s children or 
children’s children. To her Tasting credit, 
the grand old lady herseTf has firmly 
declared that she does not seek relief from 
the state. Her grandson, for obvious 
reasons, sees things 
differently. He feels 
that the femily deser¬ 
ves to be amply re¬ 
warded by the nation. 
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Excellent survey, well conceived 


A Surrey off Research in Economics : A Project Sponsored by the Indian Council of 
Social Science Research, New Delhi; Allied Publishers Pvt. Ltd.; Pp 424; Price 
not given. 

Sc!ence f Universities and Research in India: M. H. Gopal; Geeta Book House, 
Mysore; Pp 72; Price Rs 20. 

Readings in Indian Labour and Social Welfare : Edited by J. N. Mongia; Atma 
Ram & Sons, Delhi; Pp 804; Price Rs 100. 

Higher Education, Social Change and National Development : Edited by J. N. Kaul; 
Indian Institute of Advanced Study, Simla; Pp 232; Price Rs 65. 

Social Sciences In Professional Education : Indian Council of Social Science Research, 
New Delhi; Allied Publishers Pvt Ltd: Pp 493; Price Rs 60. 

Credit Planning—Objectives and Techniques : Edited by S. L. N. Simha & A. Raman; 
Institute for Financial Management & Research, Madras; Pp 337; Price Rs 40. 

Reviewed by Academicus 


The idea of carrying out a survey of 
research work done so far in the field 
of social sciences was first put forward 
by the late Prof D. R. Gadgil, the first 
chairman of the ICSSR. The motive 
behind it was that such a survey would 
enable promotion of significant program¬ 
mes of social science research in future. 
The proposal was accepted by the ICSSR 
and A Survey of Research in Economics is 
the outcome. 

The research survey reports in econo¬ 
mics are being published in seven volumes. 
This volume is the second in the series. 
It covers the broad fields of national 
income, consumption, investment and 
savings, employment, monetary econo¬ 
mics, public finance, external trade and 
payments, and external assistance and 
foreign capital. It is extremely grati¬ 
fying to note that surveys of research in 
the above fields have been carried out by 
well-known names in those respective 
fields of study. 

interesting reading 

While all the surveys make interesting 
reading revealing the vast ramifications of 
the different fields of study in economics, 
in a brief review such as this, it would be 
worthwhile to concentrate not so much on 
the research work already carried out 
by scholars as on the fields where research 
work still needs to be undertaken. 

In the field of national income, accor¬ 


ding to M. Mukherjee, an assessment of 
the revised series of national income as 
providing measures of overall and secto¬ 
ral rates of growth of real product should 
get a high priority. Also, since the real 
growth rates have to be assessed, detailed 
examination of price components of the 
sectoral added values is necessary in 
addition to a study of the volume of 
components. The price basis of the Indian 
estimates is relatively weak and scholars 
should ascertain how far the sectoral 
price deflators correspond to sector pro¬ 
duction boundaries and also whether 


BOOKS 

BRIEFLY 


they have sufficient spread and accuracy. 
According to the author, national income 
and allied data should also be used to 
formulate and test hypotheses about 
sources of overall and sectoral rates of 
growth. The author wants that inter¬ 
industry transactions tables should be 
formulated periodically; factor distri¬ 
bution of national income on a periodic 
basis should also be prdUuced; so also 
rural-urban breakdown of net domestic 
product. A study of the degree of 
monetisation of various value flows should 
be undertaken so also analysis of distri¬ 
bution by size of household consump¬ 


tion, expenditure, personal income and 
saving. An estimate of the stock of 
capital in the country at a recently past 
date should be undertaken; it would also 
be useful to obtain estimates of sectoral 
and global capital-labour and capital- 
output ratios, both aggregative and mar¬ 
ginal. Coming to the statewise estimates 
of national product, the author is of the 
opinion that an examination of the varia¬ 
tions in industrial structures of added 
values and labour force within states 
would be of great interest. He is of the 
opinion that studies of this type will 
help to improve statewise estimates of 
income and expenditure. 

basic studies 

According to Pravin Visaria, in the 
field of employment, some of the basic 
studies that should receive high priorities 
are as follows. Are the labour force 
dynamics related to the status or class 
of workers? Is the situation in this 
respect much different in rural areas from 
that in small towns and other urban 
areas? Is there an inverse relationship 
between household income and female 
participation in economic activity? Is 
the impression of a progressive rise in 
labour force participation by educated 
urban women correct? To what extent 
do rural workers have preferences for 
particular types of employment? Do 
higher wage rates in rural areas hold 
prospect of substitution of family labour 
for hired labour? What is the magni¬ 
tude of regional variations in rural and 
urban employment? How far are rural 
and urban unemployment inter-related 
through migration? 

Writing on research in the field of mone¬ 
tary economics, A.M. Khusro has pointed 
out that “no powerful models explicitly 
introducing money in real economic growth 
setting—on the lines of Patinkin, Tobin, 
Johnson—have been developed to suit 
monetary and real conditions in India.” 
Also, the idea developed by Friedman that 
the behaviour of consumption and velocity 
of money can be explained through the 
concept of permanent income has not,yet 
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been pursued, nor has an estimate of 
wealth or permanent income been made. 
Trends and fluctuations in monetization 
and the nature and causalty of this pheno¬ 
menon in India have yet to be analysed in 
a thorough manner. According to the 
author, estimates of money supply also 
need attention of researchers as much 
haziness surrounds important definitional 
issues. 

In the field of public finance. Dr D.T. 
Lakdawala has suggested that research 
needs to be carried out to find out how 
much of investment programme should be 
directly undertaken by the public sector 
and how much should be left to the pri¬ 
vate sector so that both the sectors can 
fulfil the roles assigned to them, contri¬ 
bute to the success of each other and 
enable the whole plan to be carried 
through. He has also pointed out that 
while the tax system has received official 
expert scrutiny, public expenditure since 
independence has not been subject to any 
critical full-scale investigation. There is 
therefore a very strong case for public 
expenditure as a whole being reviewed by 
fiscal experts. The author has also sug¬ 
gested that an enquiry examining state 
variations in per capita tax and expendi¬ 
ture levels in terms of their per capita 
incomes and other objective factors such 
as density of population and importance 
of scheduled castes and tribes will be very 
useful in evolving a proper grants policy. 

maximum return 

In the field of international trade and 
payments, Manmohan Singh has suggest¬ 
ed that since an indiscriminate programme 
of export promotion can be wasteful 
and at times self-defeating, an attempt 
should be made to identify products offer¬ 
ing a significant export potential with a 
view to getting the maxjmum return. Also, 
a detailed commodity-wise study analys¬ 
ing different elements which influence the 
country's competitiveness in world markets 
would be extremely useful in planning an 
efficient export , strategy. A cross-section 
(firm-wise) analysis of export performance 
of different industries would help to 
improve the micro planning of export 
efforts. According to the author, further 
research is necessary in costs and benefits 
of various techniques of export promo¬ 
tion industry-wise studies analysing the 


extent as well as the economic effects of 
import substitution, in selected aid-financ¬ 
ed projects evaluating the productivity of 
aid, in Indian external debt problem and 
its implications for the country’s future 
economic policies, and in problems aris¬ 
ing out of the transfer of operative tech¬ 
nology from developed to developing 
countries, including costs and benefits of 
foreign collaboration agreements. 

In the field of external assistance and 
foreign capital, B.N. Honavar has recom¬ 
mended that further research is necessary 
in impact of the forms and level of foreign 
assistance on the pattern and pace of 
development, impact of aid on domestic 
saving, costs and other economic effects 
of aid-tying in India, aid and local cost 
financing, problems of debt servicing, 
limits of debt, impact of technical assis¬ 
tance on India’s economic growth, external 
assistance by India, problems of transfer 
of technology and policy towards private 
foreign investment. 

good framework 

This is a magnificent work well-con¬ 
ceived and excellently exc:utcd. Bibllio- 
graphy at the end of each chapter gives 
the list of exhaustive research work car¬ 
ried out so far in the subject. This by 
itself is a valuable contribution giving the 
readers a comprehensive idea of the 
research work already carried out in 
the subject. The theoretical framework 
provided by the authors at the begin¬ 
ning of each chapter serves as a good 
framework and background enabling 
readers to appreciate the relevance of the 
research work completed as also of re¬ 
search work still to be carried out. For 
prospective research scholars, finding new 
fields of research often poses serious pro¬ 
blems. The authors have therefore done 
well to chalk out the various fields and 
aspects of different topics that still await 
research and that should receive high 
priority. The book would be of tremen¬ 
dous assistance to research scholors in the 
field of economics. 

RESEARCH IN UNIVERSITIES 

Science , Universities and Research in 
India is a challenging essay by M.H. 
Gopal on Indian universities. This essay 
is born out of the author’s deep convic¬ 
tion that “No country in the world, 
especially among the developing nations, 
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can sustain development and maintain 
basic human freedoms, if the universities 
and the intellectuals forsake their respon¬ 
sibilities.” It Is with this hope that the 
author has written this controversial 
essay on Indian universities. 

precious factor 

According 19 the author, new and 
accurate knowledge is the most precious 
factor in economic and social growth and 
cultural advancement. Science, research 
and universities are practically co-existent 
and inseparable. The content i.e. syste¬ 
matised knowledge constituting science, 
is the static aspect of science; and the 
quest for more and more accurate know¬ 
ledge is the dynamic side which keeps the 
scientist on his toes. According to the 
author, universities should satisfy the 
three functional criteria of understanding, 
discovery and communication. It should 
be noted that there is no end to what 
remains to be discovered in God’s creation. 
This also implies that there is no finality 
in knowledge. It is therefore necessary to 
instil in the young scholar the lesson that 
“scholarship is no respecter of age, posi¬ 
tion, prestige, power or patronage and 
that it is mainly a matter of dedicated 
work... there is no authority but facts, no 
argument but logic, and no judgement 
but that based on one's own thinking, and 
no easy way except one’s own toil and 
tears, work and sweat.” 

The locale for all this is the universities. 
The university ha» always been regarded 
as society’s most persistent and tenacious 
guardian of intellectual and moral values. 
To discharge this duty, the university has 
to be free, independent, autonomous and 
in living contact with society. According 
to the author, Indian universities are 
passing from one crisis to another. There 
is dereliction of duty on the part of most 
Indian universities and, according to the 
author this has reacted on research in more 
than one way. “Independent and substantial 
enquiries into controversial problems are 
being avoided and, not infrequently, the 
research effort and its results are made 
to order.” What is unfortunate, since 
research is arduous and the emerging 
conclusions are possibly unpopular, the 
very effort at research is often being side¬ 
stepped. The author feels that this dere¬ 
liction of duty on the part of Indian 
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universities is “a major cause for student 
unrest in India since the students are 
losing respect for and confidence in the 
university and its faculty.” 

This state of affairs is traceable, accord¬ 
ing to the author, to three serious deve¬ 
lopments in India: firstly, bureaucratisa- 
tion of the universities; secondly, manning 
the faculties with wrong persons and in 
the wrong way; and finally, encouraging 
politicians to invade the temple of learn¬ 
ing. The author has quoted individual 
instances of some universities in India where 
the evils of bureaucratisation, parochialism 
communalism, and regionalism apart from 
personal factors, have been dominating the 
academic scene vitiating the entire atmos¬ 
phere in the universities. He has quoted 
instances to show how even the vice- 
chancellors owe their jobs to politicians 
who dominate the universities through 
them. This means that even in the univer¬ 
sities, political power is the main arbiter. 
Thus the author has successfully and 
forcefully made out that if the univer¬ 
sities are on the down-grade and if research 
is by and large poor in quality, “the 
prime cause lies in the wrong selection 
of persons at all levels—from the vice- 
chancellor down, due to pressures of 
various kinds, other than purely acade¬ 
mic.” 

various criteria 

Applying various criteria such as overall 
contribution to knowledge, faculty reputa¬ 
tion, continuing effort at research and 
academic pursuits, availability of research 
opportunities, calibre of students and 
academic climate, the author finds that 
majority of Indian universities are not at 
all comparable to even second-rate wes¬ 
tern universities not to speak of top 
universities like Oxford and Cambridge in 
the United Kingdom and Harvard and 
Chicago in the United States. 

The consequence of all this has been 
that research output is both quantitatively 
and qualitatively poor; the students drifting 
into research are not always of the most 
suitable quality; and the research training 
and examples they get are most unsatisfac¬ 
tory. What is worse in spite of the existence 
of the University Grants Commission, the 
situation in practically every respect inclu¬ 
ding research is deteriorating. 

According to the author, the major 


remedy lies in “the thorough overall, in 
law and practice, of the faculty selection, 
promotion and retention process and in 
the introduction and reorientation of the 
training process.” 

This is a challenging essay by an author 
who is a senior faculty member of a num¬ 
ber of Indian and foreign universities and 
has close contacts with the teaching pro¬ 
fession for nearly five decades. What the 
author has stated is not new, for these 
evils besetting Indian universities and 
the academic world have been pointed out 
by a number of commissions and com¬ 
mittees. And yet, the matter is so serious 
that these points need to be repeatedly 
hammered. Unless academicians are free to 
pursue knowledge without fear or favour, 
Indian universities will not be in a posi¬ 
tion to make any worthwhile contribution 
in the field of knowledge which alone 
would provide solid foundations for effec¬ 
tive policies indifferent fields of human 
endeavour. 

LABOUR ECONOMICS 

Readings in Indian Labour and Social 
Welfare presents a collection of papers 
written by experts in the field of labour 
economics. Many Indian universities have 
in their post-graduate course a paper 
on labour economics. The book is 
designed as a text-book covering ex¬ 
haustively as it does practically all the 
important aspects of the subject under 
discussion. The aim of the book, as the 
editor has pointed out, is not to present 
original ideas on the subject but to 
provide “an appropriate framework for 
studying labour problems.” 

Dr J.N. Mongia in his article on ‘Indian 
Labour—A Profile’, has shown how the 
emergence of India as a major industrial 
power has led to an increasing recognition 
of its status in the fields of industry and la¬ 
bour. The author has traced the evolution 
of Indian labour class, its early privations 
and sufferings, industrial unrest and 
abandonment of the policy of laissez 
faire in the field of industrial labour, and 
eventual emergence of a self-generating 
industrial labour class without the former 
‘village nexus' but with its roots in the 
industrial environments in which the 
industrial worker is bom and bred. 

Dr M.S. Nigam writing on ‘Recruit¬ 


ment of the Industrial Labour’ has sug¬ 
gested that a scientific system of labour 
recruitment should assure an adequate 
supply of labour at the times and places 
through properly organised institutions 
collecting and supplying labour market 
information, assisting free and fair mobi¬ 
lity of labour and growth of stable labour 
force, and effecting quick adjustments 
between labour demand and its supply. 

intermediary system 

The author has shown how the 
old intermediary system of recruitment 
has been more or less completely replaced 
in India by the modern employment ex¬ 
change system, except in mines and 
plantations where the old system still 
operates to some extent. The author has 
also warned that the National Employ¬ 
ment Service in India may have to face 
new challenges in future because with 
rapid technological changes and increas¬ 
ing and complicated differences of job 
requirements, matching of demand and 
supply of specified types of labour would 
become difficult. The NES will thus be 
called upon to play in future a more 
significant role in manpower planning. 

H.C. Gupta has explained the schemes 
of workers’ education and training adop¬ 
ted in various industrialised countries and 
has shown how the programmes of insti¬ 
tutional and apprenticeship training are 
gathering momentum in India and will 
cover in course of time increasing number 
of workers, industries and commercial 
establishments in the country. 

As regards working conditions, A.S. 
Bhardwaj has pointed out that although 
a lot of ground has been traversed in this 
regard since the days of Royal Commis¬ 
sion on Labour, the emphasis has to be on 
the effective implementation of the exist¬ 
ing legislation which is fairly comprehen¬ 
sive. 

Dr G.D. Mathur has pointed out that 
there is no standardization of wage rates 
for the same occupation in the some 
industry or between different industries. 
Wage rates also differ from state to state, 
from industries to industries and factory 
to factory. According to the author, eradi¬ 
cation of disparities in wage rates will 
lead to better industrial relations. It 
should be noted in this connection that 
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the National Commission on Labour has 
recommended standardization of occupa¬ 
tional nomenclature, standardization of 
job classification, periodic wage census, 
and reduction of wage differentials to 
suitable limits on a scientific basis. The 
author is also of the opinion that profit- 
sharing will act as an incentive to produc¬ 
tion and promote industrial peace leading 
to labour participation in management. 
It is, according to him, unfortunate that 
“Even after 25 years of discussion, no law 
on profit sharing has been enacted.” 

As regards the wage policy, Dr Govind 
Khanna has opined that in a country of 
India's size and variety, different regions 
will necessarily have different minima of 
wages. It may therefore be preferable to 
divide the country into small regions 
based on identifiable and economically 
meaningful characteristics and fix different 
minima for different industries according 
to relevant economic and other considera¬ 
tions. 

worker participation 

Writing on workers’ participation in 
management, R.V. Mathai has opined 
that it would be wrong to conclude on the 
basis of experience gained so far that the 
experiment has failed. Better industrial 
relations, a more stable labour force, in¬ 
creases in productivity, reduction in 
wastages and a closer understanding bet¬ 
ween the management and workers have 
been the fruits where the scheme of 
labour participation in management has 
been successfully put through. 

Writing on labour in public sector 
undertakings. Dr R.L. Goel has concluded 
that the state of labour relations in public 
sector undertakings leaves much to be 
desired. According to him, “mere trans¬ 
fer of industries to government cannot 
radically change the morale and outlook 
of workers.” 

Writing on manpower planning, K.N. 
Butani has pointed out that “the approach 
to manpower planning in India has been 
essentially pragmatic. It is based almost 
entirely on the ‘requirement’ approach 
and that too in respect of selected educa¬ 
tional categories.” Conceptual and 
methodological sophistication seems to 
be lacking in the approach. This will 
involve among other things “identification 


of sectors with substantial growth and 
employment potential, an integrated ap¬ 
proach to problems of economic growth 
and human resources utilisation at the 
sectoral, area and enterprise level, closer 
linkage between education and manpower 
and, above all, a massive effort at control¬ 
ling manpower supply through population 
control.” 

Over the last twenty five years or so, 
the trend towards stabilisation of indus¬ 
trial labour has strengthened. An indus¬ 
trial worker today is more urban in taste 
and outlook. The idyllic notion of ‘village 
nexus’ has been rapidly receding into the 
background. A vast majority of workers 
in urban areas are committed to factory 
employment. In older industries like tex¬ 
tile, jute, iron and steel, and cement, a 
second or even a third generation of 
workers has emerged. The industrial 
worker of today has acquired a dignity not 
known to his predecessor. He has now 
a personality of his own and he has 
become conscious of his potential power. 

Against the rapidly changing back¬ 
ground, the problems of industrial labour 
in Indian assume great significance. This 
book presents detailed and comprehensive 
analysis of practically every one of the 
various aspects of industrial labour pro¬ 
blems in the country. It would serve well 
as a standard text book on the subject, 
though one very much wishes that more 
attention had been paid to the pro¬ 
duction aspect of the book, especially in 
view of almost prohibitive price that is 
charged. 

GOAL OF EDUCATION 

The Indian Institute of Advanced 
Study, Simla, in collaboration with the 
Indian Council of Social Science Research, 
New Delhi, held a seminar in November 
1972 to discuss some pivotal problems of 
higher education in relation to social 
change and national development in India. 
The object was to provide “a forum for 
a reformulation of the goals of Indian 
higher education so as to make it an 
effective instrument of change and deve¬ 
lopment in the desired direction.” Higher 
Education , Social Change and National 
Development is a collection of papers 
submitted by the participants on issues 
such as growth and development of higher 


education in India since independence, 
higher education as an instrument of 
social change, coordination of higher 
education with human resources develop¬ 
ment in India during the next twenty-five 
years, reorientation of courses, selective 
admission to colleges, equalisation of 
educational opportunities for weaker 
sections of society, the role of affiliated 
colleges, financing of higher education in 
India, government interference in univer¬ 
sity affairs, and coordination and improve¬ 
ment of standards of higher education in 
India. 

There appears to be the crisis of objec¬ 
tives as also a crisis of obsolescence in 
higher education in India. Though this 
might be due to fast-changing socio¬ 
political environment, it was also felt that 
the university system cannot absolve itself 
of the responsibility fora steep decline in 
educational standards. 

elitist character 

It was generally felt that higher educa¬ 
tion in India has tended to be elitist in 
character. It generates parasitism and 
discourages physical labour. This has 
proved harmful for the development of 
both the students’ person ilities and that 
of the society. 

Further, it was felt among participants 
that broadly speaking higher education 
in India appears to be purposeless and 
irrelevant in the changing context of 
Indian society. This means it has to be 
meaningfully geared to well-defined objec¬ 
tives in the areas of social change and 
national development. 

It was generally felt that quality-wise 
what is taught in the Indian universities 
is by and large obsolete. It was believed 
that a major thrust is needed to encourage 
excellence without denying justice to the 
under-privileged. 

Higher education, the seminar felt, 
should aim at transforming India into a 
technologically competent society. Educa¬ 
tion should create a cultural base propi¬ 
tious for such a development by bringing 
about attitudinal and value changes on a 
large scale. 

It was agreed that in a country with 
limited resources, higher education should 
ideally be linked with careful manpower 
planning. Since large sectors of the com- 
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munity look upon higher education as a 
status symbol and also since manpower 
planning cannot be done easily in the 
fields of humanities and social services, it 
was felt that at least for a decade or so 
manpower planning may have to be res¬ 
tricted to only key areas where manpower 
needs can be easily and accurately identi¬ 
fied. 

sound education 

The participants felt that the first 
degree should provide sound general edu¬ 
cation. It should have two streams - the 
academic and vocational. The admissions 
to the second degree must be more restric¬ 
tive so that only those who have the 
intellectual capacity and aptitude come 
to be selected. While thus serious thought 
must be given to proper selection, it was 
felt that this step should not result in the 
denial of higher education to the under¬ 
privileged. For such persons “compensa¬ 
tory and remedial facilities will have to be 
built into the educational system.’* The 
same holds good for underprivileged 
regions in India. Plans should be worked 
out to correct serious educational imba¬ 
lances in different regions of a state and 
between different states. 

The seminar was of the opinion that 
problems of affiliated colleges should 
receive greater attention and they should 
be given more opportunities for participa¬ 
tion in educational activities of the 
university. Their neglect since indepen¬ 
dence will have to be rectified. The semi¬ 
nar recommended that a large number 
of colleges should be made autono¬ 
mous. 

The seminar stressed that to fight 
obsolescence of education and to make it 
relevant to India’s needs, a large number of 
imaginative programme of production of 
educational materials such as text-books, 
teachers’ guides, audio-visual aids and 
digests of the latest research findings will 
have to be developed by a suitable 
agency. Also, it was felt that “honest 
efforts must be made to impart higher 
education through Indian languages.” It 
is however, essential that “effective bilin¬ 
gualism be promoted for those who 
undertake advanced study and research 


while other students study through re¬ 
gional languages.’* 

One is convinced that Indian univer¬ 
sities are passing from one crisis to 
another and that they have not been 
moving along the right path. While the 
seminar has drawn attention to a number 
of issues, certain educational problems 
still appear unanswered or side-tracked. 
For example, what should be the purpose 
of education? Development of human 
personality or meeting the day-to-day and 
changing needs of society? Should educa¬ 
tion be purely utility-oriented ? Further, 
what should be the level of excellence 
aimed at in a backward country like 
India? If education is considered as a 
part of technology, should not the level 
of education be appropriate to our re¬ 
quirements and resources? Would it not 
be wasteful for Indian universities to 
uniformly aim at the levels of Oxford 
and Cambridge ? Moreover, would Indian 
theorists be in a position to evolve theo¬ 
ries comparable to those in developed 
countries considering the fact of totally 
underdeveloped conditions in the country? 
Is not the whole approach to university 
education in India elilist? Would those 
who are denied the opportunities of 
education for thousands of years catch 
up with others who have educational 
traditions? Would it be right to insist 
on highest excellence in the case of su;h 
sections of society ? Would it be practi¬ 
cable? Is it necessary? Is not broad 
spread of higher education among masses 
more important than insistence on attain¬ 
ment of high level of excellence by one 
and all ? 

no answers 

One does not find answers to any 
one of the above fundamental issues. 
Unfortunately, thinking on educational 
matters among the Indian academicians 
still seems to be dominated by what is 
happening in Oxford and Cambridge in the 
UK and Harvard and Chicago in the 
USA. Earlier wc cast off their spell and 
begin to think of our educational prob¬ 
lems in an indigenous way taking into 
consideration our culture and background, 
our resources and requirements, and our 
aims and aspirations, better would it be 


for the cause of university education in 
India. 

SOCIAL SCIENCES 

It is a heartening development that 
social sciences have entered the field of 
agricultural, engineering, and medical 
education and that a number of social 
scientists arc actively participating in the 
teaching programmes in these professio¬ 
nal institutions. But as yet there is no 
clear idea about the precise role of social 
sciences in these professional areas. The 
Indian Council of Social Science Research 
held a conference to identify problems 
and to chalk out a programme of action 
so that “a continuing and fruitful dia¬ 
logue is established between the social 
scientists and the men from technical 
fields, the teaching of social sciences in 
these professional institutions is improv¬ 
ed and research in social sciences as ap¬ 
plied to these special areas is vigorously 
promoted.” Social Sciences in Professio¬ 
nal Education is a product of this con¬ 
ference. 

Some important problems were taken 
for consideration in the conference. For 
example, what are the objectives of intro¬ 
ducing social sciences in colleges of medi¬ 
cine, engineering and agriculture? It was 
stated that the objective would be “to 
widen the horizon of students and help 
bridge the gap between technology and 
social life so that wc have agriculturists, 
doctors and engineers who are socially 
more aware and responsive to the needs of 
the society and do not function as narrow 
specialists.” Another objective may be 
‘ to enable th: professionals concerned to 
get better equipped to perform some of 
the secondary roles they have to play as 
administrators and managers or as policy¬ 
makers and planners.” 

The next issue discussed was: what 
should be the relevant social science content 
to be included in the various programmes 
of professional education ? 

It was felt that social science content 
will naturally depend upon what are per¬ 
ceived tv> be the overall objectives of 
introducing social sciences in education 
for these professions. Social science con¬ 
tent will of course vary as between agricul¬ 
ture, engineering and medical curricula. 

Another question was: what should 
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be the methods and approaches that 
should be adopted in the teaching of 
social sciences to students of those pro¬ 
fessions? Two approaches were suggest¬ 
ed. ‘Cases* might be introduced from a 
specific area of practice and to that ex¬ 
tent the teaching of social sciences may 
get linked to other academic programmes 
of the students. In this approach socio¬ 
logy, economics, psychology, etc will be 
taught as disciplines individually and 
inter-relatcdly. The other approach 
would be to introduce selected social 
science content at appropriate points in 
the professional subjects where the socio¬ 
cultural perspective introduces a major 
variant as, for example, in nutrition, epide- 
mology or preventive health-measures in 
medicine, or in the acceptance or non- 
acceptance of particular practices in agri¬ 
cultural extension, etc. It was felt that 
adoption of one or the other approach 
will depend at least partially on what our 
objectives arc in the introduction of social 
sciences for the professions. It was felt 
that apart from the approach, the methods 
of instruction are also relevant and some 
thought may have to be given to relative 
places of lectures, case discussions, field 
exposure, and guided reading in instruc¬ 
tional programme in social sciences. 

right teacher 

As regards the question who should be 
recruited to teach social sciences in pro¬ 
fessional colleges, it was felt that cither 
the teacher may be a person who is basi¬ 
cally a social scientist or he may be a 
member of that particular profession with 
some familiarity with social sciences. It 
was felt that both these types may be 
required. 

Social sciences have dramatically chang¬ 
ed during recent years in this country and 
it has come to be realised that professio¬ 
nal people like agriculturists, engineers 
and medical practitioners cannot any 
longer make effective contribution based 
only on their technical competence. It 
should be agreed that unless they are 
made aware of the social and political 
forces and unless they develop an under¬ 
standing of human nature and behaviour 
based on appropriate study and training 
in this context, they cannot deal with the 
challenges that have been thrown up in 


recent years. It may be rightly said that 
our failure to successfully implement 
development plans in the fields of elec¬ 
tricity, food, health, family planning, etc, 
etc is basically at the level of human 
relationships in their broadest sense. Agri¬ 
culturalists, engineers and medical practi¬ 
tioners who do not understand social 
implications of their actions are likely to 
feel frustrated even though they may be 
technically competent. There should not 
be disagreement, therefore, on the con¬ 
clusion arrived at at the conference that 
the above professional disciplines must 
develop a positive approach towards in¬ 
corporating relevant social science studies 
as an integral part of their curriculum. 

CREDIT PLANNING 

There is much talk about credit plan¬ 
ning these days in India but there is 
hardly any literature comprehensively 
analysing the concept and its techniques. 
Credit Planning — Objectives and Tech¬ 
niques contains articles on the subject 
written by experts in the field and meets 
the need parity, if not wholly. This pub¬ 
lication is practical in character meant 
to serve the needs of bankers in the 
day-to-day working of credit deploy¬ 
ment. The book emphasises both the 
regulatory aspect of credit planning as 
well as the promotional aspect. The 
dozen contributions between them give a 
great deal of data and policy guidance to 
commercial bankers in channeling credit 
to various economic sectors in a manner 
that would enable realisation of the 
objectives of rapid economic growth, 
balanced regional development and meet¬ 
ing the needs of priority and neglected 
sectors of the economy. Although the 
credit planning operations of commercial 
banks are influenced to a considerable 
extent by policies and operations of the 
Reserve Bank of India, it is well to recog¬ 
nise that the main burden of credit plan¬ 
ning in its regulatory as well as promotio¬ 
nal aspects lies on individual commercial 
banks themselves. 

A. Raman who has been writing con¬ 
siderably on credit planning has made an 
attempt to explain the concept and policy 
of credit planning. He has explained how 
in a planned economy, guidelines are 
given for mobilising increasingly larger 


resources and channeling them accord¬ 
ing to priorities laid down in the Plan. It 
should be noted that credit planning is 
related to management of credit system 
in the public as well as the private 
sector. 

RBI's role 

The Reserve Bank plays an important 
role in assisting credit planning at macro 
and micro levels. At the macro level, 
the Reserve Bank “prepares the monetary 
budget and indicates, in the light of it, 
the order of overall credit expansion 
which may be undertaken with reference 
to the targeted increase in production, 
export, etc ” It discusses with major 
users of credit their credit requirements 
in the context of output increases planned. 
With this background, the Reserve Bank 
discusses with each major commercial 
bank its resource position and sectoral 
deployment of credit and seeks to ensure 
a meaningful allocation of credit and 
bring about a balance between supply 
and demand for credit. The focal point 
in credit planning in this sense is the 
Reserve Bank of India. 

It should however be noted that credit 
planning has to be translated into reality 
at the micro level i.e. at the individual 
bank level. There should be concerted 
effort on the part of individual banks to 
formulate appropriate credit plans at the 
micro level in the context of overall 
shortages uf lendable resources and in 
the light of directions and guidelines 
given by the Reserve Bank on broad 
sectoral and regional deployment of credit. 
This also implies that there would have 
to be greater cooperation among various 
branches of a commercial bank and also 
among different commercial banks. 

Assessing credit planning undertaken 
so far in India, A. Raman has pointed 
out that quality of agricultural lending 
continues to be poor and the expected 
degree of precision and sophistication in 
credit planning has not been achieved. 
There is need for improving credit ap¬ 
praisal standards and cutting down delays 
in sanctioning loans especially to small 
borrowers. Also, reduction of regional 
imbalances in banking development still 
remains a far cry. There is need of 
a proper management information system 
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and an efficient statistical base. Credit 
planning will also need for its success 
greater cooperation from the borrowing 
constituents who should be encouraged 
to give a realistic assessment of their 
credit demand. It should be noted that 
successful operation of credit planning 
requires great amount of discipline on thp 
part of borrowers. 

Meenakshi Tyagarajan has explained 
the role and significance of sectoral and 
geographical distribution of commercial 
bank credit. She has also explained the 
nature of developments taking place in 
this respect in India especially after the 
introduction of social control and eventual 
nationalisation. She has shown how the 
share of agricultural sector and priority 
sectors and rural areas in credit deploy¬ 
ment is increasing and that of traditional 
sectors is declining gradually. 

L. D’Mello’s article on ‘Credit Plan¬ 
ning at the Bank Level’ contains extremely 
useful material.At the individual bankplan¬ 
ning level, credit planning involves branch 
expansion plan, district credit plans, credit 
budgets and performance budgets. He has 
also drawn attention to certain problems 


of credit planning such as gaps in data and 
outdated nature of economic environment 
and development plans of the govern¬ 
ment, difficulties of translating economic 
data into banking variables, practical 
difficulties of coordinating extensive list 
of priorities, failure to get advance indi¬ 
cators of economic environment and 
monetary and credit policy changes. The 
author has emphasised that credit plan¬ 
ning to be successful will require a great 
amounl of continuing economic research. 

Performance budgeting is an extremely 
important aspect of credit planning and 
A.C. Shah has written an excellent 
article explaining what is performance 
budgeting and its significance. “Perfor¬ 
mance budgeting involves an analysis of 
past trends, an effort to steer the future 
trends in line with pre-determined goals, 
a continuous reappraisal of actual per¬ 
formance compared to planned projec¬ 
tions and finally a reorientation of the 
goals as per changing environment.” 

For carrying out their functions, com¬ 
mercial banks will have to plan their pro¬ 
gress in a manner that synchronises with 
the direction in which the nation plans to 


move. Performance budgeting involves 
plans for mobilisation of resources, pre¬ 
paration of budget at branch level, pre¬ 
paration of deposit plan, branch expan¬ 
sion plan, profit planning, capital expen¬ 
diture planning, planning of costs to be 
incurred by different branches and per¬ 
formance review to determine the levels of 
achievements in the light of long-term and 
short-term plans drawn by the commercial 
bank. There is no doubt that performance 
budgeting will certainly be instrumental 
in planning and effectively monitoring 
operations of a commercial bank. 

Selective credit controls, credit authori¬ 
sation scheme, new bill market scheme are 
all in a sense instruments of credit plan¬ 
ning and different authors have explained 
in detail the roles which they arc playing 
in India at present in the sphere of credit 
planning. 

While the book goes quite a long way 
in explaining credit planning and all that 
it involves, it also sutlers from defects 
which books containing articles by various 
authors on a subject suffer. In such 
books one docs not find a comprehensive, 
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all-sided and well-coordinated treatment 
of the subject under discussion. There is 
overlapping and there is a considerable 
amount of repetition. This book suffers 
from all these defects and yet it is the 
best book produced so far on the subject. 


Mr V. P. Arya is not a new name in 
the industrial relations world of our 
country, nor so arc his handy publica¬ 
tions. Otherwise too, to bring out third 
edition of any publication, particularly 
like the one under review, is in itself 
praiseworthy. 

The author in all his publications has 
adopted a standard principle and pattern. 
In short, to pick up any small subject out 
of the lot of the industrial relations, and 
present it in simple and lucid language 
so as to enable reader concerned with 
the subject to appreciate it without 
causing any headache to him. 

“A Guide to Settlement of Industrial 
Disputes '* also follows the aforesaid 
practice, and with full success. It has 


Among many other things, the manager 
in this country as well as abroad has to 
learn the art of listening which requires 
both physical and mental alertness. Ex- 
perience over the years has demonstrated 
that the key to the solution of many a 
problem lies in careful listening to subor¬ 
dinates. Some managers cultivate this 
art over the years and make a name in the 
profession; others neglect it for whatever 
reason and end up failures. 

The book under reference is a treatise 
on the cultivation of the skill for listen¬ 
ing by managers; at places, it may look 
too elementary but those who have come 


* he book would therefore be greatly 
welcomed both by the students of mone¬ 
tary economics and banking and by prac¬ 
tical bankers who will find here a great 
amount of technical details needed for 
making credit planning a success. 


two parts. While the first part summarily 
describes the mechanism of the industrial 
disputes settlement machinery as made 
available in the Industrial Disputes Act, 
the other one analyses the chief but 
common industrial disputes causing con¬ 
cepts, such as wages, different types of 
allowances, benefits, etc., dismissals, as 
evolved by judicial decisions, of course, 
with appropriate citations. 

Everyone who is anyone in the indus¬ 
trial relations world, whether law student, 
lawyer, labour leader, legal adviser or 
management, would appreciate all in or 
about the author’s unique and useful 
attempt, except one thing—price—which 
would undoubtedly prove to be too bulky 
for an average too small pocket. 


Listen ? 


Reviewed by R.P. Agarwala 

up in this profession will be able to 
clearly spot out the part played by listen¬ 
ing in their rise to the top position in an 
organisation. 

Mr Madan has pointed out the impedi¬ 
ments which hamper listening and has 
also pro\ided guidelines as well as a sys¬ 
tematic approach to enable managers to 
acquire and profit by this ^important skill. 

This book will be found useful by all 
managers. Th~y will perhaps discover 
for the first time how important listening 
has been in their day-to-day work. It is 
like breathing without feeling the presence 
of air. 


Books Roceivod 

Soviet Agriculture* Trials and Triumphs: 
G.D. Sane; Popular Prakashan Pvt. Ltd., 
35 C, Tardeo Road, Bombay 400 034: Pp 
177; Price Rs 32.00. 

Delhi*s Red Fort is Hindu Lalkot: P.N. 
Oak; Jaico Publishing House, 125, 
Mahatma Gandhi Road, Bombay 400023; 
Pp 170; Price Rs 10.00. 

Cricket Cavalcade : Mahiyar Dara 
Morawalla; Jaico Publishing House; 
Pp 167; Price Rs 6.00. 

Begone Gadmen ! Encounters with Spiri¬ 
tual Frauds : Dr Abraham T. Kovoor; 
Jaico Publishing House; Pp 200; Price 
Rs 8.00. 

The Mind of Adi Shankara: Y. Kcshava 
Mcnon; Jaico Publishing House; Pp 121; 
Price Rs 6.50. 

Lucknow 9 s Imamharas are Hindu Palaces: 
P.N. Oak; Jaico Publishing House; Pp 
144; Price Rs 10.00. 

Dvija—A Prophet Unheared: T.K. 
Mahadcvan; Affiliated East-West Press 
Pvt Ltd, 4C, Martieth Court, Madras- 
600008; Pp 181; Price Rs 30.00. 

Social Audit and the Auditor's Report 
(Third Revised Edition): N.N. Kini and G. 
Kanodia; Book Corporation, 4, R.N. 
Mukherjee Road, Calcutta 700001; Pp 172; 
Price Rs 25.00. 

Monopolies Law and Cases : S. Das- 
gupta: Book Corporation, I, Mangoe 
Lane, Calcutta-700001; Pp 392; Price 
Rs 40.00. 

A Handbook of Industrial Law : Edited 
by S.D. Gupta, Book Corporation, I, 
Mangoe Lane, Calcutta-700001; Pp 508; 
Price Rs 60.00. 

Central Banking in a Planned Economy — 
the Indian Experiment : C.R. Basu; Tata 
McGraw-Hill Publishing Co Ltd, 12/4, 
Asaf Ali Road, Third Floor, New Delhi- 
110002; Pp 396; Price Rs 75. 

Wages in India : K.N. Subramanian; 
Tata McGraw-Hill Publishing Co Ltd; 
Pp 850; Price Rs 165.00. 

Soviet Economic Policy Income 
Differentials in the USSR: Vinod Mehta: 
Radian Publishers, E-155, Kalkaji, New 
Delhi-II0019; Pp 134; Price Rs 45.00. 

The Wealth of India—-Industrial Products 
Part IX : To—Z with Index to Parts / to 
IK : Published by Publications and Infor¬ 
mation Directorate, Council of Scientific 
& Industrial Research, Hillside Road, New 
Delhi-110012; Pp 354; Price Rs 80.00. 
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TRADE 

WINDS 


IDA Loan for Orissa 

The International Develop¬ 
ment Association, an affiliate 
of the World Bank, has extend¬ 
ed a $20-million credit to an 
agricultural development pro¬ 
ject in east Orissa. The pro¬ 
ject is aimed at increasing 
foodgrains production by 
strengthening agricultural ex¬ 
tension and related research. 
Small farmers with limited finan¬ 
cial resources but excesss labour 
are expected to benefit greatly 
from the project’s emphasis on 
efficient use of locally avail¬ 
able resources. The credit 
will cover half of the total 
cost of the project estimated 
at $40 million. The other half 
will be borne by the central 
government. The credit is 
for 50 years, including a ten- 
year grace period. It is inte¬ 
rest free, except for a service 
charge of 3/4 of one per cent 
to meet IDA’s administrative 
costs. 

Indo-Hungarian 

Cooperation 

India and Hungary have both 
agreed to align their standards 
in specific areas in trade to the 
extent possible. They both 
agreed to cooperate in their 
capacity as members of the 
International Standards Orga¬ 
nisation Council for promoting 
and development of internatio¬ 
nal practice standards. These 
decisions were taken during 
the discussions of a two mem¬ 
ber Hungarian delegation led 
by Dr J. Olajos, President of 
the Hungarian Standards 
Organisation (MSZH) during 
his visit to the country. The 
discussions were held with the 


acting director general of 
Indian Standards Institution, 
Dr A.K. Gupta. Both sides 
exchanged information rela¬ 
ting to formulation of natio¬ 
nal standards, operation of 
certification marks scheme, 
information handling proce¬ 
dures and practices for auto¬ 
matic and promotional acti¬ 
vities. Discussions covered 
planning for national standar¬ 
disation, time taken for pre¬ 
paration of standards, training 
of standards engineers and 
representation of consumer 
interest in national committees. 

Payment of Taxes 

The Reserve Bank of India 
has advised income tax asses- 
sees to pay their income tax 
and other direct taxes suffici¬ 
ently in advance of the due 
date. This will help them to 
avoid the last minute rush and 
the need to wait in queues for 
long hours. The Reserve Bank 
has stated that the rush for 
remitting income tax and 
other direct tax dues into the 
Reserve Bank of India has 
been far too heavy towards the 
end of March and it becomes 
difficult for the Bank to cope 
with the pressure of receipts 
although additional counters 
to the maximum extent possi¬ 
ble arc provided for the pur¬ 
pose. Consequently, the pub¬ 
lic are required to wait in 
queues at the Bank for un¬ 
necessary long periods. To 
obviate the inconvenience, 
assessees in the city have been 
advised in their own interest 
to avoid last minute rush by 
remitting their income tax and 
other direct taxes dues suffi¬ 


ciently in advance of the due 
date. 

Arrangements also exist at 
the Income Tax Department 
and at branches of State Bank 
of India in Delhi and New 
Delhi conducting government 
business for receipt of income 
tax and other direct tax 
challans accompanied by cros¬ 
sed cheques. In addition to 
this, income tax and other 
direct tax challans are also 
accepted by all branches of 
State Bank of India, Bank of 
India, Punjab National Bank 
and Syndicate Bank in cash or 
by cheque drawn on any 
local branch of any bank. The 
assessees can take advantage 
of these arrangements for their 
convenience. 

Duty Relief on Excess 
Production 

In June, 1976, the govern¬ 
ment has brought into force 
a scheme under which manu¬ 
facturers of specified com¬ 
modities would be entitled to 
25 per cent reduction in the 
central excise duty leviable on 
clearance of their manufac¬ 
tures which were in excess of 
the clearances in the “base 
period” subject to prescribed 
conditions. A question has 
arisen whether the duty relief 
can be retained by the manu¬ 
facturers. The government 
has wished to clarify that it 
was for the manufacturer to 
decide whether the benefit of 
the duty exemption earned by 
him should be retained by 
him or not. However, it may 
be noted that in the event of 
the manufacturer not passing 
on the benefit in whole or in 
part to the buyer, the assess¬ 


able value of the goods will 
have to be adjusted according¬ 
ly and the duty computed on 
the assessable value so adjust^ 
ed. The assessable value will 
be worked out by the formula 
given below. 

The aforesaid considera¬ 
tions are applicable only in the 
case of goods subject to ad 
valorem rates of duty in res¬ 
pect of which no tariff value 
has been fixed. The central 
excise authorities have been 
suitably instructed. 

Kuwait Township 
Project 

The work on the main 
Ardiya housing project was 
inaugurated in Kuwait recently 
by Mr Hamad Mubarak A1 
Ayyar, minister of Housing, 
government of Kuwait. He 
was deputising for the crown 
prince who could not be pre¬ 
sent. The project, involving the 
construction of a complete 
township, is being implemented 
by Kngineering Projects (India) 
Limited (fcPI), a public sector 
undertaking of the govern¬ 
ment of India, in association 
with M/'s Pacific Consultants 
International of Japun. 

The full-fledged township to 
be built at the site will have 
3,317 dwelling units along with 
infrastructural facilities such 
as water, electricity and 
sewage systems. It will also 
include public buildings, mos¬ 
ques, schools, public gardens, 
recreation centres, cinema 
halls, shopping centres, play¬ 
grounds, electrical sub-stati ms 
and community centres, etc. 
The project is scheduled to be 
completed by November 1979. 

Temporary houses for staff 


Assessable value=Sale price ^ 

Vum (KKH Reduced n* of du.y ) 


The duty thereon will be worked out as follows: 


Sale price (cum duty)x 


_ Reduced ra te 

(100-l Reduced rate of duty) 


BA*rt*N BOONOkOST 


399 


MARCH 4,1977 


and labour working on the 
project have already been com¬ 
pleted. FP1 will position the 
labour force of 5,000 for the 
project from India. The 
material and equipment re¬ 
quired for executing the huge 
project is also being transport¬ 
ed from India. A fully auto¬ 
mated hollow block making 
plant has been set up at the 
project site in a record time 
of 10 days. The coloured blocks 
produced by this plant will be 
used in the construction of the 
dwelling units. FPI's project 
director has expressed his full 
confidence that the project 
would be completed within the 
scheduled time. The project is 
of a total aggregate value of 
Rs 2,80 crorcs. 

Export Duty on 
Cardamom 

The export duly on carda¬ 
mom has been reduced to 
Rs 10 per kg from Rs 50 a kg. 
An official notification issued 
recently stated that the govern 
ment had decided to cut the 
export duty because of interna¬ 
tional and internal crisis in the 
cardamom market and with 
a view that the exports did 
not suffer. The measure, it 
was stated, would also help the 
growers whose cf op had been 
badly affected by ensuring them 
a fair return. 

New Electronic 
Switchboard 

A new electronic switchboard 
for Defence communication 
has been manufactured by 
Instrumentation Limited, a 
public sector undertaking 
under the ministry of Industry. 
It has been specially developed 
for meeting the stringent 
Defence requirements which 
call for perfect functioning 
under all environmental condi¬ 
tions, such as high altitude, 
sub-zero temperatures, dusty, 
dry and high temperature con¬ 
ditions in desert areas and hot 


and humid conditions in the 
tropical regions. This electronic 
exchange was developed by the 
Defence Research and Deve¬ 
lopment Laboratory at Banga¬ 
lore. Its manufacture by Instru¬ 
mentation Limited will lead 
to a substantial saving of 
foreign exchange for the coun¬ 
try. 

The manufacture of the first 
batch of 120 switchboard tele¬ 
phone manuals 15-line ex¬ 
changes has already been com¬ 
pleted. The manufacture of the 
second hatch of these electro¬ 
nic exchanges was inaugurated 
at the Instrumentation factory 
in Kota by Lt. Gen. R.P. 
Sapra, Signal Officer-in-Cliief, 
Indian Army, recently. Lt. 
Gen. Sapra was taken round 
the factory by Brig. D. Swa- 
roop, managing director of 
Instrumentation Limited. The 
initial Defence ministry order 
for this equipment with Instru¬ 
mentation Limited is worth 
Rs 1.58 crorcs and a further 
order valued at Rs 94 lakhs 
was placed recently. 

Neyveli Lignite 
Corporation 

The Neyveli Lignite Corpo¬ 
ration (NLC) is out of the red 
and is expected to earn a gross 
profit of Rs 6.75 crorcs this 
year (1976-77), as against a 
loss of Rs 4.28 crores last year. 


has also exceeded r thi$ year’s 
target of 32,000 tonnes. The 
output of lignite, which has 
reached 32.83 lakh tonnes is up 
by nearly 40 per cent. At the 
end of March this year the 
production is expected to reach 
39 lakh tonnes—three lakh 
tonnes more than this year’s 
target. There has been 60 per¬ 
cent increase in the removal 
of the overburden during the 
period under review. So far 
about 150 lakh tonnes of over¬ 
burden has been removed as 
against 93 lakh tonnes for the 
same period a year earlier. 
Power generation by the 
undertaking has gone up by 
30 per cent. The generation in 
the first ten months of 1976-77 
was 2,415 million units as 
against 1,748 million units for 
the corresponding period last 
year. 

Decreasing Depen¬ 
dence on Aid 

India’s dcpcndecne on exter¬ 
nal aid for its developmental 
effort has come down by more 
than 50 per cent during the 
last decade. Gross aid as a 
proportion of net domestic 
capital formation at current 
prices was 32.1 per cent in 
1967-68. In 1974-75 it was 
only 14 per cent. Similarly 

External Aid to Ind 


more imports are now being 
financed by national resources. 
The proportion of imports 
financed by gross flow of assis¬ 
tance has declined from 60 
percent in J 967-68 to about 
30 per cent in 1974-75. In 
absolute terms also gross aid 
decreased from Rs 1196 crores 
in 1967-68 to Rs 999 crorcs in 
1973-74. In the following year 
it increased to Rs 1337 crores 
mainly because of world wide 
inflation and sharp rise in oil 
prices. (See table below) 

Increase in Drug 
Production 

The production of drugs in 
the country during 1976-77 
may touch a record of Rs 650 
crore level or e\en more 
according to production trends 
noticed so far. This would 
represent a 15 to 20 per cent 
growth in production over the 
production during 1975-76 
when drugs worth Rs 560 
crorcs (cx-factory value) had 
been produced. This included 
production of bulk drugs of 
the order of Rs 110 crorcs. The 
ministry of Chemicals and 
Fertilizers have been monitor¬ 
ing the production of bulk 
drugs and formulations and 
maintaining close liaison with 
t he manufacturers to ensure 

ia: 1967-68- 1974-75 


This has been possible due to 
the significant rise in produc¬ 
tion. In the first ten months of 
the current financial year 
(April 1976 to January 1977) 
the undertaking has registered 
increases in production varying 
between 93 and 30 per cent 
over the production of the 
corresponding period last year. 
The output of urea at 77,394 
tonnes is up by 93 per cent 
and has even exceeded the 
current year's target of 67,500 
tonnes. Similarly the produc¬ 
tion of leco at 41073 tonnes 


Aid Imports Net domestic 
gross (Rs capital for- 
(Rs crorcs) mation (NDCF) 
crorcs) at current 

prices 
(Rs crorcs) 


Gross aid Gross aid 
as a pro- as pro¬ 
portion portion of 
of imports NDCF at 
current 
prices 


1967-68 

1196 

2008 

3724 

59.6 

1968-69 

903 

1909 

3720 

47.3 

195J1-70 

856 

1582 

4290 

54.1 

1970-71 

791 

1634 

5175 

48.4 

1971-72 

834 

1824 

4729 

45.7 

1972-73 

666 

1867 

5441 

35.7 

1973-74 

999 

2955 

7156 

33.8 

1974-75 

1337 

4519 

9576 

29.6 


is higher by 75 per cent and —- 
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that targets set for production 
are achieved. All assistance is 
being rendered to the industy 
in removing bottlenecks and 
restraints that may affect pro¬ 
duction. 

The ministry have been 
particularly monitoring the 
production of 16 most essen¬ 
tial bulk drugs in order to 
maximise their production and 
to ensure their adequate and 
regular availability. A bulk 
drug production review shows 
25 to 50 per cent increase in 
production of a number of 
bulk drugs including antibio¬ 
tics and analgesics as well as 


anti T.B. and anti-Malarial 
drugs. A higher-level of pro¬ 
duction has also been achieved 
in the case of Vitamin C and 
Vitamin A. 

Production of antibiotics 
like Chloramphenicol, Penicil¬ 
lin, Streptomycin and Tetracy¬ 
cline is expected to increase 
substantially during the current 
year. Chloramphenicol pro¬ 
duction may increase from 55 
tonnes in 1975 to 110 tonnes 
during 1976-77, which is the 
target fixed for this drug. The 
actual production of Chloram¬ 
phenicol for the first nine 
months of 1976-77 was 69.13 


tonnes. Production during the 
next three months is likely to 
pick-np sufficiently to hit the 
target. Streptomycin produc¬ 
tion was 191.37 tonnes in 1975 
whereas during 1976-77 it is 
expected to reach the 250- 
tonne level. Similarly, produc¬ 
tion of Tetracycline is expected 
to go up from 98.20 tonnes in 
1975 to about 150 tonnes 
during 1976-77. 

Contribution of the public 
sector undertakings—Indian 
Drugs & Pharmaceuticals 
Limited and Hindustan Anti¬ 
biotics Limited—in the pro¬ 
duction of antibiotics would 


be quite substantial. 1DPL 
expects to increase their pro¬ 
duction of Tetracycline from 
66.70 tonnes during 1975 to 
100 tonnes during 1976-77. 

Hindustan Antibiotics Limi¬ 
ted are expected to produce 90 
tonnes of Streptomycin during 
1976-77 as against the pro¬ 
duction of 61.22 tonnes 
achieved by them during 1975. 
Production of anti T.B. 
drug—PAS Sodium—is expect¬ 
ed to increase from 639.69 
tonnes in 1975 to 720 tonnes 
during the current financial 
year. Of this, nearly 200 tonnes 
is expected to be produced 
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by IDPL. Till December 1976, 
1DPL had produced 150.20 
tonnes of PAS Sodium. Pro* 
duction of Chloroquin Phos¬ 
phate, an anti-malarial drug, 
is also expected to go up from 
25 tonnes in 1975 to 35 tonnes 
in 1976-77. 

Reimbursement by 
JPC 

The Joint Plant Committee 
will reimburse about Rs 70 
lakhs to engineering goods 
exporters, the amount being 
the difference between indi¬ 
genous and international price 
of steel. The reimbursement is 
for the period October 26, 
1972 to April 7, 1973. An 
agreement to this effect was 
expected to be signed between 
JPC and the Engineering Ex¬ 
port Promotion Council 
(EEPC). 

Expoit contracts, signed 
before October 15, 1973 when 
indigenous steel prices were 
increased, will also be protect¬ 
ed from the increase. JPC is to 
furnish to EEPC the guidelines 
in this regard. The agreement 
is the result of a high-level 
joint meeting of the ministries 
of Steel and Commerce held 
here recently. Representatives 
of EEPC and JPC were also 
present. 

Algeria Seeks Indian 
Steel Know-how 

Algeria has requested India 
for assistance in making a 
feasibility study and designing 
a steel plant in that country. 
Mr Bentobbal, president of 
the National Steel of Society 
of Algeria, has specially men¬ 
tioned the Metallurgical and 
Engineering Consultants 

(MECON), a subsidiary of the 
Steel Authority of India 
(SAIL) for the job. SAIL has 
agreed to train Algerian tech¬ 
nicians and managers in its 
plants after discussions held 


between the steel authorities 
of the two countries. 

Mr Bentobbal, who is also 
the president of the Arab Iron 
and Steel Union, has invited 
SAIL representatives of attend 
the next meeting of the coun¬ 
cil and general assembly of 
the Union at Tripoli in April 
to explore the possibility of 
setting up steel plants in those 
countries. SAIL has accepted 
the suggestion of Mr Bentob¬ 
bal to station a representative 
at Algeria for coordination 
and liaison with the Arab 
Iron and Steel Union. 

Rural Electrificaton 
Programme 

About 8,800 villages have 
been electrified ' during the 
first eight months of the cur¬ 
rent financial year (1976-77). 
The number of agricultural 
pump sets energised during the 
same period is about 1,24,000. 

The total number of villages 
electrified in the country at the 
end of November 1976, was 
over 1,94,000 and the total 
number of pumpsets energised 
was over 2.9 million. Thus 
nearly 33.8 per cent of villages 
covering about 56 per cent of 
population had been electrified. 
During the remaining four 
months of 1976-77, another 
about 6,000 villages arc expect¬ 
ed to be electrified and over a 
lakh pumpsets energised. 

By the end of March this 
year, the entire allocation of 
Rs 330 crorcs provided for the 
first three years of the fifth 
five-year Plan on rural electri¬ 
fication would have been utilis¬ 
ed. In the last two years of 
the present plan another Rs 355 
crores are expected to be 
spent. During this period 
about 37,000 more villages arc 
expected to be electrified and 
additional 6.7 lakhs pumpsets 
energised. Rural electrifica¬ 
tion programme in the country 
is financed partly by the stales 


and partly by the centre, 
through loans granted by the 
Rural Electrification Corpora¬ 
tion (REC). 

Bhilai Expansion 

Work is in full swing at 
Bhilai for the four million tonne 
expansion scheme. For the 
first time, 50 tonne capacity 
towercranes are being used to 
put up the giant shops under 
the expansion scheme. With 
the erection of the steel struc¬ 
tures huge carcasses of steel 
are getting bigger with the 
passage of each day. Five 
such cranes are to be imported 
from the Soviet Union at a 
cost ofRs 16.9 million. Three 
of them will be deployed in 
the construction of the plate 
mill and one each at the con¬ 
verter shop and the conti¬ 
nuous casting sites. The use 
of these cranes is based on 
the requirements of construc¬ 
tion technology and will en¬ 
able Bhilai to ensure simulta¬ 
neous progress of concrete and 
structural erection work in the 
main units of expansion. The 
design of the crane structure 
permits the jib to be assembl¬ 
ed and disassembled with 
mobile cranes and the tower 
by telescoping itself by the 
main hoist winch. The attach¬ 
ment include auxiliary hook to 
lift 10 tonnes with additional 
jib on the main jib. 

New Groundnut Oil 
Policy 

The Gujarat government on 
February 5 revised its ground¬ 
nut oil policy for the current 
season by stepping up fiom 15 
per cent to 25 per cent, the 
voluntary levy in terms of 
groundnut oil on the sol¬ 
vent extractors in the state. 
HowdVer, the 15 per cent levy 
on the nearly 700 groundnut 
oil mills, which give the bulk 
of the levy oil, remained un¬ 
changed. The oil would be 
bought at the current price. 


The government has also chan¬ 
nelled the distribution of 
groundnut oil in the open 
market in the state. Surplus oil 
would be sent out of Gujarat. 

Setting Up Steel 
Plants Abroad 

This country has the know¬ 
how to set up steel plants in 
developing countries. Its con¬ 
sultancy organisations like 
Metallurgical and Engineering 
Consultants (India) Ltd, in the 
public sector and the Dastur 
& Company in the private 
sector have provided consul¬ 
tancy services to many coun¬ 
tries like Nigeria, Abu-Dhabi 
and Singapore. The techno¬ 
logical base is so strong that 
the further expansion within 
the country can be at a much 
faster rate. This was stated by 
the Indian delegation at a 
meeting of United Nations 
Industrial Development Or¬ 
ganisation held in Vienna 
recently. 

Important decisions regard¬ 
ing setting targets for steel 
capacity up to 2,000 AD, 
particularly for developing 
countries were taken at the 
meeting. It was decided that 
the share of developing coun¬ 
tries would be about 25 to 30 
per cent of the total world 
capacity of 1,900 million 
tonnes. This will amount 
to 550 million tonnes per 
annum for the developing 
countries. The meeting decided 
that the UNIDO will set up 
working groups for examining 
ways and means in assisting 
developing countries to obtain 
appropriate technology to 
develop raw material resources, 
find adequate financial assis¬ 
tance, trained technical per¬ 
sonnel to match their steel 
development programme. 
About 100 delegates from both 
the developed and the deve¬ 
loping countries took part in 
the meeting. 
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COMPANY 

AFFAIRS 


Century 

The directors of Century 
Spinning and Manufacturing 
Company have proposed a 
dividend of Rs 23 per equity 
share for 1976 on the enlarged 
capital resulting from the one- 
for-two bonus issue as against 
Rs 33 per equity share paid in 
the previous year. Out of the 
recommended dividend, about 
38 per cent is expected to be 
exempt from tax in the hands 
of the shareholders. Although 
sales went up steeply to 
Rs 114.35 crorcs from Rs 103.36 
crorcs, gross profit declined 
sharply to Rs 15.27 crores 
from Rs 18.87 crores in 1975. 
After adjustments the dispos¬ 
able surplus amounted to 
Rs 16.02 crores as compared to 
Rs 21.61 crores in the preced¬ 
ing year. The appropriation to 
depreciation reserve was reduc¬ 
ed to Rs 236.81 lakhs from 
Rs 329.54 lakhs, to develop¬ 
ment rebate reserve to Rs 0.25 
lakh from Rs 95.00 lakhs and 
for taxation to Rs 600.00 lakhs 
from Rs 870.00 lakhs. A sum 
of Rs 11.50 lakhs was set 
apart to investment allowance 
reserve as against no provision 
in 1975. The proposed equity 
dividend will absorb Rs 244.87 
lakhs leaving a balance of 
Rs 508.23 lakhs which has 
been transferred to the general 
reserve. 

Indian Oxygen 

Operations of Indian Oxy¬ 
gen Ltd during the first three 
months of the current financial 
year have shown a continuation 
of the improving trends 
evidenced during the year 
ended September 30, 1976. 


Sales have been 20 per cent 
higher than during the corres¬ 
ponding period last year, 
reflecting advances in volumet¬ 
ric sales in all main areas of 
the company's business. In the 
absence of any unforeseen 
changes in conditions the 
results of the company for the 
current year should again be 
satisfactory. 

Regarding the industrial 
licence for the manufacture of 
chemical products derived 
from castor oil, a technical 
specialist from BOC Inter¬ 
national Ltd is currently in the 
country for discussions with 
government officials on the 
questions raised on ceilain 
aspects of the project. A final 
decision is awaited. 

Imkemex India 

Addressing the twelfth 
annual general meeting of 
Imkemex India Limited, the 
chairman, Mr A.L. Mudaliar, 
stressed the heartening increase 
in both export performance 
and orders on hand. Fxports 
in 1976 crossed Rs 3 crores 
and orders on hand at the end 
of the year were substantially 
more than the previous year. As 
of this year, Imkemex have cum¬ 
ulatively earned nearly Rs 22 
crores in foreign exchange. 
Mr Mudaliar, who is also the 
chairman of the ICI com¬ 
panies in India, laid emphasis 
on the fact that Imkemex 
largely handled sophisticated, 
high technology chemicals and 
their derivatives and was a 
specialist company in this field. 
The greatly improved perfor¬ 
mance of the economy has 


provided a positive backdrop 
to these results. 

Making a pica that the 
chemical industry in India 
needed to become more broad- 
based, Mr Mudaliar pointed 
out that India’s share of the 
total world trade in chemicals 
and allied products, at the 
moment, constituted a mini¬ 
scule fraction. Indeed India 
holds a mere 0.5 per cent of 
the world’s total export trade 
in all products, and were we 
to exclude the traditional 
items, we could place in its 
true perspective the progress 
which still needs to be made. 
In the particular field of chemi¬ 
cals, Mr Mudaliar stressed the 
functional relationship bet¬ 
ween export capability, econo¬ 
mies of scale, and production 
costs which have got be plan¬ 
ned and coordinated pupose- 
fully. He further added that 
admittedly the country has a 
large manpower reserve but in 
the context of modern sophis¬ 
ticated manufacture, the 
country’s chemical industry 
continues to be outclassed 
when compared with the 
growing patterns encountered 
in other countries, with a much 
longer history of technology 
and commercial developments. 
He emphasised that acquisi¬ 
tion of a sizeable clout in 
world chemicals exports neces¬ 
sarily involves a rather long 
haul. 

Agrcssive Policy 

Mr Mudaliar suggested that 
the country’s chemicals port¬ 
folio should be sufficiently 
broad-based to cater both to 
the growing domestic market 
as well as to enter the inter¬ 
national market with perma¬ 
nent stakes in an aggressive 
manner. For this objective 
to be achieved it was essential 
to have economies of scale and 
the best technology. This would 
sustain the tempo of export 


growth and ensure that noft- 
traditional industries such as 
the chemical and engineering 
industries would provide suffi¬ 
cient opportunities for fresh 
foreign exchange earnings. 

Nuchem Plastics 

Nuchem Plastics Ltd has 
reported significant improve¬ 
ments in its working results 
for the year ended September 
30, J976. Income from sales 
and other income during the 
year recorded a smart rise to 
Rs 5.53 crores from Rs 5.14 
crorcs in 1974-75 while gross 
profit too was higher at 
Rs 42.99 lakhs as compared 
Rs 42.78 lakhs in 1974-75. 
After adjustments the dispos¬ 
able surplus amounted to 
Rs 21.33 lakhs. The appropria¬ 
tions to general reserve and 
preference shares redemption 
reserve were maintained at 
Rs 10.00 lakhs and one lakh 
rupees respectively, while a sum 
of Rs 45.000 was earmarked 
for development rebate reserve 
us against no provision in 
1974-75. The investment 
allowance reserve was allotted 
with Rs 2.75 lakhs as against 
no allocation in llie preceding 
year. The directors have re¬ 
commended a dividend of 9.5 
per cent on cumulative redeem¬ 
able preference shares and 10 
per cent on equity shares. The 
proposed dividend will absorb 
Rs 5.45 lakhs. The balance of 
Rs 1.68 lakhs has been carried 
forward to next year’s 
accounts. 

The power supply position 
during the year remained 
satisfactory. In spite of in¬ 
creased competition and change 
of sellers’ market to buyers’ 
market, the saics of moulding 
powder increased. Resin 
market was sluggish due to 
slack demand, production by 
consumers themselves, a large 
hike in the timber prices and 
coming into production of a 
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big unit set up by the state of 
Assam. The mould making 
facilities of engineering divi¬ 
sion of the company are fully 
booked and the emphasis is 
now on the sale and develop¬ 
ment of hydraulic presses. 
With the re-opening of Indo- 
Pak trade, the company is 
hopeful to compete in Pakis¬ 
tan market if adequate help 
is received from the govern¬ 
ment. Research and develop¬ 
ment centre of the company 
has been a great help to the 
existing products in solving 
numerous problems and its 
pilot plant facilities are being 
further strengthened. The com¬ 
pany is setting up a new pro¬ 
ject for manufacture of mono- 
chloro acetic acid and carboxy 
methyl cellulose at Paithan -a 
backward area in Maharashtra 
for which the possession of 
land has already been taken 
and S1COM has sanctioned a 
term loan of Rs 36 lakhs. 

Mahindra and 
Mahindra 

Mahindra and Mahindra has 
been extremely successful in 
overcoming the adverse effects 
of recession through a series of 
imaginative and pragmatic- 
steps taken by the manage¬ 
ment. These measures— the 
introduction of a range of 
diesel vehicles, a change in the 
marketing strategics and disci¬ 
pline in the operations arc ex¬ 
pected to improve consider¬ 
ably the company's perform¬ 
ance in the coming years as 
well. Besides diversification 
into fields other than trans¬ 
port following the proposed 
merger with the International 
Tractor should also vastly im¬ 
prove the company’s prospects. 
It is, perhaps, this optimism 
that has emboldened the direc¬ 
tors to enhance the equity 
dividend to 12.5 per cent for 
the year ended October 31, 
1976 from 10 per cent paid in 


1974-75, despite a fall in 
profits. 

The company's sales and 
other income during the year 
shot -up to Rs 61.24 crores, 
recording a significant improve¬ 
ment of Rs 4.41 crores over 
1974-75. 

Diesel Vehicles 

The introduction of a range 
of diesel vehicles has contri¬ 
buted substantially to overall 
sales. As much as 60 per cent 
of the vehicles produced and 
sold by the company were diesel 
vehicles due to their low 
operational cost and study 
performance. The steel divi¬ 
sion has shown a further in¬ 
crease in turnover from Rs 14.08 
crores to Rs 17.36 crores, 
while sales of the instrumen¬ 
tation and electronics divisions 
were maintained at the pre¬ 
vious year's level. The 
machine tool division had 
another good year despite the 
continued recessionary trends. 

On the export front, trial 
orders for jeep vehicles were 
received from Ghana, Tan¬ 
zania, Uganda and Mauritius, 
while sales to established mar¬ 
kets in New Zealand, Bangla¬ 
desh, Zambia and Nepal were 
maintained. Assembly opera¬ 
tions have been established in 
Sri Lanka, Indonesia and 
Greece, which should ensure a 
sustained offtake of C’KD com¬ 
ponents on a long-term basis. 
Exports of spare parts increas¬ 
ed by 50 per cent and includ¬ 
ed shipments valued at Rs 57 
lakhs to the USA, Europe and 
South America. An order for 
jeep engines worth Rs 25 lakhs 
was received from the com¬ 
pany's erstwhile collaborators 
in the US and further such 
orders are under negotiation. 

Gross profit earned during 
the year was a shade lower at 
Rs 2.70 crores as compared to 
Rs 2.72 crores in 1974-75. Out 


of the gross profit, a sum of 
Rs 1.26 crores was transferred 
to depreciation reserve, Rs 0.38 
crore to investment allowance 
reserve and Rs 0.32 crore for 
taxation. The proposed equity 
dividend will claim Rs 55.22 
lakhs, including the pro-rata 
payment, as against Rs 44.11 
lakhs in 1974-75. Together 
with the usual preference dis¬ 
tribution of Rs JI.75 lakhs, 
the total outgo will be of the 
order of Rs 66.97 lakhs as 
compared to Rs 55.86 lakhs irt 
the preceding year. 

State Bank of Bikaner 
and Jaipur 

For State Bank of Bikaner 
and Jaipur the year 1976 was 
one of peak performance, 
phenomenal progress and cre¬ 
ditable achievements. The 
bank registered an all time 
record of 30 per cent growth 
in its deposits and 44 per cent 
increase in the flow of its 
credit to the weaker and neg¬ 
lected sectors of society. With 
its deposits at Rs 195.15 crores 
and advances at Rs 138.44 
crores spread over 14 states 
and union territories, the bank, 
it is significant to note, ac¬ 
counts for over one-third of 
the deposits and advances of 
all the banks functioning in 
Rajasthan. 

At the end of 1976 the bank’s 
deposits stood at Rs 195.15 
crores and it outstripped the 
previous year's performance 
by as much as Rs 45.29 crores. 
During the year under report 
a special deposit scheme, 
‘vyavasaya nidhi\ was intro¬ 
duced which provided for the 
collection of the daily savings 
of the small business, and 
g,mall industrial units, includ¬ 
ing shopkeepers, artisans, 
craftsmen, transport operators 
and professionals such as 
doctors and lawyers. The 
bank's teller system was ex¬ 
tended to 59 more branches, 


thus briaging the total number 
of branches covered by it to 
81. Mobilisation of deposits 
among school children under 
“SBBJ comes to the class 
room” scheme has gained 
further momentum during the 
year and deposits aggregating 
Rs 27.11 lakhs comprising 
61,442 school children have 
come within its fold. 

Advances recorded a marked 
expansion jumping to Rs 138.44 
crores from Rs 103.49 
crores in 1975. The bank 
stepped up its assistance to the 
priority sectors from Rs 35.85 
crores in 1975 to Rs 5J.60 
crores in 1976, which forms 
37 per cent of its total advanc¬ 
es. Of these, the agricultural 
sector alone accounted for 
about Rs 21 crores covering 
66,000 farmers. A boost has 
been given to this sector in 
Rajasthan by the hank by 
channelising credit to the 
extent of Rs 8 crores during 
the last year to as many as 
30,000 additional farmers. 
About 18,000 small scale in¬ 
dustrial units claimed a share 
of the bank's advances to the 
extent of as much as almost 
Rs 20 crores. Small business¬ 
men have also been financed to 
the extent of about Rs 4 
crores. 

Lead District 

Under the National Lead 
Bank Scheme, the State Bank 
of Bikaner and Jaipur has 
taken the lead in not only pre¬ 
paring and launching all the 
district credit plans for deve¬ 
lopment of eight lead dis¬ 
tricts allotted to it, but with 
the cooperation of the other 
financial institutions, it has 
even expedited its implemen¬ 
tation to the extent of almost 
48 per cent of the action pro¬ 
gramme set out till March, 
1979. 

With the opening of 28 
branches during the year, in- 
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eluding two ADBs, the total 
number of offices of the bank 
at the end of 1976 stood at 
412, including 13 ADBs. Out 
of the 412 offices, 197 were 
in rural areas followed by 
semi-urban areas with 124 
offices, urban centres with 66 
offices and metropolitan centres 
with 25 offices. 

To accelerate the pace of 
strengthening and developing 
the rural economy of Rajasthan 
the bank also sponsored last 
year a regional rural bank 
known as the ‘Marwar Gramin 
Bank'. This rural bank also 
has made its mark by opening 
17 branches, mobilising depo¬ 
sits to the extent of Rs 31 
lakhs and making advances of 
Rs 12 lakhs within barely four 
months of its opening. 

After providing for taxation 
and making other usual and 
necessary provisions the bank 
has earned a handsome net 
profit of Rs 26.64 lakhs as 
against Rs 20.30 lakhs in 1975. 
A dividend of 10 per cent 
has been declared for 1976. 
With a view to further streng- 
thening the reserves, it has 
been decided to approach the 
State bank of India this year 
for a suitable subsidy, at least 
to the extent of the dividend 
payable to them. 

News and Notes 

The first joint sector syn¬ 
thetic detergent plant in 
Andhra Pradesh is being set 
up by Detergents India Limited 
at Kodur in Cuddapah district. 
Larsen & Toubro Limited 
(L&T) is supplying the plant, 
with a capacity of 5,000 tonnes 
per annum, for formulation, 
spray drying and powder 
handling. Niro Atomizer of 
Denmark is previding the 
technical know-how for the 
spray drying plant while the 
formulation has been deve¬ 
loped by L&T’s own research 
and development laboratories 
at Powai. 


Promoted ’by Andhra Pra¬ 
desh Industrial Development 
Corporation and Mr 
G. Harishchandra Reddy, 
Detergents India Limited will 
also be manufacturing 5,000 
tonnes of detergent cakes/bars 
per year. Civil construction 
for this Rs 25 million project 
is in progress. 

Tata Exports, one of the 
largest export houses in India, 
has secured against an inter¬ 
national tender an order for 
railway vacuum brake cylin¬ 
ders valued at over Rs 6 lakhs 
from the Pakistan Railways. 
The order was secured in com¬ 
petition with world renowned 
manufacturers. 

The vacuum brake cylinders 
will be manufactured by 
Messrs Greysham & Com¬ 
pany, New Delhi, who arc the 
approved suppliers to the 
Indian Railways for railway 
brake equipment. 

Pakistan Railways have an 
ambitious expansion pro¬ 
gramme and Tata Lx ports 
Limited have already partici¬ 
pated in major tenders for 
various products. 

Tata Exports have attained 
specialisation for exports of 
track accessories and ancillary 
equipment for railways and 
are regularly servicing the 
requirements of railways in 
Burma, Sri Lanka, New 
Zealand, Zambia, Thailand, 
Sudan, Bangladesh, Iraq and 
East Africa apart from Iran 
Railways from whom a large 
order has been secured recent¬ 
ly for supply of a complete 
range of track accessories. 

New Issues 

Assam Asbestos Ltd is offer¬ 
ing 2,25,000 equity shares of 
Rs 10 each for cash at par to 
the public for subscription. 
The subscription list for this 
fully underwritten issue opens 
on March 7 and will close on 
March 12 or earlier but not 
before March 9. The imme¬ 


diate object of the company is 
to carry on the business of 
manufacture of asbestos cement 
sheets for which Hyderabad 
Asbestos Cement Products Ltd 
will provide technical assis¬ 
tance and know-how and the 
company has been granted an 
industrial licence for the manu¬ 
facture of 36,000 tonnes of 
asbestos sheets and 4,000 
tonnes of asbestos pipes per 
annum. The plant will be 
located at Narangi, near 
Gauhati. The company ex¬ 
pects to have a ready market 
for asbestos cement sheets in 
the slate of Assam itself. The 
proceeds of the public issue 
will provide a part of the 
finance required for the imple¬ 
mentation of the project. 

Capital and Bonus 
Issues 

Consent has been granted 
to these companies to raise 
capital The details are as 
follows. 

Industrial Factors Ltd, Bom¬ 
bay, has been accorded con¬ 


sent, valid for six months, to 
capitalise Rs 105,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
every two equity shares held. 

Pure Ice Cream Company 
(1967) Ltd, has been accorded 
consent, valid for six months, 
to capitalise Rs 219,500 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus share 
for each equity share held. 

Bengal Sans and Steel Pro¬ 
ducts Limited, Calcutta, regis¬ 
tered in West Bengal, Calcutta, 
has been granted consent, valid 
for a period of 18 months, for 
issue of securities worth 
Rs 2,117,000 comprised in 
equity share worth Rs 1.7 
million, preference shares 
worth Rs 200,000 and secured 
debentures of the value of 
Rs 217,000 to M/s Harbans 
Lai Malhotra and Sons Limi¬ 
ted. 


Dividend 

(Per cent) 

Name of the Year ended Equity dividend 

company declared for 


Current Previous 
year year 


Higher Dividend 

Utkal Machinery 

Bombay Burmah 

Sept. 30, 1976 

10 .0* 

Nil 

Trading Corpn. 

Sept. 30, 1976 

16.0 

15.0 

Same Dividend 

Parry's Confectionery 

Sept. 30,1976 

Nil 

Nil 

Associated Bearing Co. 
Jam Shri Ranjit Singhji 

Dec. 31, 1976 

20 .0f 

20.0 

Spg. & Wvg. Mills 

Sept. 30, 1976 

7.5** 

7.5£ 

Bajaj Tempo 

Sept. 30, 1976 

10,0 

10.0 

Thirumbadi Rubber 

Sept. 30, 1976 

12.0 

12.0 

Electrostecl Castings 

Sept. 30, 1976 

18.0 

18.0 

Reduced Dividend 

Paper Products 

July 31,1976 

7.5 

10.0 


* Maiden dividend ** Fifteen months ended September 30,1976 
£ Relates to 12 months, f On the enlarged capital. 
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National product, saving & 
capital formation, 1975-76 


RECORDS 

AND 

STATISTICS 


The quick estimates of 
national -income for the year 
1975-76 have been released by 
the Central Statistical Organi¬ 
sation along with the detailed 
annual White Paper on 
“National Accounts Statistics, 
1960-61 to 1974-75." 

According to the quick 
estimates, the national income 
for the year 1975-76 shows an 


increase of 8.8 per cent over 
the previous year. Per capita 
income has increased by 6.6 
percent. During 1974-75 
national income increased by 
0.2 per cent and per capita 
income fell by 1.7 per cent. 

The net national income for 
the year 1975-76 is estimated at 
Rs 21952 crores at 1960-61 
prices and the per capita 


income at Rs 366. The corres¬ 
ponding estimates for 1974-75 
were Rs 20183 crores and 
Rs 343 respectively (Table 1). 

The impressive rise in 
national income during 1975-76 
was mainly due to the large 
increase in the production of 
foodgrains from 99.83 million 
tonnes in 1974-75 to 120.83 


million tonnes in 1975-76. This 
contributed to an overall 
increase of 13.2 per cent in the 
net product of the agriculture 
sector. Many other sectors 
registered increases during the 
year, the outstanding among 
them being banking and 
insurance (13.2 per cent), 
electricity, gas and water 
supply (13.1 per cent), railways 


Industry 


Table 1 

Net National Product at Factor Cost 
At current prices 


(Rs crores) 

At 1960-61 prices 



1975-76(</: 

1974-75* 

1973-74* 

1975-76(«} 

1974-75* 

1973-74* 

Agriculture 

26132 

27476 

24676 

8712 

7699 

8042 

Forestry and logging 

781 

667 

527 

311 

292 

273 

Fishing 

427 

361 

359 

130 

123 

126 

Mining and quarrying 

800 

663 

423 

270 

245 

226 

Sub-total: Primary 

28140 

29167 

25976 

9423 

8359 

8667 

Manufacturing 

9385 

8563 

6717 

3596 

3439 

3403 

Registered 

6020 

5636 

4299 

2279 

2308 

2195 

Unregistered 

3365 

2927 

2418 

1317 

1231 

1208 

Construction 

3151 

2586 

2171 

1160 

1073 

1010 

Electricity, gas and water supply 

567 

443 

385 

267 

236 

238 

Sub-total: Secondary 

13103 

11592 

9273 

5023 

4748 

4651 

Transport, storage and communication 

2838 

2407 

1994 

1213 

1101 

1053 

Railways 

870 

659 

498 

470 

420 

405 

Transport by other means & storage 

1568 

1396 

1185 

576 

525 

498 

Communication 

400 

352 

311 

167 

156 

159 

Trade and hotels and restaurants 

7323 

7130 

5699 

2392 

2253 

2224 

Sub-total: Transport, communication 

and trade 

10161 

9537 

7693 

3605 

3354 

3277 

Banking and insurance 

1516 

1294 

1037 

394 

348 

365 

Real estate and ownership of dwellings 

and business services 

988 

908 

907 

514 

506 

499 

Sub-total: Finance and real estate 

2504 

2202 

1944 

908 

854 

864 

Public administration 

3262 

2852 

2218 

1672 

1592 

1481 

Other services 

3502 

3135 

2616 

1414 

1374 

1341 

Sub-total: Community and personnel services 6764 

5987 

4834 

3086 

2966 

2822 

Total net domestic product at factor cost 

60672 

58485 

49720 

22045 

20281 

20281 

Net factor income from abroad 

(—)379 

OO 

s 

T 

(—)324 

(-)93 

(—)98 

(—)138 

Total: Net National Product 

60293 

58137 

49396 

21952 

20183 

20143 

Population (million) 

600 

588 

577 

— 

— 

— 

Per capita net national product=per 

capita income (Rs) 

1004.9 

988.7 

856.1 

365.9 

343.2 

349.1 


@Quick estimates ^Provisional 
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Table IV 

Net Domestic Saving (at current prices) 

(Rs crores) 


Item \ 915-16(a) 1974-75* 1973-74* 


(11.9 per cent) and mining and 
quarrying (10.2 per cent). 

At current prices the national 
income in 1975-76 stood at 
Rs 60,293 crores with a per 
capita income of Rs 1,005. The 
corresponding estimates for 
1974-75 were Rs 58,137 crores 
and Rs 989 respectively. 

Quick estimates of consump¬ 
tion expenditure, domestic 
saving and capital formation 
have also been prepared for the 
year 1975-76. The following 
are the salient features. 

Private consumption expendi¬ 
ture at current prices in 1975- 
76 is estimated at Rs 55,538 
crores accounting for 77.5 per 
cent of gross national product. 
It stood at Rs 53,777 crores in 


1974-75 forming about the 
same proportion of gross 
national product. The pattern 
of consumption expenditure 
has remained fairly steady over 
the last three years, the food 
items accouuting for about two- 
thirds of the total expenditure 
(Table 11 ). 

The total domestic saving 
during 1975-76 amounted to 
Rs 10,013 crores and domestic 
capital formation to Rs 11,058 
crores (Table III). The level of 
performance in 1975-76 was 
much higher than in the 
previous year, the correspond¬ 
ing estimates in 1974-75 being 
Rs 8*500 crores and Rs 9,576 
crores respectively. As pro¬ 
portions of national income. 


1. Household sector 

1.1. Financial assets 

1.2. Physical assets 

2. Private corporate sector 


3. Public sector 

3.1. Central government 

3.2. Non-dcpartmcntal 
enterprises 

4. Total: Net domestic saving 

0+2 13 ) 


7319 5668 5117 

3540 2295 3474 

3779 3373 1643 

520 843 489 


56 49 42 

2174 1989 1158 

1807 1597 990 

367 392 168 


UK) 13 8500 6764 


(ajQuick Estimates "Provisional 


2.1. Non-govt corporate 

2.2. Cooperative banks and 
societies 


MX UII 


794 
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Taiilf II 

Private Final Consumption Expenditure (Rs crores) 




at current prices 

at 1960-61 prices 


Jicm 

1975-76(0) 

1974-75* 1 

1973-74* 

1975-76u/: 

1974-75* 

1973-74* 

1. Food, beverages & tobacco 

36702 

36536 

i j 

^4 

11708 

10454 

10890 

2. Clothing & footwear 

3966 

3983 

3199 

1724 

1691 

1698 

3* Fuel and power 

1957 

1676 

1374 

668 

621 

630 

4. Gross rent 

1959 

1767 

1595 

844 

831 

819 

5. Furniture, furnishings, households equipment and 







operation 

1576 

1371 

1134 

619 

590 

587 

6 . others 

9378 

8444 

6428 

3682 

3513 

3419 

Total 

55538 

53777 

43503 

19245 

17700 

18043 

@Quick estimates *Provisional 








Table 111 





National Product, 

Consumption, Saving and Capital Formation 



Item 


at current prices 

at 1960-61 prices 


- —■ 







1975-76@ 1974-75* 

1973-74* 

!975-76@ 

1974-75* 

1973-74 

1. Net national product (Rs crores) 

60293 

58137 

49396 

21952 

20183 

20143 

2. Per capita net national product (Rs) 

1005 

989 

856 

366 

343 

349 

3. Private final consumption expenditure (Rs crores) 

55538 

53777 

43503 

19245 

17700 

18043 

4. Per capita private final consumption expenditure (Rs) 926 

915 

754 

321 

301 

313 

5. Net domestic saving (Rs crores) 

10013 

8500 

6764 

- - 

— 

— 

6 . Net domestic capital formation (Rs crores) 

11058 

9576 

7156 

3618 

3398 

3278 

7. Net domestic product at market prices (Rs crores) 

68186 

65043 

54879 

24645 

22575 

22541 

8 . Rate of net domestic capital formation/saving (per cent) 






8.1 Capital formation as per cent of n.d.p. at market prices 16.2 

14.7 

13.0 

14.7 

15.1 

14.5 

8.2 Saving as per cent of n.d.p. at market prices 

14.7 

13.1 

12.3 





@Quick estimates ‘Provisional 
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Table V 

Capital Formation (current prices) 

(Rs crores) 


Item 1975-76@ 

1974-75* 

1973-74* 

Gross domestic capital formation 

1. By type of assets 14933 

12990 

9955 

1. Construction 

7194 

5965 

4626 

2. Machinery & equipment 

5517 

4842 

3783 

3. Change in stocks 

2709 

2849 

1599 

4. Errors and omissions (- 

~)487 

( )666 

(—)53 

II. By institutions 

1. Public sector 

7199 

5517 

4727 

1.1 Buildings 

484 

433 

412 

1.2 Roads, bridges & other 
construction 

2039 

1876 

2059 

1.3 Machinery & transport 
equipments 

1876 

1494 

1126 

1.4 Others 

414 

293 

378 

1.5 Net purchase of 

Physical assets ( 

-)82 

(—)33 

(-)31 

1.6 Change in stocks 

2468 

1454 

783 

2. Private sector 

7734 

7473 

5228 

7.1 Private corporate 
sector 

2.1.1 Constructson 

263 

264 

277 

2.1.2 Machinery & equip¬ 
ments 

1027 

1052 

901 

2.1.3 Change in stocks 

610 

1415 

881 

2.2 Households 

2.2.1 Construction 

3994 

3900 

1500 

2.2.2 Machinery & equip¬ 
ments 

2614 

2295 

1756 

2.2.3 Change stocks (- 

-)369 

(—)20 

(—)65 

2.3 Net purchase of 
physical assets 

82 

33 

31 

2.4 Errors & omissions (- 

-)487 

(~)666 

(--)53 

Net domestic capital formation 

11058 

9576 

7156 

1. Public sector 

6489 

4771 

4062 

2. Private sector 

4569 

4805 

3094 

2.1 Private corporate 
sector 

1194 

2065 

1473 

2.2 Household 

3780 

3373 

1643 

2.3 Net purchase of 
physical assets 

82 

33 

31 

2.4 Errors & omission (- 

l 

oo 

1 

(—)666 

(—>53 


@Quick estimates 
♦Provisional 


the rates in 1975-76 work out 
to 14.7 per cent for saving and 
16.2 per cent for capital forma¬ 
tion as compared to 13.1 per 
cent and 14.7 per cent respec¬ 
tively in 1974-75 Table V. 

The increase in domestic sav¬ 
ing between 1974-75 and 1975- 
76 was mostly due to saving in 
the household sector in terms 
of financial as well as physical 
assets Tabic IV. There was, on 
the other hand, a sharp fall in 
the savings of the private corpo¬ 
rate sector from Rs 843 crores 
in 1974-75 to Rs 520 crores in 
1975-76 mainly accounted by 
the cotton, jute, sugar and 
shipping industries. The share 
of the public sector in total 
saving remained, more or less, 
the same during the two years 
(Table VI & Tabic Vll). 

The private corporate sector 
registered a substantial fall in 


capital formation also from 
Rs 2065 crores in 1974-75 to 
Rs 1194 crores in 1975-76. The 
overall higher rate of capital 
formation in 1975-76 was 
mainly due to the massive con¬ 
tribution of the public sector 
mainly in the form of stocks of 
foodgrains. 

The white paper on 
‘‘National Accounts Statistics 
1960-61 to 1974-75” gives, as 
usual, a detailed account of 
national income, consumption 
expenditure, saving and capital 
formation, factor income by 
industries, accounts of public 
sector and consolidated 
accounts of the nation. The 
white paper has, for the first 
time, brought all the tables up- 
to date, thus bridging the time 
lag of one year which used to 
exist before for many aggre¬ 
gates (Tables VIII, IX & X). 


Table VI 

Net Capital Formation by Industry of Use (at current prices) 

(Rs crores) 


Industry 

1975-76@ 

1974-75* 

1973-74* 

1. Agriculture 

1253 

1244 

1180 

1.1 Public 

605 

536 

510 

1.2 Private 

648 

708 

670 

2. Registered manufacturing 1106 

2265 

1422 

2.1 Public 

1135 

1080 

803 

2.2 Private 

(—)29 

1185 

619 

3. Railways** 

260 

235 

191 

4. Communication** 

174 

150 

114 

5. Public administration and 



defence** 

1521 

1317 

1172 

6 . Others 

6744 

4365 

3077 

6.1 Public 

2794 

1453 

1272 

6.2 Private 

3950 

2912 

1805 

7. Total 

11058 

9576 

7156 

7.1 Public 

6489 

4771 

4062 

7.2 Private 

4569 

4805 

3094 

@ Quick estimates 

* Provisional 

** Comprise public 


sector only. 

Note: Decrease in net capital formation in 1975-76 in registered 
manufacturing is due to steep decline in inventories. 
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Table VII 

Performance of Public Sector (at current prices) 


(Rs crores) 

Item 

1975-76@ 

1974-75* 

1973-74** 

]. Net domestic product 

60672 

58485 

49720 

1.1 Public 

10403 

9063 

7217 

1.2 Private 

50269 

49422 

42503 

1.3 Share of public to total 

17.1 

15.5 

14.2 

2. Net domestic saving 

10013 

8500 

6764 

2.1 Public 

2174 

1989 

1158 

2.2 Private 

7839 

6511 

5606 

2.3 Share of public to total 

21.7 

23.4 

17.1 

3. Net domestic capital formation 11058 

9576 

7156 

3.1 Public 

6489 

4771 

4002 

3.2 Private 

4569 

4805 

3094 

3.3 Share of public to total 

58.7 

49.8 

56.8 

4. Final consumption 




expenpiture 

63407 

59756 

48560 

4.1 Public administration 

6827 

597^ 

5057 

4.2 Private household and 




Non-profit institutions 

56580 

53777 

43503 

4.3 Share of public to total 

10.8 

10.0 

10.4 


Table VIII 

Income and Outlay Acco jiit : Public Administrative Departments, 


(at current prices) 

(Rs crorcs) 

Item 

I975-76(</) 

1974-75* 

1973-74* 

I. Expenditure 

10274 

8684 

7253 

1. Consumption expenditure 

6827 

5979 

5057 

1.1 Compensation of employees 4528 

4036 

3263 

1.2 Net purchase of commo- 

dities and services 

2299 

1943 

1794 

2. Interest on public debt 

814 

613 

502 

3. Subsidies 

1056 

924 

717 

4. Current transfers 

1577 

1168 

977 

II. Receipts 

12081 

10281 

8243 

5. Income from entrepreneur- 

ship and property 

922 

636 

564 

5.1 Profits and dividends of 

enterprises 

157 

82 

51 

5.2 Interest receipts 

481 

324 

305 

5.3 Other property receipts 

284 

230 

208 

6 . Direct taxes 

2440 

1967 

1653 

7. Indirect taxes 

8570 

7482 

5876 

8 . miscellaneous 

149 

196 

150 

III. Saving (11—I) 

1807 

1597 

990 


@ Quick estimates * Provisional @ Quick estimates 

Tahli IX 

Net National Product at Factor Cost (at current prices) 

* Provisional 

(Rs crorcs) 






percentage increase 


Industry 

1973-74* 

1974-75* 

1975-76** 

1974*75 
1973-74 

1975-76 

1974-75 

1. 

Agriculture 

24676 

27476 

26132 

11.3 

( —) 4.9 

2 . 

Forestry and logging 

527 

667 

781 

26.6 

17.1 

3. 

Fishing 

350 

361 

427 

3.1 

18.3 

4. 

Mining and quarrying 

423 

663 

800 

56.7 

20.7 


Sub-total: primary 

25976 

29167 

28140 

12.3 

(—) 3.5 

5. 

Manufacturing 

6717 

8563 

9385 

27.5 

9.6 


5.1 Registered 

4299 

5636 

6020 

31.1 

6.8 


5.2 Unregistered 

2418 

2927 

3365 

21.1 

J5.0 

6 . 

Construction 

2171 

2586 

3151 

19.1 

21.8 

7. 

Electricty, gas and water supply 

385 

443 

567 

15.1 

28.0 


Sub-total: secondary 

9273 

11592 

13103 

25.0 

13.0 

8 . 

Transport, storage and communication 

1994 

2407 

2838 

20.7 

17.9 


8.1 Railways 

498 

659 

870 

32.3 

32.0 


8.2 Transport by other means and storage 

1185 

1396 

1568 

17.8 

12.3 


8.3 Communication 

311 

352 

400 

13.2 

13.6 

9. 

Trade and hotels and restaurants 

5699 

7130 

7323 

25.1 

2.7 


Sub-total: transport communication and trade 

7693 

9537 

10161 

24.0 

6.5 

10 . 

Banking and insurance 

1037 

1294 

1516 

24.8 

17.2 

11 . 

Real estate and ownership of dwellings and business services 907 

908 

988 

0.1 

8.8 


Sub-total: finance and real estate 

1944 

2202 

2504 

13.3 

13.7 

12 . 

Public administration 

2218 

2852 

3262 

28.6 

14.4 

13. 

Other service 

2516 

3135 

3502 

19.8 

11.7 


Sub-total: community and personal services 

4834 

5987 

6744 

23.9 

13.0 

14. 

Total: net domestic product at factor cost 

49720 

58458 

60672 

17.6 

3.7 

15. 

Net factor income from abroad 

( ) 324 

(-) 348 (■ 

-) 379 

(-) 7.4 

(-) 8.9 

16. 

Net national product at factor cost 

49396 

58137 

60293 

17.7 

3.7 

17. 

Population (million) 

577 

588 

600 

1.9 

2.0 

18. 

Per capita net national product=per capita income (Rs) 856.1 

988.7 

1004.9 

15.5 

1.6 


♦Provisional 
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Table k 

Net National Product at Factor Cost (at 1960-61 prices) 


Industry 


Rs crores 


Percentage increase 


1973-74* 

1974-75* 

1975-76** 

1974-75 

1975-76 

• 




1973-74 

1974-75 

1. Agriculture 

8042 

7699 

8712 

(—) 4.3 

13.2 

2. Forestry and logging 

273 

292 

311 

7.0 

6.5 

3. Fishing 

126 

123 

130 

(-) 2.4 

5.7 

4. Mining and quarrying 

226 

245 

270 

8.4 

10.2 

Sub-total : primary 

8667 

8359 

9423 

(—) 3.6 

12.7 

Manufacturing 

3403 

3439 

3596 

1.1 

4.6 

5.1 Registered 

2195 

2208 

2279 

0.6 

3.2 

5.2 Unregistered 

1208 

1231 

1317 

1.9 

7.0 

6 . Construction 

1010 

1073 

1160 

6.2 

8.1 . 

7. Electricity, gas and water supply 

238 

236 

267 

(—) 0.8 

13.1 

Sub-total : secondary 

4651 

4748 

5023 

2.1 

5.8 

8 . Transport, stores and communication 

1053 

1101 

1213 

4.6 

10.1 

8.1 Railways 

405 

420 

470 

3.7 

11.9 

8.2 Transport by other means and storage 498 

525 

576 

5.4 

9.7 

8.3 Communication 

150 

156 

167 

4.0 

7.1 

9. Trade and hotels and restaurants 

2224 

2253 

2392 

1.3 

6.2 

Sub-total: transport, communication & 
trade 

3277 

3354 

3605 

2.3 

7.5 

10. Banking and insurance 

365 

348 

394 

(—) 4.7 

13.2 

1 1. Real estate, ownership of dwellings and 
business services 

499 

506 

514 

1.4 

6.0 

Sub-total : finance and real estate 

l 864 

854 

908 

( ) 1.2 

6.3 

12. Public administration 

1481 

1592 

1672 

7.5 

5.0 

13. Other services 

1341 

1374 

1414 

2.5 

2.9 

Sub-total : community and personnel 
services 

2822 

2966 

3086 

5.1 

4.0 

14. Total net domestic product at factor cost 20281 

20281 

22045 

— 

8.7 

15. Net factor income from abroad 

(—)138 

<—> 98 

( ) 93 

29.0 

5.1 

16 . Total : net national product 

20143 

20183 

21952 

0.2 

8.8 

17. Population (million) 

577 

588 

600 

1.9 

2.0 

18. Per capita net national product=per 






capita income (Rs) 

349.1 

343.2 

365.9 

(-)1.7 

6.6 


•Provisional **Quick estimates 
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Run Run Sha(w)hs 

One op the more colourful personalities who attended the last international film 
festival in Delhi was the film magnate from Hong Kong, Mr Run Run Shaw. Mr Shaw* 
indeed, has been running to some purpose for some time; his celluloid empire must be 
the envy of Hollywood moghuls should any of that tribe still be alive and kicking. For 
two months now a great many number of Shahs in this country has been doing their 
own kind of running. Most of them have been running scared. The net result seems 
to be that all of them, collectively, are now on the run. 


Factory Expenses in the Aluminium 
Industry — Dr N.P. Agarwal 

The Basis of Demand Pressure 

—K.S. Ramachandran 

Window on the World 

Washington — And Its Not so 
Invisible Hand —*E.B. Brook 

Growth Rates in China and India 

—Hardev SinQh 


The greater part of the millions who are exercising their franchise this week are 
doing so both out of fear and without fear. 'Out of fear’, in the sense that they 

50 1 dread the possibility of the horrors of the emergency being given anew lease of life 
in some form or the other and would prevent this if their votes could. ‘Without 
fear*, in the sense that they have realized that it is their right to choose their govern- 

502 ment in a free and fair election and that nobody, however high or powerful, has any 
title to determine or dictate to them how their votes should go. This election, then, 

503 will always be a unique chapter in the long history of our land. 


TradG Winds 

IDA Credit for Singrauli; Sugar 
Output; Yen Loan from Japan; 
Loans for Shipping Companies; Two 
Central Loans; Productivity In Steel 
Industry; Salem Steel; Bhatinda 
Fertilizer Unit; Talchar Fertilizer; 
Industrial Machinery to West 
Indies; National Welding Seminar; 
Gujarat Chamber of Commerce; 
ADB Lowers Lending Rate; Indo- 
French Power Agreement; World 
Trade; Railway Traffic; ITDC to 
Build Five New Hotels; Blending 
Technology; Soviet Aid for Malanj- 
khand; Singda Multipurpose Preject; 
, 'Madras Metropolitan Area; Indian 
Books Abroad; ASEAN; Indian 
. Joint Ventures In Third Countries; 
Cables for Kuwait 

Special Feature 

Nepal on the March 

Company Affairs 

Mahlndra Spicer; New Bank of 
India; Utkal Machinery; Gujarat 
State Fertilizers; Eagle Flask; Cen¬ 
tury Tubes; Modi Carpets; Union 
Carbide; Bayer (India); Rallis India; 
Indian Overseas Bank; State Bank 
of India; Pfizer; Glaxo; ICICI; ICI 
Group; News and Notes, New 
Issues; Dividend; Licences and 
Letters of Intent. 

Records and Statistics 

Exports of Cotton Textiles In 1175 


Whichever way the verdict of the electorate goes—, and there is not much doubt 
which way it is going—, the next government in New Delhi will have to be a government 
of the people for the people—not a government which assumes that it alone knows 
what is for the good of the people, but a government which must act in the belief that 
the people know what is good for them and know also how to get it sooner or later. 
For more years than the men and women of this country would count with pride or 
could recall with pleasure they have been ruled by certain self-styled saviours of the 
people who have reigned in the arrogant belief that they alone have the answers since 
so many of their countrymen are poor and illiterate. Next week the public may have 
dispensed with these saviours or swept away those who have become sevaks or sevikas 
under duress. Hopefully, it will be looking for those who, because they respect the 
public and value public opinion, would be real servants of the public good. 

Thus there rests on the political parties and their leaders a tremendous responsi¬ 
bility. The eight weeks of the immediate past and the 19 months that preceded them 
have, in their wildly different ways, educated our citizens in town and country in 
505-510 habits of thought which are truly revolutionary against the historic Indian back¬ 
ground of submission to feudal authority. They have recharged the conscience and 
52 $ consciousness of our people with those impulses of protest and challenge to the 
dignity of the individual which were sparked off in the nation during the Gandhian 
years—years which are so recent and which yet seemed only so lately to have been 
left so far behind. An electorate thus aroused and motivated is surely not going to 
stand any nonsense or brook any betrayal should politicians start manoeuvring 
for personal power or profit or manipulating party positions in any post-election game 
of forming government. 

The Congress party has appealed to voters to forget and to forgive. To forgive 
may be less difficult than to forget though neither would be easy. Politicians noto¬ 
riously tend to underrate the public's memory even more than they may overestimate 
537-531 c ] iar |ty v Here is a warning even for the party which may walk away with the prize 
from the ballot box. The victory in this election can belong only to the people— 
8 S 7 theirs to dispose of in their best judgment. 



Gilts set a record 


The government of India could not have 
visualised even in its most optimistic 
moments that the borrowing programme 
in respect of open market loans in 1976-77 
would be such a spectacular success and 
it would become necessary to effect re¬ 
issues of earlier loans for meeting an un¬ 
satisfied demand for gilt edged securities. 
Even the budget estimates were generously 
conceived as gross borrowing was placed 
at Rs 810 crores and net borrowing at 
Rs 535.06 crores, against Rs 660.54 
crores and Rs 453.42 crores respectively 
in 1975-76 (revised). The actual develop¬ 
ments, however, have come about in an 
entirely unexpected manner. It has been 
necessary for the gilt-edged market to be 
fed by the government on five occasions 
even with the state governments and pub¬ 
lic bodies mobilising the resources on a 
much larger scale than in the previous 
year. 

borrowing programme 

The floatations were aimed in the first 
three stages at securing subscriptions from 
the investing public. In July 1976, three 
loans were offered for a notified amount 
of Rs 475 crores and the lists were over¬ 
subscribed resulting in gross collections 
of Rs 523.79 crores. As conversion terms 
were offered for the maturing 4£ per cent 
1976 loan outstanding to the extent of 
Rs 260.16 crores, the net amount raised 
was Rs 263.63 crores. In October, two 
loans were offered for cash subscription 
and the amount raised was Rs 303.68 
crores against a notified sum of Rs 275 
crores. In the third tranche two loans 
were again offered and the amount raised 
wasRs 110.10 crores against the notified 
figure of Rs 100.00 crores. It had been 
generally expected that the borrowing 
programme for 1976-77 had been comp¬ 
leted as the net amount raised, ♦even 
after repaying 2$ per cent 1976 loart for 
Rs 14.78 crores, was Rs 662.63 crores, 
considerably in excess of the budget esti¬ 
mate of Rs 535.06 crores. 


Subsequently, howeyer, the Reserve 
Bank felt compelled to augment its hold¬ 
ings of terminable loans as net open 
market loans were being effected to the 
scheduled commercial banks, provident 
funds and Life Insurance Corporation. 
The government also thought it desirable 
to take advantage of this opportunity for 
raising resources and avoiding deficit 
financing. In the first week of February this 
year, there were reissues of two earlier 
loans for Rs 100 crores. It would not 
have been anticipated that during the 
height of the busy season banks would be 
adding to their holdings of government 
securities sizeably when there was good 
demand for funds. However, with Life 
Insurance Corporation and Provident 
Fund also having investiblc funds and 
banks feeling obliged to ccmply with the 
statutory obligation, the reissues were 
fully absorbed. 

In the fust week of March it was there¬ 
fore again necessary to hand over to the 
Reserve Bank reissues of two more loans 
for Rs 85 crores. The 6-£ per cent 2003 
loan was reissued for Rs 35 crores and 
6 £ per cent 1997 loan for Rs 50 crores. 
On five occasions, the new loans could be 
easily made a success and such a perform¬ 
ance has not been witnessed in living 
memory. 

the reissues 

The latest reissues for Rs 85 crores 
may also be fully sold out before 
the end of the financial year, as stated 
above. Net borrowing has exceeded the 
budget estimates by Rs 312 crores at 
Rs 847.53 crores. There were only two 
floatations in 1975-76, besides a funding 
operation or Rs 100 crores by creating 
terminable loans and cancelling ad hoc 
securities for an equal amount. 

There could have been a funding opera¬ 
tion instead of reissues in the first week 
of March for even Rs 150 crores by 
creating terminable loans and cancelling 
ad-hoc securities appropriately. This pro¬ 


cedure was not perhaps adopted as the 
holding of treasury bills and investments 
in the Banking Department were not 
large. Also, as cash resources could be 
raised through open market sales out of 
reissues, the government decided to 
maximise its revenues from various direc¬ 
tions. There may still be a funding 
operation for Rs 100 crores by effecting 
transfer of rupee securities from Issue 
Department against transfer of foreign 
securities from Banking Department. 
This procedure would facilitate a conti¬ 
nuance of open market sales in April and 
May. 

the strategy 

The revised estimates for 1976-77 to be 
presented to the new parliament during the 
last week of March will provide an indi¬ 
cation of the strategy adopted by the 
government. It may not even be surpris¬ 
ing if the funding operation was skipped 
or restricted in character as there will 
be need for maximising borrowing 
through new loans in 1977-78. It has 
already been indicated by the union 
Finance minister, Mr C. Subramaniam, 
that Plan outlay for 1977-78 is likely to 
be of the magnitude of Rs 10,000 crores 
against Rs 7,850 crores in the current 
year. The centre's share of the increase 
in Plan expenditure of Rs 2150 crores 
will be Rs 1000 crores. 

It will, therefore, be imperative to 
mobilise additional resources in various 
forms. This task however will not be 
difficult, as credit can be taken out of 
foreign exchange reserves of Rs 400 
crores even with the latest decision of the 
government to earmark Rs 500 crores 
out of foreign balances for purchasing 
ships and there will not be any need for 
incurring heavy subsidies on fertiliser 
transactions. There may, of course, be 
heavy increase in interest charges on the 
maintenance of buffer slocks, as the Food 
Corporation cannot be expected to carry 
the whole burden on its own account. 
There may also be an increase in non- 
Plan expenditure of Rs 300-400 crores. 

In 1975-76 too Plan allocation in the 
central sector increased by nearly Rs 950 
crores and as events have turned out tax 
revenues and capital revenues have ex¬ 
ceeded the budget estimates by over 
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R$ 1000 crores and it has been possible to 
extend liberal assistance to states apart 
from meeting the increase on non-Plan 
account. The borrowing through open 
market loans in 1977-78 can be easily 
Rs 1100 crores net or about Rs 250 crores 
in excess of the record performance of 
the current year. There may also be lar¬ 
ger net foreign aid and brisker collections 
under the small savings campaign apart 
from generation of internal resources of 
public sector undertakings on a larger 
scale. The tax collections too may be ex¬ 
pected to go up by Rs 500 crores even 
with the existing rates of taxation. 

The Finance ministry will not, there¬ 
fore, have any difficulty in framing the 
budget proposals for 1977-78. While it 
is generally expected that there will be 
rationalisation of indirect taxes, it is also 
hoped that there will be some reliefs in 
direct taxes apart from major policy 
decisions relating to the provision of 
positive incentives for promoting new 
industrial units on the basis of present-day 
high capital cost. The strategy in this 
regard may be unfolded when the regular 
budget is presented in May next. 

upward trend 

The borrowing programme however 
will have to be fashioned on new lines. 
As it is expected that the upward trend 
in deposits of scheduled commercial banks 
will remain impressive and the co-opera¬ 
tive credit societies and rural banks also 
will be adding to their working funds sub¬ 
stantially, the banking system alone may 
have to invest a net amount of Rs 1500 
crores. There will, then, be the invcstible 
resources of Life Insurance Corporation 
and provident funds In order to meet 
this large demand for gilt-edged securi¬ 
ties and ensure regular supplies of differ¬ 
ent types of loans, the central government 
may have to issue loans every two months 
for sizeable amounts as there is only one 
large maturing loan in October this year. 
The state governments may have to 
stagger their borrowings while the pub¬ 
lic bodies may issue bonds for larger 
amounts. 

The open market operations of the 
Reserve Bank have, therefore, to be car¬ 
ried out more elaborately and scientifi¬ 
cally and it will be desirable if the cont¬ 
radictions in the fixation of issue prices 


for different loans could be eliminated 
and appropriate types of securities offered 
for being absorbed at suitable intervals. 
Since there is preference for medium- 
long-dated and long-dated securities for 


Tw: outlook for the jute industry has 
brightened in recent weeks as a result of 
improved offtake by the domestic market 
and by several foreign countries. With the 
revival of the American economy and the 
impetus to house construction, the demand 
for carpet backing cloth and other jute 
goods is expected to pickup in the coming 
months. Purchases by Russia and some 
countries of West Asia and Africa are 
also reported to have shown a substantial 
increase. The total export contracts reg’s- 
tered with the Export Registration Com¬ 
mittee in October-Deccmbcr 1976 were 
182,250 tonnes, representing an increase 
of 35 per cent over the preceding quarter 
and 15 per cent over the similar quarter 
of 1975. A marked improvement in regis¬ 
tration took place in respect of hessian, 
sacking and co-ton bagging. The produc¬ 
tion of jute goods rose from 94,000 tonnes 
in December 1976 to 96,200 tonnes in 
January this year while the stocks with 
the mills declined by 4000 tonnes to 
109,000 tonnes in this period. 

wrong conclusions 

These figures however should n t create 
an impression that the jute industry’s 
revival is complete and that it can look 
forward to a period of prosperity in the 
months ahead. Hut this is what Tata 
Economic Consultancy Services seek to 
convey in their review of the jute industry, 
which appears in their publication. Eco¬ 
nomic Seen , for January 1977. It says 
that “the woes of jute growers and gunny 
manufact trers arc at last over”, that “jute 
and gunnies are now in cheers” and that 
“the recovery in jute goods was indeed as* 
spectacular as that in fibre”. The olftake 
of all jute constructions during last 
November has been described a* “excel¬ 
lent”. It will be wrong to come to con¬ 
clusions about the prospects of the jute 


maximising yield on fresh investments, it 
is also expected that there may be a 
mild retreat from dear money. The deve¬ 
lopments in the gilt-edged market in the 
coming months are bound to be exciting. 


industry merely on the basis of the per¬ 
formance for just one or two months. The 
fact is that, for the past few years, the 
industry has been passing through a severe 
financial crisis due to the persistence of 
the recessionary conditions in India and 
abroad, the levy of excessive export duties 
for a prolonged period, the uneconomic 
prices offered by the Directorate General 
of Supplies and Disposals, and the fre¬ 
quent load shedding which caused heavy 
losses to many mills. 

worthwhile proposal 

The Economic Scene says that “it is not 
a journal of opinion trying to criticise or 
approve economic policies”. But consider 
its following remarks: “Not surprisingly, 
the government is reported to have reject¬ 
ed the recommendation of the Bose- 
Mullick Committee to abolish totally the 
excise duty of Rs 600 a tonne on sacking. 
As it is, in the present sellers* market, 
there seems little case for even a partial 
reduction of duty. In fact, with total 
Novcmber-end jute goods stocks only 
marginally higher than those at the end of 
November last, it appear that the govern¬ 
ment may now keep in cold storage most 
of the Bosc-Mullick committee’s recom¬ 
mendations”. The Bosc-Mullick com¬ 
mittee’s proposals have not been officially 
released. But it will be unfortunate indeed 
if New Delhi decides to keep its report in 
abeyance on the ground that the jute 
industry is now well set on the road to 
prosperity. On the other hand, the govern¬ 
ment should do its best to improve the 
industry’s competitive capacity by enabl¬ 
ing it to expedite its programme of moder¬ 
nisation and renovation. The industry has 
suggested that 50 per cent of the amount 
collected as excise duty on jute goods may 
be earmai&ed for subsidising the mills to 
modernise their machinery. But if any 
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mill fails to utilise this money in a specifi¬ 
ed period, it will revert to the government. 
This proposal in worth consideration. 

Meanwhile, the uncertainty about the 
availability of power has been causing 
anxiety to the jute industry. The mills are 
reported to be receiving only 89 MW per 
day from the state electricity board and 
the Calcutta Electric Supply Corporation 
compared to the usual supply of 105 MW. 
Not only* is the supply inadequate but 
also highly irregular. It is estimated that, 
as a result, the cost of production has 
increased by about Rs 200 per tonne on 
an average. A press report said that, at 
a meeting held in Calcutta on February 
26 this year with the representatives 
of the jute industry, Mr Bose-Mullick, 
the union Commerce secretary, and Mr 
S.N. Chakravartee, the jute commissioner, 
“fully appreciated” the problemsarising 
from the unscheduled power cuts. But 
what the industry wants is not “apprecia¬ 
tion” of its difficulties but immediate and 
effective action in order to ensure ade¬ 
quate supply of power. In the past, the 
industry used to suffer heavily from power 
shortage—in 1973 the loss in production 
on this account was about Rs 25 crores 
and therefore the government of West 
Bengal should give special attention to this 
problem. 

cash assistance 

The government of India is reported to 
be considering the extension of the 10 per 
cent cash assistance to jute mills on the 
f.o.b. price of carpet backing cloth and 
decorative fabrics for another year after 
March 31. It is not clear why New 
Delhi could not make this announcement 
much earlier so that the industry could 
plan its exports with a feeling of confi¬ 
dence. The industry is also unhappy that 
while the Jute Corporation and the State 
Trading Corporation have been allowed to 
discount prices for the export of carpet 
backing cloth and hessian, the private 
exporters are not allowed this facility. The 
government should not give scope to 
complaints of discrimination especially 
at a time when the prospects of augment¬ 
ing exports have become brighter. 

The increasing trend in the price of raw 
jute has also been causing concern to the 
industry. The price of W5 grade went up 


to Rs 217 per quintal in the last week of 
February, representing a rise of nearly 
10 per cent in recent months. The jute 
crop in 1976-77 is estimated at 69 lakh 
bales against the earlier figure of 76 lakh 
bales. There has been a sharp decline in 
the daily crop arrivals in the terminal 
markets. The problem of ensuring ade¬ 
quate availability of raw jute, good quality, 
at prices which are fair to the industry 
and the cultivators has been engaging the 
attention of the government of India and 
the state governments for the past several 
years but not much progress seems to 
have been achieved in this direction. 
While inaugurating the Jute Manufactures 


Development Council in April last year, 
Mr J.P. Qoenka said that the yield per 
acre of jute had not registered any signifi¬ 
cant breakthrough in the last 20 years. 
He revealed that though research had 
sufficiently progressed and projects had 
been clearly identified to achieve higher 
yields and better quality, the results had 
not percolated to the field level. The Jute 
Development Council and the other agen¬ 
cies concerned with the cultivation of the 
fibre should examine what exactly has 
gone wrong with these research projects 
and what effective measures need to be 
taken in the short period to improve the 
production and productiv ity of jute. 


Problems of coal consumers 


In ms presidential address at the 30th 
annual general meeting of the Coal 
Consumers’ Association of India, held 
in Calcutta on February 21, Mr K.Z. 
George praised the government for its 
efforts to improve the quality of coal. 
He declared that 1976 was “one of the 
best in recent years for industrial coal 
consumers”. This statement is significant 
because, in the past, the deterioration in 
the quality of coal used to be one of the 
major themes at the annual meetings of 
the Coal Consumers Association. In fact, 
about two years ago, the association 
declared that quality was the biggest 
casualty of nationalisation of the coal 
industry. The speech of Mr George, 
however, did contain a few complaints 
regarding quality. He said that in the steel 
plants there had been “a steady increase 
in ash content and decrease in volatile 
matter of coal and a reduction in the 
strength of coke”. 

The increase in the ash content of 
Bhilai was from 23.7 per cent in 
1972-73 to 26.25 percent in 1975-76, in 
Durgapur from 26.60 per cent to 27.33 
per cent, in Rourkela from 24.80 per cent 
to 27.16 per cent and in Bokaro from 25.08 
per cent to 26.71 per cent. Mr George said 
that fuel technologists at the steel plants 
were “alarmed” at this trend which had 
also caused surprise among foreign experts 


who visited these plants. He listed some 
specific complaints of steel plants, namely, 
failure to supply prime, medium and 
blendable coal in the right proportions, 
increase in ash even in washed coal, 
fluctuation in the ash percentage from the 
same source, and supply of oversize coal 
as well as non-tested grades which upset 
the coal blend. Mr George said that once 
the coal was loaded and despatched, the 
consumers could hardly do anything to 
improve the quality or even segregate it 
in their plants. He therefore suggested 
that “a great responsibility” rested with 
the supplying collieries and washeries. 

Lt-Gen K.S. Garewal, chairman of 
Coal India Ltd, who inaugurated the 
annual meeting of the Coal Consumers’ 
Association, described the various steps 
that were being taken to improve the 
quality. He explained that most com¬ 
plaints arose from the actual quality being 
different from the grade labels. Coal 
India therefore had undertaken an exten¬ 
sive programme for regrading coal. 
Besides, it was proposed to modify 
shortly the present conversion formulae 
for determining the useful heat values of 
non-coking coal. The scheme of joint 
sampling and analysis would also help to 
reduce complaints about quality. Already 
93 per cent of despatches to steel plants, 
61 per cent to power houses and 41 per 
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cent to cement factories were covered by 
joint sampling, and additional facilities 
were also being set up for inspection of 
loading by consumers. The chairman of 
Coal India appealed to consumers to bring 
about appropriate changes in the design 
and use of their equipment to suit the 
quality of coal to be produced in the 
future. He suggested that even in the 
non-coking sector it would be necessary to 
go in for sophisticated techniques of bene- 
liciation. Coal consumers can be expec¬ 
ted to give careful consideration to these 
suggestions. But as their implementation 
will naturally take some time and involve 
much expenditure, Coal India should see 
to it that as far as possible, the consumers 
are supplied with the kind of coal they 
require for the efficient maintenance of 
their plants. 

Mr George complimented Coal India 
for its significant achievements in its first 
year, resulting in an increase of 8 per 
cent in total production. 21 per cent in 
the production of coking coal, 13 per cent 
in that of soft coke and 21 per cent 
increase in stocks at consumers’ level. 
Coal production in 1975-76 reached a 
record level of 99.88 million tonnes, 
making India the sixth largest coal pro¬ 
ducer in the world. But the fact remains 
that the demand for coal has not picked 


up to the extent anticipated due to the 
recessionary conditions. In the current 
year the demand was projected to reach 
111 million tonnes but now it is expected 
to be only around 100 million tonnes. 
Mr George suggested that, instead of 
cutting down the production or reducing 
the capacity, Coal India should try to 
improve the export of coal without 
“seriously disturbing the internal demand 
and quality requirements.” He said that 
with the tempo of industrialisation and 
improvement of production, “we can 
easily estimate that the demand of coal 
would soon pick up after the implemen¬ 
tation of the fifth five year Plan”. He 
pointed out that the consumption of 
power houses alone would go up by 100 
per cent and that of steel plants by 75 per 
cent and other industries by 30 per cent. 

Lt-Gen Garcwal explained that there 
was no basis for any fear that the export 
of coal would afreet the country’s eco¬ 
nomy. He observed: “Our exports are 
mostly confined to Grade I coals, though 
occasionally some selected grade coals 
are included to meet quality specifi¬ 
cations. The production of Grade I coal 
has increased by 6 million tonnes i.e. 24 
per cent and selected grades by two million 
tonnes (32.6 per cent) during the last 
two years which is more than adequate 


to meet all the existing demands, new 
demands inside the country and still meet 
export commitments of a much higher 
quantity. A major step up in exports as 
planned wifi not cause any hardship to 
internal consumers of Grade I or better 
qualities of coal”. He pointed out how¬ 
ever that for logistics of bulk loading and 
to cater for the specific quality require¬ 
ments in respect of low volatile content 
and ash content, “certain readjustments 
of pilots and shifting of consumers to 
alternative but comparable sources of 
supply have had to be done”. He assured 
that the new sources allotted “are very 
much within the technological consider¬ 
ations of quality requirements of the 
internal consumers so shifted”. But tfyfe 
task of assessing the country’s require¬ 
ments of coal and promoting its exports 
cannot be left entirely to Coal India. 

The Planning Commission as well as the 
various economic ministries should also 
be involved in these exercises so that 
adequate quantities of the right quality 
are always made available to all our 
industrial and other consumers. In recent 
months New Delhi had to impose a sudden 
ban on the export of some items and 
go-slow in respect of others. Caution 
therefore is necessary in promoting the 
export of basic items like coal. 
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CAPITALS 

CORRIDORS 

R. C. Ummat 

Oil matters * Indo-GDR trade • Sales 
tax collection 


The Compagnie Francaise des Petroles of 
France (CFP), in which the French govern¬ 
ment has 40 per cent interest, is envisaged 
to provide technical services for optimis¬ 
ing the production of crude oil from 
Bombay High in the shortest possible 
time. An agreement for this technical 
consultancy back-up is expected to be 
signed shortly between the Oil and Natural 
Gas Commission (ONGC), a wholly-owned 
government of India undertaking, and the 
CFP. High-level discussions in this regard 
have taken place recently between the 
two organisations. The CFP has already 
collaborated with the ONGC in the first 
two phases of the development of the 
Bombay High oilfields. 

Under the new agreement, the CFP will 
provide technical assistance in certain 
specified fields relating to reservoir assess¬ 
ment, management and engineering in the 
Bombay High field for a period of four 
years. The arrangement can be extended 
by another year at the option of the 
ONGC. The ONGC, it is expected, will 
be able to absorb the relevant technology 
during the four to five years during which 
the above agreement will be operative. 
Thereafter, it would become self-reliant 
in the concerned disciplines. 

commandable job 

Although the ONGC has done a com¬ 
mendable job in starting commercial pro¬ 
duction from the Bombay High area with¬ 
in a record period of 27 months from the 
date of the discovery of oil and has had 
long experience of exploration and deve¬ 
lopment of on-shore fields where oil so far 
has been found in sandstone reservoirs, 
its experience of off-shore exploration has 


not been extensive. Further, the off-shore 
oil deposits have been discovered in 
limestone formations. This has necessitat¬ 
ed the securing of consultancy services 
from the CFP. 

new strikes 

The Bombay High oilfield is expected 
to be developed to its optimum annual 
production potential of 10 million tonnes 
of high quality crude by the turn of the 
current decade. But besides this structure, 
several other structures have been found 
in its neighbouihood to be promising oil- 
bearing areas. Oil has already been struck 
in two other structures around Bombay 
High, namely the Bassein structure and 
the fault structure between Bassein and 
Bombay High. Drilling of the first well 
is expected to be completed shortly in 
another structure off the west coast, 
about 80 km from Ratnagiri and nearly 
180 miles south of Bombay High. Called 
the “Angria Bank”, this structure is also 
placed by ONGC experts in the same 
class as Bombay High. If this exploration 
effort proves successful in yielding oil and 
the structure turns out to be as big as 
Bombay High, it would not only improve 
greatly the chances of the country becom¬ 
ing self-sufficient in oil by the middle of 
the next decade but also provide good 
stimulus to the development of the Kon- 
kan coast which is a backward area. 

The production of crude oil from Bom¬ 
bay High, where the development work 
has been going on for nearly 18 months, 
however, seems to have failed to come up 
to expectations as only 0.23 million ton¬ 
nes of crude had been produced from this 
area by the end of December, Earlier, it 


had been anticipated that this output by 
the end of the above month would be 
approximately double this figure. 

This shortfall in production, of course, 
can be expected to be more than made up 
during the current calendar year as deve¬ 
lopmental work is understood to be being 
accelerated. 

The initial lag in production, however, 
should not raise any doubt about the 
programme of developing the Bombay 
High oilfield to yield by the turn of the 
current decade the optimum output of 10 
million tonnes of crude. 

internal production 

The overall production of crude within 
the country during 1976 is stated to have 
been of the order of 8.43 million tonnes— 
approximately 0.63 million tonnes more 
than in the previous year. The ONGC 
produced 5.28 million tonnes from its on¬ 
shore concessions and 0.23 million tonnes 
from the off-shore Bombay High area—an 
increase of 7.4 per cent over the output in 
* 1975. Oil India raised its output from 
Upper Assam marginally by nearly 0.2 per 
cent to about 3.09 million tonnes. The 
Assam Oil Company, which suspended 
its drilling programme some time ago, 
yielded 63,000 tonnes—about 5,000 tonnes 
less than in the previous year. 

The latest data and the projections 
about the refining capacity in the country 
suggest that with the commissioning of 
the one million tonnes capacity per annum 
refinery part of the Bongaigaon refinery 
and Petrochemicals Limited and expan¬ 
sion of the Koyali refinery to 7.3 million 
tonnes from 4.3 million tonnes at present 
by early 1978 the total refining capacity in 
the country by then would go up to 31.4 
million tonnes, spread over 11 refineries. At 
present we have 27.4 million tonnes refin¬ 
ing capacity—Digboi 0.5 million tonnes; 
Hindustan Petroleum, Bombay, 3.5 million 
tonnes; Burmah-Shell, Bombay. 5.25 
million tonnes; Caltex, Visakhapatnam, 
1.55 million tonnes; Gauhati 0.8 million 
tonnes; Barauni 3 0 million tonnes: 
Koyali 4.3 million tonnes; Cochin 3.3 
million tonnes ; Madras 2.7 million tonnes 
and Haldia 2.5 million tonnes, The ele¬ 
venth refinery is being set up at Bongai- 
gon. By 1980-81 the refining capacity is 
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expected to be raised further by six mil¬ 
lion tonnes with the commissioning of the 
twelfth refinery at Mathura. 

The demand for petroleum products is 
understood to have been well contained 
during 1976. This is suggested by the 
facts that whereas the crude run at the 
refineries during the year was raised, 
compared to the previous year, by about 
0.92 million tonnes to 22.76 million ton¬ 
nes, the imports of refined products were 
stepped up by about one lakh tonnes to 
2.31 million tonnes. The imports of crude 
oil at 13.8 million tonnes were higher by 
one lakh tonnes. 

The foreign exchange expenditure invol¬ 
ved in these imports, however, rose 
sharply due to the increase in the prices 
of both crude oil and refined products. 
While the imports of crude cost in 1976 
Rs 1124 crores and the refined products 
cost Rs 224 crorcs, the corresponding 
figures for the previous year were Rs 958 
crores and Rs 189 crores, respecti¬ 
vely. 

rise in crude bill 

This year, even if the imports of crude 
oil and refined products are maintained 
around the last year’s levels, the foreign 
exchange expenditure on this account is 
likely to be significantly higher as the 
international prices of crude have been 
raised by 10 per cent with effect from 
January 1 (5 per cent in the case of the 
Saudi Arabian and the UAE crudes) and 
are envisaged to be increased further by 
five per cent with effect from July 1. We 
import crude oil from Iran, Iraq, Saudi 
Arabia and Abu Dhabi and petroleum pro¬ 
ducts from the Soviet Union. 

Some surplus petroleum products are 
exported. In 1975, these exports mainly 
comprising naphtha, gasoline, kerosene, 
high speed diesel oil, etc., to Bangladesh, 
the United Kingdom, West Germany, 
Kenya, Indonesia and Singapore—aggre¬ 
gated to about 166,000 tonnes valued at 
Rs 12.14 crores. Last year, consisting of 
mainly asphalt, wax and some small quan¬ 
tities of gasoline, kerosene and diesel oil, 
they aggregated to 82,000 tonnes and 
yielded Rs 7.6 crorcs. 

Meanwhile, reports suggest that oil has 
been struck in the Cauvery basin after 


nearly a 10-year exploration effort Inter¬ 
mittent flow of about one to 1.5 tonnes a 
day has been registered in the well No 10 
drilled recently near Tittacherry village 
in the Karaikal area. It is, however, con¬ 
sidered to be premature to predict about 
the commercial exploitability of this oil 
strike. 

* * 

A new trade and payment aggree- 
ment covering the four-year period to 
December, 31, 1980, and also a trade 
protocol under this agreement for the 
current calendar year were signed 
here last week between the governments 
of India and the German Democratic 
Republic. The agreement was on the same 
lines as the one concluded in 1971. The 
system of trading between the two coun¬ 
tries under the new agreement continues 
to be on a balanced basis in non-converti¬ 
ble Indian rupees. The agreement takes 
effect from January 1. 

Although the agreement covers the four- 
year period to the end of 1980, the 
target for trade has been fixed for the 
current calendar year only. The total 
trade turnover between the two countries 
this year is expected to grow by slightly 
more than 50 per cent—from Rs 80 crores 
last year to Rs 123 crores. 

major breakthrough 

While the GDR will continue to supply 
to us during the current calendar year 
muriate of potash, ships, cinematographic 
films, printing machinery and machine 
tools, and also some quantities of urea, 
our main exports to the GDR till last 
year comprised such traditional items as 
dc-oiled cakes, lea, coffee, semi-processed 
hides and skins, cotton textiles and jute 
manufactures and also such non-tradi- 
tional items as sanitary fittings, machine 
tools, finished leather products and hand 
tools. A major breakthrough is expected 
to be made this year in the export of 
boots and shoe uppers. The exports of 
boots and shoe uppers are envisaged to 
register nearly 10-fold increase over the 
exports effected last year. 

Another equally significant provision 
made in this year's protocol is for the 
export for the first time of motor vehicle 
parts, tractors, agricultural machinery and 


silver nitrate. Iron ore exports also are 
envisaged to be increased substantially. 

The long-term agreement contains a 
provision for a steady diversification of 
the trade between the two countries in the 
light of the changes that may take place 
in the production and supply patterns in 
the two countries. It has been emphasised 
that the growth in trade in the coming 
years can be ensured only through 
further diversification of the trade 
pattern. 

* * 

The union government is stated to have 
suggested an eight-point action plan to 
state governments for reducing corruption 
and acceptance of legal gratification by 
officials of the sales tax department and 
for avoiding harassment to middle-level 
and small traders. 

The action plan suggests constitution of 
a survey wing of the sales tax department 
with good officers to prepare biennially 
lists of marginal cases and displaying of 
these lists in the offices of the superinten¬ 
dents of taxes, making it obligatory for 
marginal traders to deposit the tax dues 
on self-assessment basis after the noti¬ 
fication. 

The returns of such assessment would be 
accepted without any further scrutiny if 
the assessees arc agreeable to pay 10 per 
cent more sales tax every year or any 
other limit prescribed by the state govern¬ 
ments. 

These assessees would not be called for 
regular assessment as is the case with big 
traders. There could be some test checks 
of these self-assessments by inspectors of 
taxes with the prior approval of the 
superior authorities. 

The government has also suggested that 
such marginal assessees could be encou¬ 
raged to form associations cither profes¬ 
sionally or trade-wise and take up jointly 
cases of harassment by tax officials with 
higher officers. There should also be small 
committees at the district level which 
could advise the district sales tax officers 
regarding problems of the traders 

It has also been suggested that powers 
to enter shop premises and conduct sur¬ 
prise checks of accounts should be limited 
to certain special staff or squads. 
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Factory expenses in the 

Dr n. p.Agamai aluminium industry 


The author* who is a lecturer in the Department of Accountancy and 
Business Statistics, University of Rajasthan, Jaipur, has studied the 
proportion of factory expenses to the total cost of production in 
the various units of the aluminium industry. He has come to the 
conclusion that with proper control it has succeeded in reducing over 
the years the proportion of factory expenses in the total cost of 
production and there is scope for more economies under this head. 


Proper control over factory expenses 
is essential, if the cost of production is to 
be brought down in any industry. An 
attempt has been made in this article to 
study the proportion of factory expenses 
to the total cost of production of alumi¬ 
nium for the years 1963-64 to 1973-74. 
Cost data have been mainly collected from 
the published financial statements of alu¬ 
minium companies. Stores consumed, la¬ 
bour welfare expenses, rent, rates, repairs, 
insurance and depreciation have been in¬ 
cluded in works expenses. Statistical 
techniques have been applied to test the 
significance of varying differences in the 
proportion of this expenditure. In the 
present study data of aluminium industry 
as well as each individual company have 
been analysed. In India there are five 
aluminium companies of which four are 
in the private sector and one in the public 
sector. As up to 1973-74 only four alumi¬ 
nium companies, all in private sector, were 
working the article covers only these four 
companies. 

proper conirol 

In the aluminium industry in India the 
percentage of factory expenses to the total 
cost was 23.3 during the period of study 
from 1963-64 to 1973-74. The proportion of 
the expenses to total cost varied from 
19.7 per cent in 1973-74 to 32.4 per cent 
in 1963-64 constituting a range of 12.7. 
However, it appears from Table 1 that 
the aluminium industry exercised proper 
control over these expenses and succeeded 
in reducing their proportion. The pro¬ 
portion registered a declining trend 

•Annual Report and Accounts, 1966-69, Alcoin, 
page 6. 

••Annual Report and Accounts, 1970-71 Alcoin, 
page 9. 


throughout the period of study from 1963-, 
64 to 1973-74 except in 1965-66. The 
proportion in 1973-74 was about 60 per 
cent of that in 1963-64. One of the 
reasons for the declining trend in the pro¬ 
portion of these expenses is that the 
industry was getting economies of large 
scale production as the capacity to produce 
aluminium increased substantially from 
56,550 tonnes in 1963-64 to 198,170 tonnes 
in 1973-74. 

In Alcoin the proportion of factory 
expenses to total cost registered a fluctua¬ 
ting trend throughout the period of study 
from 1963-64 to 1973-74. The average 
proportion being 38.4 for the study 


POINT 

OF 

VIEW 

period which varied from 32.8 per cent in 

1971-72 to 47.4 per cent in 1966-67 form¬ 
ing a range of 14.6. The average propor¬ 
tion of expenses in Alcoin was the 
highest among the companies under study 
as well as aluminium industry in general. 
In other companies the proportion of 
this expense had decreased substantially 
while in this company it fluctuated from 
year to year. The proportion was 34.3 per 
cent in 1963-64 which increased to 47.4 
per cent in 1966-67, the highest for the 
period of study. During 1966-67 “the 
cost of stores and spare parts, particularly 
imported, has further registered sharp 
increase.”* During 1967-68 to 1971-72 
the proportion decreased considerably 
from 39.6 per cent in 1967-68 to 32.8 per 
cent in 1971-72, but it was 41.4 per cent 


in 1970-71 which was higher as compared 
to 36.1 por cent in 1969-70. However, the 
proportions registered an increase during 

1972- 73 and 1973-74 as compared to 
1971-72. 

The production of this company has 
been affected greatly by labour troubles 
and the company was forced to declare a 
lockout since September 15, 1973. The 
main reason cf the fluctuations in the 
proportion of this expense has been 
labour trouble and power problems in 
the plant. It is worth noting that “pro¬ 
duction in different sections of the plant 
was affected by frequent labour distur¬ 
bances. Apart from go-slow, the plant 
was stopped for 11 days on different 
occasions due to strikes and bandhs 
motivated mainly by political considera¬ 
tions. It is unfortunate that such practices 
have become a sort of normal feature 
in West Bengal.”** 

fluctuation range 

In Indal the proportion of factory 
expenses to total cost varied from 22,7 
per cent in 1973-74 to 30.8 per cent in 
1965-66 constituting a range of 8.1 during 
the period of study from 1963-64 to 

1973- 74, the average for the period 
being 25.5 per cent. The propor¬ 
tion of this expenditure fluctuated 
from 1963-64 to 1967-68, but from 
1968-69 to 1973-74 it had a declining 
tendency. The proportion of this expense 
was higher in this concern as compared 
to Hindalco and alummium industry in 
general. The company is having its 
production facilities in six different states 
so the expenditure on rent and insurance 
was higher, but on the other hand the 
company was getting economies of large- 
scale production which decreased the 
proportion substantially. 

The proportion of factory expenses was 
lowest in Hindalco, the average for the 
period being 17.9 per cent, but the 
proportion varied in a wide range of 

23.3 from 14.1 per cent in 1972-73 to 

37.4 per cent in 1963-64. The year 
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1963-64 was the initial year for the com¬ 
pany and due to this reason the propor¬ 
tion in 1963-64 was highest, but it 
decreased substantially to 19.8 per cent 
in 1966-67. The proportion registered 
a slight increase in 1967-68 to 28.4 
but thereafter the proportion decreased 
continuously up to 1972-73; the pro¬ 
portion in 1968-69 was 20.1 while it 
decreased to 14.1 in 1972-73. In 1965- 
66 and 1967-68 the machine performance 
was found poor. “There were teething 
troubles in the alumina plant, whose 
annual capacity was expanded from 
50,000 tonnes to 1,50,000 tonnes during 
the year. The new alumina plant went 
into production in August 1967, but did 
not start working smoothly till the early 
part of the present year/’* However, the 
proportion increased in 1973-74 to 15.9 
per cent as compared to 14.1 per cent 
in 1972-73, this was mainly due to lesser 
production as compared to 1972-73 as the 
company faced problems of power cut and 
labour troubles also. 

In Malco the average proportion of 
factory expenses to total cost for the 
period 1965-66 to 1973-74 was 26.0 per 
cent which is higher as compared to 
Indal and HinduIco but was lesser as 
compared to Alcoin. The pr.pirtion 


•Annual Report and Accounts, 1967-68, Hindalco, 
page 7. 


varied from 12.5 per cent in 1973-74 to 
34.9 per cent in 1965-66; constituting a 
range of 22.4. However, the proportions 
registered a declining trend from 1963-64 
to 1970-71 but in 1971-72 the proportion 
slightly increased to 26.8 per cent as 
compared to 24.6 per cent in 1970-71. 
During 1971-72 production decreased 
from 13,154 tonnes to 12,719 tonnes. Per¬ 
haps this was also one of the reasons of 
increase of this proportion apart from 
others like price increase of stores and 
spare parts and machine performance etc. 
In 1973-74 the prop >rtion sharply decreased 
to 12.5 per cent as against 24.5 per cent in 
1972-73. This was mainly due to the 
fact that during 1973-74 no depreciation 
was provided which affected the pro¬ 
portion of this expenditure to a great 
extent. 

It will be seen from Table 11 that the 
‘F* ratio is 3.40 The table values of F at 
one per cent and five per cent levels of 
significance for v^2 and v a =28 are 
5.45 and 3.34 respectively. This shows 
that the d : fferences in the percentage 
expenditure on factory expenses in the 
three companies are significant at five 
per cent level of significance while it is 
not significant at one percent level of 
significance. 

One of the most important elements of 
cost in the aluminium industry during the 

Table 1 


period under study was factory expenses. 
The percentage of factory expenses to 
total cost during the per od of study was 
23.3 for the industry while it varied for 
the individual companies from 17.9 for 
Hindalco to 38.4 lor Alcoin. It was 26.0 
in case of Malco and 25.5 for Indal. 

Table 11 

Analysis of Variance of Proporalion of 
Factory Expenses in Aluminium Companies 


Source Sum of 
ofvaria- squares 
tion 

Degree 

of 

freedom 

Mean 
s iuarc 

Between 227.6 

2 

113.8 F=s 113.8 

companies 


33.4 

Within 936.1 

28 

33.4 =3.40 

companies 



Total 1163.7 

30 



Percentage of Factory Expenses to Total Cost of Aluminium Companies during 
1963-64 to 1973-74 


Some of the reasons associated with the 
wide variation in this proportion from one 
company to another and within the same 
company are as follows : 

(1) Some of the companies like Indal 
and Hindalco and to some extent Malco 
had taken advantage of large scale pro¬ 
duction while others like Alcoin was not 
able to get it. During the period or study 
Hindalco and Indal undertook huge ex¬ 
pansion programmes while Malco expand¬ 
ed capacity on a small scale and Alcoin’s 
installed capacity was stagnant at 9000 
tonnes from 1968-69 to 1973-74. The 


Years 

ALCOIN 

INDAL 

HINDALCO 

MALCO 

Aluminium 

percentage of installed capacity utilised 






Industry 

by various companies also differed signi¬ 

1963-64 

34.3 

28.8 

37.4 H 

_ 

32.4 H 

ficantly. 

1964-65 

41.1 

28.7 

29.3 

„ „ 

30.8 

(2) Labour troubles had also affected pro¬ 

1965-66 

46.4 

30.8 H 

27.1 

34.9 H 

32.3 

duction more in some cases thai in others. 

1966-67 

47.4 H 

30.1 

19.8 

31.7 

28.0 

(3) The machine performance differed 

1967-68 

39.6 

30.3 

20.4 

29.2 

27.1 

from company to company and even from 

1968-69 

38.5 

29.8 

20.1 

28.7 

26.0 

year to year due to labour troubles and 

1969-70 

36.1 

26.2 

18.0 

27.8 

22.9 

power cuts. Old units also gave lower per¬ 

1970-71 

41.4 

24.6 

16.5 

24.6 

22.1 

formance than the new machines of Malco 

1971-72 

32.8 L 

22.8 

15.3 

26.8 

20.6 

and Hindalco. 

1972-73 

35.2 

22.9 

14.1 L 

24.5 

20.0 

(4) Rise in the prices of stores and 

1973-74 

34.1 

22.7 L 

15.9 

!2.5 L 

19.7 

spare parts caused variation in this ex¬ 

1963-64— 






penditure in various years. 

1973-74 

38.4 

25.5 

17.9 

26.0 

23.3 

(5) The amount of depreciation charged 


Range 


47.4—32.8 
= 14.6 


30.8-22.7 

= 8.1 


37.4-14.1 
« 23.3 


34.9—12.5 
— 22.4 


32.4-19.7 
= 12.7 


H -= Highest 


L = Lowest 


ro profit and loss account calculated on 
written down value also resulted in varia¬ 
tion of this expenditure. 

(6) The concentration of plants at one 
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place as in the case of Hindalco resulted 
in lower proportion of this expense as 
compared to location of plants at different 
places as in the case of Indal with pro¬ 
duction facilities scattered over six places 
in different states. 

The wide difference in the proportion 
of this expenditure among different alu¬ 


minium companies and in different years 
within one company suggests that there is 
wide scope for reducing and controlling 
the cost of this expenditure. A devoted 
effort toward better process control, 
rationalisation, improved production plan¬ 
ning and research and development in 
this field can help to reduce cost of this ex¬ 


The basis of demand pressure 

The author feels that it is necessary to institute studies into the 
nature and pattern of consumer demand for mass consumption goods 
to devise a mechanism for accurately gauging shifts in demand rather 
than go solely by market behaviour. The partial switchover in Kerala 
and West Bengal from rice to wheat as a consumer reaction to 
shortages is a case in view. So is the shift of demand from coarse 
foodgrains like jowar and bajra to finer varieties such as rice and wheat* 


The assumption of growth in money sup¬ 
ply leading to demand pressures rests on 
the plank that while speculative trade prac¬ 
tices could boost market demand, the mul¬ 
tiplier effect could raise effective consu¬ 
mer demand. In the industrialised, ad¬ 
vance economics of the West, the income 
analysis acting through the multiplier is ex¬ 
pected to sufficiently explain the emergence 
of demand pressures following growth in 
money supply. In developing countries 
the impact of multiplier is considered 
negligible, though it cannot really be ig¬ 
nored. Government, of course, is serious¬ 
ly concerned about market demand chang¬ 
es and invariably attributes an increase to 
speculative trade activities and not so 
much to a natural, spontaneous rise in 
effective consumer demand following gene¬ 
ration of new employment and incomes 
on a significant scale. 

But it is high time that the possibility of 
genuine shifts in consumer demand was 
actively considered in official circles in this 
country. To the extent that growth in 
money supply, both in the form of increa¬ 
sed budget deficits and rise in bank credit, 
leads to additional investments and crea¬ 
tion of new employment opportunities, a 
significant improvement in consumer de¬ 
mand can be anticipated. This expectation 
is certainly related to the level of poverty 
prevailing in this country and to the large 
number of people living below the subsis¬ 
tence level, implying that creation of addi¬ 
tional jobs and individual incomes could 
result in a significant shift in the level of 
aggregate demand. This shift is also natu¬ 


rally followed by a change in the consum¬ 
ption pattern, which can be attributed to 
the influence of what Dusenbery called the 
‘Demonstration effect’ and of what Giffin 
called the paradox of ‘inferior goods’; 
these two related influences explain adequ¬ 
ately the substitution of coarser and less 
priced goods by finer and costlier goods. 

These factors were in evidence in India 
after the beginin[! of second five year Plan, 
with latter’s strong emphasis on the grow¬ 
th of basic industries leading to a notice¬ 
able generation of new employment and 
new individual incomes. Then the shift 
from coarser foodgrains like jowar 
and bajra to finer and costlier rice and 
wheat occurred causing demand pressures 
in respect of the latter and subsequently, 
both shortages aud rise in their prices. 
There can be no doubt of the continuing 
presence of these influences in various 
areas of the conntry, taking into account 
the steady and progressive increas in 
Plan investments year after year and in 
secondary investments in related sectors. 

But if one makes the assumption of 
consumer rationality, then the combined 
effect of these influences on aggregate de¬ 
mand could be somewhat neutarlised by 
shifts in the pattern of consumption aris¬ 
ing from growing consumer resistance to 
inflationary price increases. The switch¬ 
over in both Kerala and West Bengal 
noticed some years back from total depen¬ 
dence on rice to inclusion of wheat in the 
consumer pattern was the average consu¬ 
mer’s natural reaction to shortage and to 
high market price of rice; in case of the 


pense. In recent years, due recognition has 
been given to research and development 
by government as well as by the industry 
which will not only control the cost but 
will help to increase production and export 
of the metal which has a good demand in 
the international market and we have a 
great potential to produce this metal. 


K. S. Ramachandran 

latter, the difficulty experienced in securing 
mustard oil at reasonable prices drove the 
more rational consumer to take to cheaper 
edible oils like the Canadian rapeseed oil 
and vanaspati. Thus if the demostration 
effect could cause consumer preference for 
costlier goods, the natural resistance to 
inflationary price increases could bring 
about a preference for cheaper substitutes. 

But official circles ignore these possibili¬ 
ties and go mainly by changes in market de¬ 
mand and are apprehensive of the impact 
of speculative trade on demand pressures, 
the availibility position and on the price 
situation. The fact that speculative trade 
practices could be countered by restraints 
on bank advances against trade in sensi¬ 
tive commodities cannot be the reason for 
this, even though, often policies are for¬ 
mulated to suit administrative expediency 
and conveniences. Possibly, government 
expects demand pressures originating from 
a natural rise in the level of aggregate de¬ 
mand to be adequately reflected in market 
demand, which of course, can be gauged 
quite easily from ihe behaviour of prices. 
But then, market demand need not reflect 
only genuine domestic demand but could 
easily represent the impact of speculation. 
In the case of exportable goods, trade 
prospects abroad influence market demand 
far more than domestic consumer demand. 

Though positive action on the supply 
side could take care of natural demand 
pressures and prevent the emergence of 
shortages, it is necessary for government 
to institute studies into the nature and 
pattern of consumer demand for all essen¬ 
tial and mass consumption goods and to 
devise a mechnism by which shifts in de¬ 
mand could be accurately gauged, rather 
than continuing to go solely by market 
behaviour. Efforts in this direction could 
greatly help in the formulation and pursu¬ 
ance of a policy of effective price control. 
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Washington—and its not 
t b.B rook so invisible hand 


The world listens closely to Washington these days . Its attitudes receive 
uncommon attention . The author says that It Is almost a universal 
hope that these attitudes will reveal the beginning of a greater awareness 
of the heavy responsibility that goes with world economic leadership 
for the well-being of the rest of mankind. 


Budgets are commonly watched with 
anxiety; few are more widely scanned 
than the American. For a very long 
time—certainly since President Nixon 
announced, without consulting any other 
country though it was obvious all would 
be deeply affected, the severance of the 
convertibility link between gold and the 
dollar—it has been clear that the USA is 
the major motor in world financial and 
commercial affairs. Since this event in 
1971—a mere 5\ years ago—other evi¬ 
dence has accumulated. When, in 1973, 
the rise in oil prices produced heavy 
damage to the world economy no one 
moved to eliminate the demand infla- 


the money that constitutes the present 
sterling safety net. 

Since it is to Washington that the world 
listens closely, attitudes and budgets in 
that capital attract uncommon attention. 
Jt is always an almost universal hope 
that those attitudes and budgets will 
reveal the beginning of a greater aware¬ 
ness of the heavy responsibility that goes 
with world economic leadership for the 
well-being of the rest of mankind. For 
many years Washington has been cauti¬ 
ous, almost cagey, in some of its attitudes. 
The new Carter administration has pro¬ 
mised to give a more expansionary flavour 
to US policies. Something of a similar 


to a point where servicing commitments 
has grown into a damaging strain. 

The Carter budget this month, an 
amended version of the lame-duck federal 
budget proposed by former President 
Ford, boosted federal spending for the 
1978 fiscal year by $19.4 billion. The 
increase in the fiscal 1977 deficit at $10.7 
billion more than Mr Ford had projected 
is worrying the American business and 
financial communities. These worries may 
cramp President Carter’s more open- 
handed style if they produce business re¬ 
cessions at home; his benefits are home- 
directed and, however laudable for 
improving health service show no evidence 
yet of American realisation of world-wide 
economic responsibilities in initiative. 
President Carter, it is true, was essentially 
bringing forward his predecessor’s fiscal 
and budgetary plans but his own contri¬ 
bution in ideas was essentially home¬ 
looking though on a more liberal level. 


WINDOW 

ON 

THE WORLD 


tionary consequences—the world eco¬ 
nomy’s tendency to cut the spending of 
the oil importing countries without pro¬ 
ducing an increase of similar proportions 
elsewhere—because the United States was 
not prepared to consider a restructuring 
of the world’s economic set-up of the 
fundamental character required. 

Last year it was the United States’ 
insistence, seconded by the other western 
economic giant, West Germany, that 
Britain must make expenditure cuts of 
the order they considered essential before 
they would agree, under cover of the 
Group of Ten and the IMF to provide 


change of heart—or was it reflection of the 
American liberalisation ?—has been shown 
by W. Germany’s Chancellor Schmidt 
who recently admitted that the global 
recession has now to be seen as a crisis 
comparable to that of the 1930s and 
“calling for a concerted operation between 
the American economy, the Japanese 
economy and some European econo¬ 
mies." 

Three years of trying to cope with the 
results of the ‘demand inflationary conse¬ 
quences' of the oil price rise has either 
depleted the reserves of many countries 
and/or increased their international debts 


the great contrast 

The great contrast between the American 
and the British budgets—and those of 
many other countries—is that the Ameri¬ 
cans are able to increase spending while 
almost everyone else has to try to econo¬ 
mise. Almost simultaneously, the British 
are setting up a permanent system of 
price controls, cutting central and provin¬ 
cial budgets so heavily that many areas of 
civil life feel the pinch and unemployment 
is increased. While the introduction of 
these controls is undoubtedly an effort to 
calm workers and their unions and to 
hold off a threatened refusal to continue 
the social contract and restrain wage 
claims, the basic fact is that Britain and 
others are forced to hold back while 
America can expand its social expenditure 
with a comparatively pleasantly low 
inflation rate of between five and six per 
cent. 

Over in Europe the British are standing 
alone in the Common Maiket to try res- 
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training a threatened agricultural price 
rise. Two proposals threaten household 
spending in Britain: a proposed three per 
cent increase in 1977-78 common farm 
prices and a six per cent devaluation of 
the ‘green pound’, the Common Market’s 
figurative currency for agricultural tran¬ 
sactions between members. The overall 
effect of the Market Commission’s 
package, with the last two transition 
steps laid down in the 1972 Accession 
Treaty will push British retail food prices 
up by a total of four per cent, although 
Market statisticians insist it will be only 
1.9 percent. The basic conflict lies bet¬ 
ween the British purchaser and the conti¬ 
nental farmers whose cost liabilities have 
during the past year risen by 10 per cent. 

The Market is now in the unenviable 
position of trying to reconcile the inte¬ 
rests of every member country. The 
British opposition to three per cent 
increase contrasts with a European far¬ 
mers’ union’s demand for an increase of 
7.4 per cent. The difference might be 
resolved but for the fact that devaluing the 
‘green pound’ by six per cent will mean 
that farmers in countries with revaluing 
currencies will in fact receive no increase 
in prices at all and may even find them¬ 
selves worse off. Ironically, some would 
say scandalously, the Market has once 
again a milk mountain of 1,130,000 tons 
and a butter mountain of 260,000 tons 


despite the fact that it could easily sell at 
least half its stored powdered milk to 
Japan. The excess produce of the exces¬ 
sive number of European dairy farmers 
remain one of the most difficult and shame¬ 
ful problems of the Common Market. 

Textile trading is another area where 
the British are on the defensive. It pro¬ 
poses to seek complete protection for 
sections of British textile industry hit 
hardest by low-cost imports in the rene¬ 
gotiation of the Multi-Fibre Agreement. 
Proposals to be made next month by the 
Common Market, which is negotiating a 
new MFA when it expires at the end of 
the year, will include a measure to enable 
Britain to protect its producers against 
cumulative disruption—individually small 
increases in imports from a large number 
of countries. A new safeguard pro¬ 
posed will allow introduction of a 
single quota to deal with all disruptive or 
potentially disruptive imports affecting 
sensitive products and one where import 
penetration was high. 

Another economically perplexed coun¬ 
try, Italy, has just abolished its special 
foreign currency surcharge imposed in 
October as one measure to protect the lira; 
the abolition caused virtually no change 
in the currency’s rate of exchange. The lira 
is still supported by, among other things, 
exceptionally high domestic interest rates 
and the special import deposit scheme 


introduced last May and now operating 
at the rate of 25 per cent. The government 
intends this rate to fall to 10 per cent 
at the end of this month and the deposits 
will be eliminated in April. As more 
long term support for the lira, the Italian 
government hopes to have concluded by 
about mid-April the protracted negotia¬ 
tions with the International Monetary 
Fund on an additional Italian drawing of 
at least 5530m under the terms of the 
Jamaica agreement. 

An IMF team is due in Rome to 
examine the government’s limited 
measures towards reducing the rise in 
labour costs and the increased treasury 
spending covered by higher indirect 
taxes. Any final agreement with the 
IMF will provide for a phased release 
of the projected loan, each instalment 
being subject to a fairly detailed quarterly 
review. Formal approval by the Fund 
would release additional funds, since the 
Common Market council of Finance 
minister* is believed to be waiting a suc¬ 
cessful outcome of the Italian-IMF 
negotiations before agreeing formally on 
a 5486m Community loan. Europe’s deb¬ 
tors reveal increasingly the growing 
influence of the IMF and other interna¬ 
tional financial aids on the west of that 
continent and, through them, the guiding 
hand of Washington in international 
affairs. 


Growth rates in China and India 


Hardev Singh 


The author reviews the study made by Sarwar Lateef of the growth rates 
of India and China since 1950 and projections made up to 1980 . 

Though India has achieved better results in agriculture than China 
and there is further scope in this field, the study notes that China 
has done better than India in industry . 


Economic proc.rfss achieved by India 
and China during the last thirty years has 
attracted the attention of economists 
because both these countries have followed 
two basically different strategies for 
growth. Planning in India is essentially 
an enlargement of the role of the public 
sector without disturbing the free market 
economy. In China, planning has played 
a more significant role with centralised 
control over allocation of resources for 
various sectors, accompanied by diminish¬ 
ing area for free market. Both these coun¬ 


tries have been able to raise agricultural 
production to make themselves self- 
sufficient in foodgrains, in spite of a sharp 
rise in their population. Similarly, both 
countries have built up an industrial base 
capable of handling the manufacture of a 
wide variety of products for domestic 
markets as well as for exports, ranging 
from textiles to nuclear plants. Never¬ 
theless, precise facts about China are so 
scanty and scattered that only a broad 
comparison is possible. It is primarily for 
this reason that the study on economic 


growth in China and India, 1950-80 by 
Mr Sarwar Lateef is both interesting and 
useful.* 

Both countries have emphasized the 
modernisation of agriculture. As the study 
has revealed, the Chinese period of thrust 
accompanied by better inputs was from 
1963 to 1967 while in the case of India it 
was from 1967 to 1971. Significantly, in both 
cases emphasis on raising of foodgrains 
output resulted in a comparative neglect 
of non-foodgrain crops. Moreover, the 
pressure of population was so substantial 
that in spite of a notable rise in foodgrains 

* Economic Growth in China and India , 1950-1930 
by Sarwar Lateef; Vo! I—Report; Volume II— 
Appendices; Published b> the Economist Intel i* 
gence Unit Ltd. London; Available from Exclu¬ 
sive Representative in fndia; J.A. Shah. 67. 
Marine Drive, Bombay-400020; Price Rs 603.45. 
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output, the two countries were not really 
free from foodgrains imports. Their im¬ 
ports, however, constituted a small pro¬ 
portion of their total demand. 

The study has brought out the fact that 
“Indian agricultural growth rates have 
been higher than China’s". Double crop¬ 
ping which was common in large areas of 
south China, has had little further scope 
so that the future multiple cropping ratio 
would rise only modestly hy 1980. In 
terms of irrigation too, huge investments 
had already been made in tubcwcll cons¬ 
truction in north China and potential for 
exploitation of water resources would 
depend on the water table which has al¬ 
ready been falling. The change in the 
direction of the waters of the southern 
rivers for the benefit of north China plains 
is likely to take a long time and would not 
yield much gain by 1980. The use of 
fertilizers also has reached a high level 
of concentration in the irrigated areas 
where yield responses have begun to 
decline. The study, therefore, predicts 
that the rate of foodgrains output in China 
during the next few years up to 1980 might 
be between 1.7 per cent and 2.0 per cent 
and even during favourable years, it might 
not be more than 3.0 per cent. 

scope for improvement 

On the other hand, the scope for fur¬ 
ther improvement is substantial in the case 
of India. The multiple cropping ratio is 
likely to improve from the present 1.21 to 
1.26 by 1980. The fifth Plan has proposed 
to bring an additional area of 11 million 
hectares under irrigation by 1978-79—- 
about half the increase coming from major 
and medium irrigation projects and the 
remaining half from the groundwater 
development and minor irrigation schemes. 
Fertilizer consumption which is nearly 
three million tonnes at present is expected 
by the Fertiliser Association of India to 
reach around 4.2 million tonnes by 1978- 
79. The study estimates the nutrient con¬ 
sumption to increase further by 1980 to 
4.9 million tonnes. All these factors put 
together are likely to raise the foodgrain 
production in India to nearly 139 million 
tonnes by 1980-81 w hich implies an annual 
growth of 3.8 percent. 

In the field of industry, China had a 
better start in 1949 with a complex indus¬ 


trial base and “a whole range of industrial, 
technical and managerial skills”. China 
also received a large variety of equipment 
from the Soviet Union during the years 
1949-57 which helped that country to lay 
the foundations of heavy industry. How¬ 
ever, ns has been pointed out in the study, 
China’s industrial base was unbalanced, 
with very rapid growth in the production 
of producers goods, particularly ma¬ 
chinery, which grew around 25 per cent 
annually during the years 1949-57. The 
progress in the field of consumer goods 
industries, was rather slow, with the 
annual rise in outputs of vegetable oils 
and cotton textiles remaining around two 
per cent and five per cent, respectively. 

the great leap 

It may be added that China was also 
better equipped than India to raise its 
industrial output because of the national 
discipline, though this advantage w'as not 
always put to the best use, as was evident 
during the great leap forward of 1958, 
when “production was pushed hard irres¬ 
pective of the capacity of man or machine 
to cope”. While this undoubtedly resulted 
in both substantially higher production 
and sizeable additions to capacity in 1958 
and 1959, the permanent gains were more 
open to dispute. “China’s economy, far 
from leaping forward, collapsed prematu¬ 
rely with exhaustion". For instance, steel 
output, which was claimed to have doubled 
during 1958. from 5.3 million tonnes to 
11.1 million tonnes, included three million 
tonnes produced by ‘indigenous methods’ 
much of which was totally unusable. 

One of China's major achievements has 
been in the petroleum industry. Produc¬ 
tion of crude oil increased from nearly 1.5 
million tonnes in 1957 to 65.3 million 
tonnes in 1974, an annual rate of increase 
of 25 per cent. From a net importer of 
crude oil, China started exporting nearly 
eight million tonnes of crude every year. 
Similarly, steel output increased substan¬ 
tially, along with most other items of basic 
industry, giving an ovetafl increase in 
China's industry to the extent of 11 per 
cent during the years 1952 to 1974. While 
making projections towards 1980, the study 
has indicated that the rapid growth of 
rural industries experienced in China 
during the last decade in key items such as 


cement and fertilizers might experience 
some slackening in the near future. More¬ 
over, China’s major industries, particularly 
steel and coal, are in urgent need of large 
investments for modernisation to over¬ 
come several technical problems. With 
oil exports growing, foreign exchange is 
unlikely to be a serious constraint. Con¬ 
sequently, China’s industrial growth has 
been placed in the range of from eight per 
cent to 11 per cent during the years up to 
1980. 

favourable circumstances 

In India the industrial base at the time 
of independence was made up of con¬ 
sumer products, though steel, coal, cement 
and electricity were being produced indi¬ 
genously. A number of favourable cir¬ 
cumstances helped the Indian industry to 
achieve a fairly high rate of growth during 
the years 1951-65. Assistance received from 
various industrial countries such as the 
USA, the UK, West Germany, the Soviet 
Union, Canada, Japan, France, Italy and 
some of the east European countries, made 
a valuable contribution to industrial pro¬ 
gress. However, during the last decade 
the rate of industrial growth has come 
down to nearly 3.3 per cent and with the 
exception of a few basic industries, growth 
in most sections of industry has been con¬ 
siderably low. The study has pointed out 
that the level of public investment would 
continue to be an important factor in¬ 
fluencing the growth rate in industry. As 
the climate for private sector investment 
has improved during the last two years, 
substantial additions to capacity are ex¬ 
pected in several sectors. The overall 
growth rate is expected to be around six 
per cent during the years till 1980. 
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TRADE 

WINDS 


IDA Credit for 
Singrauli 

A Credit of US Dollars 150 
million from the International 
Development Association 
(IDA), an affiliate of the World 
Bank, will help finance the 
construction of the first phase 
of a 2,000 megawatt thermal 
power station in India. 

In view of the immense task 
of providing sufficient gene¬ 
rating capacity to meet the 
requirements of the economy, 
the government proposes to 
supplement the efforts of the 
states by constructing a 
number of large centrally 
owned and operated generating 
stations. The project being 
assisted by the IDA credit is 
part of this effort. 

The project consists of the 
construction of the first 
600 mw of capacity in the 
Singrauli thermal power sta¬ 
tion, together With ancillary 
equipment and related works 
and the 400 kv transmission 
facilities to convex this amount 
of power to bulk supply points. 
The power station will be 
constructed on the Singrauli 
coal field at Kota in Uttar 
Pradesh state. It is expected 
to reach 2,000 mw capacity 
by October, 1985. The total 
Singrauli development, inclu¬ 
ding associated transmission, 
is estimated to cost about 
US S 397 million. Imple¬ 
mentation of the project 
will be the responsibility of 
the National Thermal Power 
Corporation Limited. The IDA 
credit to India is for 50 years, 
including 10 years of grace. 
It is interest free except for a 


service charge of 3/4 of one 
per cent to meet IDA’s ad¬ 
ministrative expenses. The 
government will re-lend the 
proceeds of the credit to the 
National Thermal Power Cor¬ 
poration for 20 years, includ¬ 
ing five years of grace, at an 
effective interest rate of 10£ 
per cent per annum. The 
Bank and IDA have been in¬ 
volved in the development of 
India’s power sector since 1950. 
Today’s credit brings the total 
of Bank and IDA assistance 
to the country’s power sector 
to US 5 775.5 million. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of January, 1977, the fourth 
month of the season 1976-77 
was about 1,050,000 tonnes as 
against 968,000 tonnes during 
the corresponding period last 
season. Th s brings the total 
production during the first 
four months of the season 
1976-77 to about 24,46,000 
tonnes as against 1,992,000 
tonnes during the correspond¬ 
ing period last year. The off¬ 
take of sugar from factories 
during the month of January, 
1977 was about 303,000 ton¬ 
nes for internal consumption 
and 81,000 tonnes for exports 
as against about 330,000 tonnes 
for internal consumption and 
123,000 tonnes for exports in 
the corresponding period last 
season. The total despatches in 
the first four months in 1976-77 
was 1,245,000 tonnes for inter¬ 
nal consumption and 164,000 
tonnes for export as against 
1,252,000 tonnes for internal 


consumption and 346,000 ton¬ 
nes for exports during the cor¬ 
responding period last season. 
The total closing stock of 
sugar with the factories as on 
January 31, 1977 was about 
1,874,000 tonnes as against 
1,601,000 tonnes on the same 
date last season. 

Yen Loan from Japan 

A 10 billion yen commodity 
loan agreement between India 
and Japan for the fiscal year 
1976-77 was signed recently 
by Mr S. Okita, president 
overseas economic coopera¬ 
tion fund and Mr Eric Gon- 
slaves, the Indian ambassador 
in Tokyo. The loan according 
to information received here 
is repayable over a period of 
30 years, including a 10 year 
grace period at an interest 
rate of 3.5 per cent per annum. 
The amount can be utilised 
for financing import of steel 
equipment components and 
spare parts and chemical ferti¬ 
lisers. Commitment to India 
by Japan under the sixteenth 
yen credit agreement including 
the debt relief loan for an 
amount of 12.2 billion yen 
(Rs 37.78 crores) agreed to on 
November 30 last year would 
be 22.2 billion yen (Rs 68.74 
crores). 

Loan for Shipping 
Companies 

The government has decided 
to provide Rs 500 crores as 
loan in foreign exchange to 
Indian shipping companies 
for the expansion of merchant 
fleet during the remaining two 
years of the fifth five-year Plan. 

These loans will be sanc¬ 
tioned by three Indian banks— 
State Bank of India, Bank of 
Baroda and Bank of India. 
Applications for grant of this 
loan will be considered and 
decided by the Shipping Deve¬ 
lopment Fund Committee with 
which the representatives of 


the above banks will be asso¬ 
ciated. 

Two Central Loans 

The union government has 
decided to create further 
tranches of the two outstand¬ 
ing central loans, 6£ per cent 
loan for Rs 50 crores and 6£ 
per cent loan for Rs 35 crores. 

The entire amount will be 
taken up initially by Reserve 
Bank for being made available 
to investors at prices to be 
notified from time to time. 
The tranches have been creat¬ 
ed to replenish the holdings of 
long-dated securities of the 
Reserve Bank so as to cater to 
the requirements of provident 
funds in particular and institu¬ 
tional investors in general. 

Productivity in Steel 
Industry 

No manhours were lost in 
the steel industry during the 
current financial year with the 
result, the increase in produc¬ 
tion of steel during 1976-77 as 
compared to 1974-75 was of the 
order of 32 per cent. Produc¬ 
tion of salable steel rose from 
4.85 million tonnes in 1974-75 
to 6.27 million tonnes during 
this period. If the trend con¬ 
tinues the actual production 
by the end of the year would 
be around 6.8 million tonnes. 
Capacity utilisation in the 
industry had gone up from 
64.7 per cent in 1973 to over 
90 per cent during the current 
financial year, with Bhilai and 
TISCO achieving over 100 per 
cent capacity utilisation. Good 
industrial relations had enabl¬ 
ed the industry to earn a pro¬ 
fit of over Rs 44 crores, likely 
to rise further by the year end. 

Rourkela has fulfilled the 
annual target of 1.05 million 
tonnes of saleable steel for 
1976-77 with one month still to 
go. The anticipated produc¬ 
tion of saleable steel during 
the current year is 1.17 mil- 
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tion tonnes. The average 
monthly production of sale¬ 
able steel in the current year 
has been 96,074 tonnes against 
86,782 tonnes produced in 
1975-76. This represents a 
growth rate of 11 per cent. 
The capacity utilisation in the 
plant has also gone up to 94 
per cent in the current year 
compared to 85 per cent last 


one of tlk plant at the ear¬ 
liest. 

Bhatinda Fertilizer Unit 

The government has made 
available free foreign exchange 
to the National Fertilizer 
Limited to make up for the 
shortfall in the 33 billion yen 


(Rs 90 crore) credit provided 
by Japan for setting up ferti¬ 
lizer projects at Bhatinda in 
Punjab and Panipat in Haryana. 

The Bhatinda and Panipat 
fertiliser factories are being set 
up at an estimated cost of about 
Rs 350 crore including a 
foreign exchange component 


Rs 102 crore. Since the for¬ 
eign exchange made available 
through the Japanese credit 
was found inadequate, NFL 
had approached the govern¬ 
ment for additional funds 
which were readily made 
available. Apparently the 
government is keen to ensure 


year. By the end of the year 
the capacity utilisation is ex¬ 
pected to be around 96 per 
cent. 

The increase in quantity 
production has also been back¬ 
ed by matching performance 
in the field of quality. Tested 
saleable steel production has 
been increased by nine percent, 
while boiler quality produc¬ 
tion has been increased by 22 
per cent weldable quality plat¬ 
es by 43 per cent and ship¬ 
building by 115 per cent. The 
Durgapur steel plant will 
close the current financial year 
with a production of 900,000 
tonnes of saleable steel against 
the target of 825,000 tonnes. 

Salem Steel 

The centre has decided to 
take up the Salem steel plant 
in two stages, the union Home 
minister K. Brahmananda 
Reddy announced the govern¬ 
ment decision in the Rajya 
Sabha recently. The first 
stage of the plant with a pro¬ 
duction capacity of 32,000 
tonnes of finished stainless 
steel costing Rs 127 crorcs 
would be taken up immedia¬ 
tely, he said. The detailed 
project report by the Dastur 
and Company had been clear¬ 
ed by the Steel Authority of 
India and the public invest¬ 
ment board. The project had 
been found to be commercially 
viable. He said that consi¬ 
derable work had already been 
done at the site and expected 
the completion of the stage 
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that there are no delays in 
setting up fertilizer factories 
owing to paucity of funds. 
With the demand for fertilizer 
picking up at a fast rate, the 
government desires that there 
should be no slippages in the 
commissing of new projects. 

Talcher Fertilizer 

The third boiler of Talcher 
fertilizer project in Orissa has 
been commissioned. The other 
two boilers are already in 
operation. These boilers are 
to supply steam to meet the 
process requirements of the 
project. The boilers have been 
supplied by Bharat Heavy 
Electricals Ltd, Trichy, and 
erected by their contractors, 
the Hindustan Steel Works 
Construction Ltd. Each of 
these boilers is capable of pro¬ 
ducing 182 tonnes of steam per 
hour at a high pressure of 95 
kg per square centimetre. The 
Talcher fertilizer project is 
one of the three coal-based 
fertilizer projects being cons¬ 
tructed by the Fertilizer Cor¬ 
poration of India. The pro¬ 
ject with an estimated cost of 
Rs 166 crores will have a capa¬ 
city to produce 495,000 tonnes 
of urea per year and is likely 
to go on stream towards the 
end of this year. 

Industrial Machinery 
to West Indies 

The Indian Sugar and Gene¬ 
ral Engineering Corporation, 
Yamunanagar, Ambala (Har¬ 
yana) has secured an order for 
design and manufacture of 
vacuum pan, evaporators, 
juice heaters and condensers 
worth Rs 42 lakhs from a 
government owned sugar 
company in Trinidad (West 
Indies). The West Indies com¬ 
pany have found the design 
and equipment as one of the 
best in the world. The order 
has been secured in the face 
of stiff global competition from 
many countries including 


Japan, the UK and the 
USA. 

National Welding 
Seminar 

The Indian Institute of 
Welding (IIW) held a national 
seminar on “Welding Techno¬ 
logy in India—Present Status 
and Future Needs” on February 
25 and 26, 1977, at Ashoka 
Hotel, New Delhi. The semi¬ 
nar was inaugurated by Mr 
S. Varadarajan, chairman and 
managing director of Engi¬ 
neers India Ltd. There were 
five technical sessions and 
papers were presented by 
people who are eminent in 
various spheres of welding 
technology. 

Gujarat Chamber of 
Commerce 

Mr Hasmuklilal C. Shah, 
vice-president of Gujarat 
Chamber of Commerce and 
Industry while addressing the 
annual general meeting appre¬ 
ciated the measures taken 
by the government recently to 
revive the textile industry but 
he was doubtful as to how far 
they will prove fruitful in 
restoring health to this indus¬ 
try. Even though cotton prices 
have increased by 62 per cent 
in one year the cloth prices 
have increased hardly five per 
cent and despite increase in 
the prices of controlled cloth, 
the mills concerned will have 
to bear a loss of 60 ps to 70 ps 
per square metre as yet. Des¬ 
pite good intentions of the 
government to assist this in¬ 
dustry, the measures taken 
after the diagnosis of the 
disease are inadequate and in¬ 
complete. To restore health 
of this industry which has 
vital bearing on our economy, 
it is highly essential that effec¬ 
tive remedies be adopted which 
in turn call for bold steps on 
the part of the government. 

Mr Hasmukhlal Shah added 


that by 1980-81 about one 
crore tonne of crude oil per 
year and 30 lakhs C.M. of 
gas per day is likely to be 
available from Bombay High. 
Besides associated gas is also 
estimated to be available from 
Vasai-Tarapur region. He 
emphasised that oil and gas 
are national assets and maxi¬ 
mum use thereof should be 
made in the highest national 
interest. With this end in view 
he suggested that highest 
priority should be given to uti¬ 
lisation of gas for the manufac¬ 
ture of fertilizers and electri¬ 
city. Since transport of gas 
to other places is likely to be 
costly, he emphasised that the 
same be made available to 
Narmada valley fertilizer pro¬ 
ject at Broach by laying pipe¬ 
line, gas cracker be established 
and adequate planning be 
made to ensure that associated 
gas is not required to be flared 
up. 

ADB Lowers Lending 
Rate 

The board of directors of 
the Asian Development Bank 
decided on March 3 to reduce 
the standard interest rate on 
loans from its ordinary capital 
resources from 8.90 per cent 
per annum to 8.70 per cent 
per annum. The new lending 
rate will apply to ordinary 
loans approved after January 
1, 1977. For higher-income 
developing member countries 
whose per capita gross national 
product exceeded US S850 as 
at the end of 1972 (correspond¬ 
ing to US $ 1,075 as at the end 
of 1975), the board decided 
that the maturity period of 
loans made after January 1, 
1977 would be subject to a 
limit of 15 years, inclusive of 
a grace period of three years. 
The amount of lending to such 
countries is to be kept at mod¬ 
est levels and would preferably 


be for projects with a signifl* 
cant social content. 

The decisions of the board 
of directors do not affect the 
terms applicable to loans made 
from the Bank’s Special Funds 
resources, which will continue 
to carry only a service charge 
of one per cent per annum* 
with repayment over 40 years 
including a 10-year grace 
period. 

Indo-French Power 
Agreement 

An agreement envisaging 
cooperation between India 
and France in the field of 
power development was sign¬ 
ed in New Delhi recently. 

The agreement is in pur¬ 
suance of the joint declara¬ 
tion signed in Janaury J976, 
by Mr K.C. Pant, the union 
minister for Energy, and Mr 
Raymond Barre, the French 
minister of Foreign Trade, 
envisaging promotion of co¬ 
operation in the field of elect¬ 
ric power generation and 
transmission between Indian 
Central Electricity Authority 
(CEA) and the Electricite’ de 
France (EDF). 

The agreement between the 
CEA and EDF provides for a 
collaboration covering ex¬ 
change of information and docu¬ 
mentation, study tours and tra¬ 
ining in organisations of the 
EDFand CEA and deputation 
of experts to India from EDF 
to advise on technical, economic 
and commercial aspects relat¬ 
ing to the power supply indus¬ 
try. It also provides for stu¬ 
dies of the problems relating 
to administrative and commer¬ 
cial aspects and studies relat¬ 
ing to commissioning and 
operation of power plants and 
power systems. 

The agreement provides for 
the representatives of both 
parties to meet once a year to 
draw annual programme for 
collaboration. It is expected 
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that the first programme would 
cover areas of hotline main¬ 
tenance of transmission and 
distribution [networks; and 
instrumentation and automa¬ 
tion and control of super-ther¬ 
mal power stations. In addi¬ 
tion areas of development of 
bulb hydro plants and man¬ 
power development, cadre 
management and other matters 
of genera] interest. 

World Trade 

the Yearbook of Internation¬ 
al Trade Statistics , 1975 issued 
by the United Nations, reflects 
a slight increase in world trade 
in 1975 in value terms. World 
exports were approximately 
US$870,000 million in 1975 
compared with US $842,000 
million in 1974. However, this 
slight increase of the value of 
the world trade—-about three 
per cent—is lower than the 
rate of price increase and it is 
estimated that in real terms, 
the exports of the market eco¬ 
nomy countries was seven per 
cent lower in 1975 than in 1974. 
This drop in volume was un¬ 
precedented since World War 

ir. 

Because of the slight dec¬ 
rease in realised prices of crude 
petroleum, the share of the 
Oil Producing Exporting 
Countries (OPEC) in the value 
of exports of all of the deve¬ 
loping countries decreased 
from 55 per cent of the total 
exports of developing countries 
in 1974 to 53 per cent in 1975. 
However, the share of imports 
of OPEC countries continued 
to increase from 21 per cent 
in 1974 to 28 per cent in 1975. 
Thus, the imbalance of the 
trade of the OPEC countries 
decreased and the surplus was 
reduced from US $86,700 mil¬ 
lion to US $58,500 million. 

In current dollars the exports 
of the other developing count¬ 
ries were inl975 at the same level 
as in 1974, whereas imports 


increased by about six per cent. 
Their imbalance of trade thus 
increased from US $28,900 mil¬ 
lion to US $36,200 million. Dur¬ 
ing the same period the price of 
their imports increased by 
about 12 per cent, whereas a 
slight decrease in the price of 
their exports has been noted. 

As far as developed count¬ 
ries are concerned, their trade 
imbalance was almost halved 
from US $68,800 to US $35,700 
million. In current dollars 
their exports have increased 
by six per cent and their im¬ 
ports are at the same level as 
in 1974. 

Railway Traffic 

Freight Traffic : The origi¬ 
nating revenue-earning freight 
traffic of the railways in 
January, 1977, amounted to 
19.48 million tonnes, up by 
1.54 million tonnes as compa¬ 
red to the corresponding 
month of last year and 1.98 
million tonnes as compared to 
the target. 

Cumulative total revenue¬ 


earning tonnage lifted by the 
railways from April, 1976 to 
January, 1977, was 173.07 
million tonnes, 13.33 million 
tonnes more than the corres¬ 
ponding figures for the previ¬ 
ous year and 7.07 million 
tonnes over the proportionate 
budget target for the period. 
There was increased movement 
under all the plan head-wise 
commodities except iron ore 
for export as compared to the 
corresponding period of last 
year. 

Passenger Traffic ; The num¬ 
ber of passengers booked 
during the month of January, 
was 291.54 millions, an increase 
of 34.28 millions (13.3 per 
cent) compared to January, 
1976. Both suburban and non- 
suburan traffic registered an 
increase during January, 1977, 
the former of 12.5 per cent 
and the latter of 14.5 per cent 
over the corresponding figures 
for the previous year. 

The number of passengers 
booked in the period April, 


1976 to January, 1977 totalled 
2734.09 millions, registering 
an increase of 379.27 millions 
or 16.1 per cent over the pre¬ 
vious year's level of traffic. The 
increase in non-suburban traffic 
(21.3 per cent) was relatively 
more than the increase in the 
suburban traffic (12.1 per cent). 

ITDC to Build Five 
New Hotels 

The India Tourism Develop¬ 
ment Corporation plans to 
build five new hotels during the 
next two years. These will be 
located at Chandigarh, Siliguri, 
Gauhati, Jaipur and Agra. 

The new hotel at Windsor 
Place in New Delhi is also to 
be commissioned partially dur¬ 
ing this period. This will be 
ITDC’s biggest venture involv¬ 
ing an investment of about 
Rs 10 crores. The capacity of 
two existing hotels, the Lalitha 
Mahal Palace hotel at Mysore 
and the Qutab Hotel in Delhi 
is to be expanded by 30 rooms 
and 50 rooms respectively. In 
addition to the forest lodge 
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at Bharatpur, three more 
forest lodges at Kaziranga, 
Sasangir and Dandeli are to be 
commissioned on behalf of the 
Department of Tourism. The 
new hotels and forest lodges 
will add over 600 rooms to the 
existing accommodation. 

ITDC is today the largest 
accommodation chain with 15 
hotels, two motels, two beach 
resorts, 14 travellers lodges and 
one forest lodge having a total 
capacity of 2253 rooms. ITDC 
also runs ten restaurants at 
various places of tourist 
interest. 

Blending Technology 

With a view to supplement¬ 
ing the limited availability of 
cotton, the government has 
allowed liberal imports of cel- 
lulosic (viscose staple/polyno- 
sic) fibres, besides non-cel u I o- 
sic (polyester) fibre, and has 
made it obligatory on mills to 
ensure that 10 per cent of textile 
fibres used by them would be 
in any or all of these man¬ 
made fibres. 

Not all mills are fami¬ 
liar with the technology of 
blending man-made cellulo- 
sic fibres with cotton. Indian 
Cotton Mills’ Federation had, 
therefore, requested Mr T. V. 
Ananthan, director of Bombay 
Textile Research Association, 
to explain briefly the various 
aspects of technology of blend¬ 
ing viscose staple and polyno- 
sic fibres with cotton. This he 
has done with admirable 
clarity in the booklet entitled 
“Technology of Blending Vis- 
cose/Polynosic with Cotton”. 

The statutory obligation on 
the cotton textile industry to 
use man-made staple fibres 
provides an opportunity to 
widen the raw material base as 
well as the spectrum of pro¬ 
ducts through a progressive 
implementation of a multi-fibre 
policy. As bulk of the blends 
would presently comprise those 
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of cotton with the rayons, the 
technological aspects of 
processing cotton/rayon blends 
are discussed in the booklet 
with particular emphasis on 
optimum proportions of rayon, 
methods of blending, changes 
required in mechanical and 
chemical processing techniques, 
and organizational problems 
like usage of waste and coding 
for segregation of different 
lots and qualities along the 
processing line. Even though 
this booklet has restricted itself 
essentially with the problems 
of addition of rayon staple to 
the existing all-cotton range of 
apparel fabrics, there is wide 
scope for innovation with 
various types of blends, e.g., 
triple blends containing poly¬ 
ester, cotton and viscose or 
polynosic, and possibilities 
for evolving new fabric cons¬ 
tructions with better aesthetic 
appeal and functional proper¬ 
ties. 

Soviet Aid for 
Malanjkhand 

Government has decided to 
take Soviet technical assistance 
for the execution of the 
Malanjkhand copper-project. 
As this will be the first large 
sized open pit mine in hard 
rock, assistance is required in 
mine designing and planning. A 
team of Russian specialists 
had detailed discussion with 
representatives of Hindustan 
Copper to finalise the scope of 
consultancy needed for the 
project. A contract stipulating 
detailed terms and conditions 
of technical assistance is expec¬ 
ted to be entered into shortly. 

Hindustan Copper has drawn 
up an action plan for the pro¬ 
ject for the preparatory period 
of 16 months. Rs 6 crores have 
been provided for 1977-78, in 
addition to Rs 0.5 crores dur¬ 
ing 1976-77. The total cost of 
the project is likely to come to 
Rs 91.90 crores. For preparing 


detailed mine plans for opera¬ 
tions beyond the first six years, 
additional drilling spread over 
five years is being carried out. 
ten drilling rigs have been 
deployed at Malanjkhand by 
the Mineral Exploration Cor¬ 
poration. 

Singda Multi-purpose 
Project 

The Singda multi-purpose 
project (revised) in Manipur 
estimated to cost Rs 7.93 crores 
has has found acceptable, sub¬ 
ject to the concurrence by 
state Finance department. The 
apportionment of cost to irri¬ 
gation and water supply sector 
is Rs 4.79 crores and Rs 3.14 
crores respectively. 

The project was cleared by 
the Planning Commission in 
December, 1974 at an estima¬ 
ted cost of Rs 3.75 crores 
(irrigation Rs. 1.20 crores and 
water supply Rs 2.55 crores). 
The revised scheme envisages 
construction of a dam 50 
metres high across Singda 
stream 20 km. north-west of 
Imphal for water supply 
to Imphal and irrigation from 
the right bank canal taking off 
from the dam. The annual 
irrigation would be for 4148 
hectares. 

Madras Metropolitan 
Area 

The union ministry of Works 
and Housing, have sanctioned 
loans worth Rs 4 million to the 
Tamil Nadu government as Plan 
assistance for 1976-77 towards 
the Integrated Urban Develop¬ 
ment Schemes in the Madras 
Metropolitan Area. Out of 
this amount, Rs. 1.5 million 
are for water supply and sewe¬ 
rage. An equal amount is 
meant for construction of 
roads. The remaining rupees 
one million will be spent on 
the area development. 

The loans are for a period of 
25 years and carry an interest 
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rate of 5 i percent per annum. 
These loans are also subject to 
the condition that the state's 
contribution for the execution 
of the projects will be at least 
double the central government's 
contribution in the sectors of 
water supply and sewerage and 
roads and at least equal in the 
sector of area development. 
The amount will also be 
required to be passed on to the 
implementing agency at the 
same rate of interest. 

The International Develop¬ 
ment Association (IDA), an 
affiliate of the World Bank, is 
also providing $ 24 million to 
help finance a project designed 
to improve urban services and 
employment opportunities for 
the poor in the Metropolitan 
Area of Madras. This IDA 
credit will finance about 50 per 
cent of the cost of the project. 

Indian Books Abroad 

India’s export trade in print¬ 
ed matter has picked up in 
recent years. The value of the 
exports stood at Rs 3.36 crores 
in 1975-76 and Rs 1.58 crores 
in the first half of 1976-77. 
Printed books realized Rs 2.38 
crores and Rs 1.11 crores in the 
respective periods. Bangladesh, 
the USA, the UK, Singapore, 
Malaysia and Nepal are among 
the leading buyers in the cur¬ 
rent year. Newspapers, journals 
and other periodicals have also 
been active on export front. 
Their foreign exchange realisa¬ 
tion was of the order of 
Rs 6.26 million in 1975-76 
and Rs 14.2 lakhs in the first 
half of 1976-77. Other printed 
matter which India exports, 
includes picture post cards and 
greeting cards, paper labels, 
plan and drawings, calendars, 
posters and advertising matter. 

India today is stated to be 
the eighth largest book-produc¬ 
ing country in the world and 
the second largest in Asia 
(excluding China) after Japan. 
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It is the third leading producer 
of books in English. Over the 
years, the main importers of 
Indian books have been the 
USA, the UK, Federal Repub¬ 
lic of Germany, Malaysia, 
Singapore, Arab Republic of 
Egypt, Bangladesh, Nepal, Sri 
Lanka, Thailand, Iraq, Nigeria 
and Kenya. Children’s books 
produced in India are particu¬ 
larly popular in Malaysia, 
Guyana, Singapore, Mauritius, 
Kenya and Fiji. 

ASEAN 

The five members of the 
Association of South East 
Asian Nations (ASEAN)— 
Asia's only regional grouping 
—have taken a first, cautious 
step towards establishing a 
common market after nearly 
ten years of trying. An agree¬ 
ment was signed recently in 
Manila on preferential trading 
arrangements designed to sti¬ 
mulate the low level of trade 


among themselves and to 
eventually lower tariff barriers. 
This is still largely a statement 
of principle. All the foreign 
ministers—from Malaysia, 

Singapore, Thailand, Indonesia 
and the Philippines—stressed 
that the agreement was an 
important breakthrough. 

Indian Joint Venturas 
in Third Countries 

A relatively new development 
in the export of Indian know¬ 
how and industrial competence 
has been the advent of joint 
ventures in third countries. 
These joint ventures cover a 
number of countries all over 
the world. Malaysia has the 
largest number of joint ventures 
with Indian participation. 

There arc 23 units in produc¬ 
tion and 14 joint ventures 
under implementation in Mala¬ 
ysia. Next come Mauritius 
and Kenya with 10 and 9 pro¬ 


jects, respectively, in produc¬ 
tion or under implementation. 

Indian joint ventures have 
also been established in advan¬ 
ced countries like Canada, the 
United Kingdom, West Ger¬ 
many and the USA. Other 
Indian joint ventures have been 
operating successfully in Iran, 
Philippines, Sri Lanka, Hong 
Kong, Indonesia, Singapore, 
Malaysia, Thailand and Afgha¬ 
nistan. There are projects 
under implementation at pre¬ 
sent in Iraq, Saudi Arabia and 
Nepal. Among the African 
countries in which successful 
joint ventures have been estab¬ 
lished are Ethiopia, Kenya, 
Uganda, Nigeria and Zambia. 

The joint ventures have gene¬ 
rally been in collaboration 
with companies of other deve¬ 
loped countries as well as with 
local promoters. Through 
these projects, Indian industry 
is able to participate in pro¬ 


jects abroad which may not 
have been feasible otherwise. 
While being instrumental in 
promoting and forging new 
economic links with various 
countries, the joint projects 
make a substantial contribution 
towards India’s economic 
growth as well as that of the 
countries where the projects 
are located. India has been 
able to earn a substantial 
volume of foreign exchange 
through royalties, profits and 
consultancy fees. 

Cablss for Kuwait 

The Indian Cable Company 
Limited has recently won on 
behalf of consortium of Indian 
Power Cable Manufacturers 
an order for 11 KV paper 
insulated power cables and 
accessories valued at Rs 4.48 
crores from the ministry of 
Electricity and Water, 
Kuwait. 
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An Eastern Economist Feature 


Nepal on the March 



Plan for Economic Growth 


Nepal is rectangular in shape 
and is bordered by China in 
the north and India in the 
south, east and west. The 
country's area is approxima¬ 
tely 54,000 square miles, exten¬ 
ding from the Terai plains in 
the south to the mountain¬ 
ous regions in the north. In 
1975, the population was esti¬ 
mated at 12.5 million and the 
per capita income at about 
8100 per 3 ear. Nepal has 
only a few natural resources, 
and being a land-locked 
country, its access to the sea 
is only through India. 

First Plan 

For more than a century, till 
the early 1950’s the country 
was insulated from the rest of 
the world. No serious efforts 
towards its development were 
made. It was only in 1956 
that the country launched its 
first five-year Plan and got in¬ 
to the process of development. 
But the Plan was a failure. Un¬ 
stable political system was the 
major factor which hindered the 
development of the economy. 
For nine years until I960, the 


country had multi-party system 
and all through the decade 
the ruling government failed 
to deliver the goods. The 
hopes of the country and the 
people for a better life were 
not realized. As a result, the 
parliament was dissolved and 
the cabinet was dismissed on 
December 15, 1960. 

Partyle»s Democracy 

Having given serious thought 
to an alternative political sys¬ 
tem, His Majesty King 
Mahendra introduced the Party¬ 
less Panchayat Democracy as 
the country's viable political 
system. Under this system the 
countiy has consistently march¬ 
ed ahead on the road to pro¬ 
gress during the last 15 years, 
and it has now proved that 
this system is suitable for the 
country’s development. The 
structure of this system has 
been strengthened further 
under the dynamic leadership 
of His Majesty King Birendra. 
His Majesty's directive, which 
may be summed up in the 
terse phrase “politics for deve¬ 
lopment"has been very effec¬ 


tive in gearing the country’s 
politics towards development. 

With the Panchayat system 
at the grass roots level and 
with the guidance of the King, 
the country is trying to further 
accelerate the pace of develop¬ 
ment through planned proces¬ 
ses. It completed the fourth 
development Plan a couple of 
years ago and is now in the 
third year of the fifth Plan. 
This Plan unlike the previous 
ones accords priority to pro¬ 
ductive investment and empha¬ 
sises balanced regional deve¬ 
lopment on the very lines laid 
down by His Majesty King 
Birendra earlier in 1972. Keep¬ 
ing in view its geo-physical 
structure, the country has been 
divided into four regions—the 
Far Western, the Western, the 
Central and the rastern with 
regional centres respectively 
at Surkhet, Pokhara, Kath¬ 
mandu and Dhankuta. 

Growth Centres 

The growth centres monitor 
development work in respective 
regions, and at the same time, 
study the feasibility of establi¬ 


sh ing different projects. With 
the implementation of suitable 
projects in these regions and 
the linking up of growth centres 
by road, and the attainment 
of growth targets, the remote 
areas of Nepal will finally be 
able to get out of the vicious 
circle of underdevelopment and 
backwardness. There are 
indications that this approach 
to regional development has 
already started to yield posi¬ 
tive results. 

Self-reliance 

As explicitly stated by His 
Majesty King Birendra, the 
country’s ultimate aim is “to 
move along the road to self- 
reliance through mobilization of 
internal resources and their 
effective utilistion of stepped up 
production and axports by 
diversifying tit 7 development 
activities". Since the country 
is severely constrained by 
the absence of various pre¬ 
requisites of development the 
task towards self-reliance is 
a difficult one. In the past 
most of the programmes design¬ 
ed for raising the level of self- 
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sufficiency could not be achiev¬ 
ed because of flaws in project 
formulation and implementa¬ 
tion. To avoid such pitfalls 
several measures are now being 
taken to reduce the gap bet¬ 
ween target and achievement. 

One of these is the constitu¬ 
tion of the National Develop¬ 
ment Council (NDC). This 
council, consisting of members 
of the Planning Commission 
and persons drawn from various 
walks of life, provides under the 
chairmanship of His Maj:sty 
King Birendra, a good forum 
for constructive discussions and 
feed-back mechanism in the 
formulation of national level 
programmes and evaluating 
achievements. His Majesty’s 
addresses to the meetings of 
the Council work as guide¬ 
lines for development plans 
and focus on steps which 
should be taken in the coming 
years. In the 1975 meeting of 
the NDC, His Majesty stressed 


the need for the proper imple¬ 
mentation of people-oriented 
projects and evaluation of pro¬ 
gress on the basis of assess¬ 
ments of benefits derived by 
the people. This directive 
makes it clear that projects 
which bring about a substan¬ 
tial improvement in the living 
condition of the masses have 
to be designed and implement¬ 
ed properly in the coming 
years. The National Plan¬ 
ning Commission has al¬ 
ready taken steps to ensure 
proper implementation of the 
projects. Also, the king’s fre¬ 
quent visits to the growth 
regions and inspection of differ¬ 
ent projects have contributed 
a lot in checking the loophol¬ 
es and weaknesses in project 
implementation. 

Since agriculture is the 
mainstay of the Nepalese eco¬ 
nomy, agricultural develop¬ 
ment is a precondition for 
growth and industrialization. 


In recent years, the govern¬ 
ment has taken a number of 
measures to raise agricultural 
production. The fifth Plan 
has accorded top priority to 
agricultural development by 
allocating 34.5 per cent of the 
total outlay to this sector. The 
institutions entrusted with the 
task of providing finance and 
other inputs to agriculture 
have been expanded and made 
more efficient. The year 1975 
was celebrated as “The agricul¬ 
tural Year” which put increas¬ 
ed emphasis on agricultural 
development. While emphasis¬ 
ing agricultural development, 
equal attention is also given to 
industrialization. The fifth 
Plan aims at expanding the 
existing industries and estab¬ 
lishing several others so as to 
produce goods of daily neces¬ 
sities and some construction 
materials. The new industries 
include a rosin and turpentine 
unit, a magnesite and MFP 


fertilizer plant, a paper and 
pulp factory, and a cement 
industry in the public sector 
and 127 different factories 
based on agriculture, foresty 
and minerals in the private 
sector. Every effort is now 
being made to get these in¬ 
dustries established and it is 
expected that with their going 
into production, the country’s 
dependence on imports will be 
reduced and an increased level 
of self-sufficiency will be at¬ 
tained gradually. Besides, the 
country’s exports are also ex¬ 
pected to go up with a rise in 
agricultural production and in 
exportable commodities. 

The New Education Plan 
mooted some years ago has 
started to turn out the man¬ 
power required for develop¬ 
ment. Similarly, the imple¬ 
mentation of the New Com¬ 
munication Plan under the 
“Communications for Deve¬ 
lopment” programmes, has 
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been very helpful in integra¬ 
ting the national economy and 
awakening masses to co-ope- 
ratc in the processes of deve¬ 
lopment. On the adminis¬ 
trative front, the theory of 
reward and punishment has 
brought a new wave of admi¬ 
nistrative efficiency. While all 
these have undoubtedly con¬ 
tributed a lot in accelerating 
the procc s of development. 


the emphasis on people-orient¬ 
ed production and maximum 
utilization of manpower has 
added a new dimension to the 
country’s development stra¬ 
tegy. 

As in the past, the country 
is receiving assistance from 
many nations, big or small, 
and multilateral agencies. 
Because of the national policy 
of non-alignment and peace¬ 


ful co-existence, friendship 
with other nations has been 
strengthened further under the 
leadership of His Majesty 
King Birendrn, resulting in 
increased assistance to Nepal's 
economic development. 

The major overriding con¬ 
cern of all policies whether 
domestic or foreign is now 
focused in raising the level of 
Nepal's development and there¬ 


by promoting the well-being of 
the people. The country is 
fortunate indeed, to have 
Birendra as the leader who 
says, “/ consider my well-being 
in the well-being of my country¬ 
men. I have no interest other 
than those of my country and 
people 

—Nepal Rashtra Bank, 
Kathmandu. 


Industrial Support Services 

A Special Correspondent 


DiiRiNfi Tin past few years, a 
number of new institutions 
have been established in Nepal 
in order to encourage the 
speedy implementation of the 
agricultural and industrial pro¬ 
grammes and for the promo¬ 
tion of foreign trade. A train¬ 
ing centre has been set up for 
bankers and another centre has 
come into being for training 
administrators and managers. 
Given below are brief write¬ 
ups on these institutions :— 

The Industrial Service Centre 
(ISC) was established in 
November 1974 to assist in the 
implementation of the new 
industrial policy by providing 
non-banking services for indus¬ 
trial development. Nepal In¬ 
dustrial Development Corpora¬ 
tion, established in 1959, had 
hitherto assisted in the prepara¬ 
tion of projects and provided 
funds for private investment. 
The task of preparing indus¬ 
trial projects was assigned to 
the ISC in 1974. 

The principal objective of 
the ISC is to promote industrial 
development and its main 
functions are the following : 

—to carry out feasibility 
studies; 

—to organize training in 
industrial management; 


—to advise on ways of mo¬ 
dernising, expanding, diver¬ 
sifying and increasing the effi¬ 
ciency of industries; 

—to provide details of viable 
projects to potential investors, 

—to assume responsibility 
for the management of indus¬ 
trial districts; 

—to advise the government 
on matters of industrial policy 
and problems of implementa¬ 
tion. 

The centre's activities arc 
divided into three divisions: 
Industrial Promotion, Planning 
and Feasibility Studies; Indus¬ 
trial Districts; and Industrial 
Extension Services. However, 
the activities are inter-discip¬ 
linary and the centre utilizes 
the services of personnel from 
different divisions to handle its 
projects. 

The centre's activities arc 
controlled by aboard consisting 
of the chairman nominated by 
the government and representa¬ 
tives of concerned ministries 
and other institutions as mem¬ 
bers. 

Agricultural Projects Services 
Centre (APROSC) was estab¬ 
lished in 1975 for the following 
objectives : 

—to help make improved 


decisions by the institutions 
such as commercial banks. 
Agricultural Development 
Bank, concerned ministries of 
the government, international 
financing agencies, private 
institutions and individuals in¬ 
terested in investing in the 
rural sector; 

—to identify and formulate 
economically sound and finan¬ 
cially viable projects readily 
amenable to speedy implemen¬ 
tation : 

—to evaluate rural develop¬ 
ment programmes and projects 


and suggest improvements for 
effective implementation com¬ 
mensurate with pre-envisaged 
goals: 

- to develop a well-trained 
and practical-minded cidre of 
agricultural project analysts 
and evaluation experts in the 
country, and 

—to provide project ma¬ 
nagement and other related 
consultancy services to interes¬ 
ted parties. 

The centre uses a scientific 
approach in finding solutions 
to problems related to project 


t -\ 

Salt Trading Corporation 

Dr C.L. Shrestha 

For ages Nepal has been dependent on Tibet and India for its 
supplies of salt. The salt from fndia was imported by private traders 
who, very often, were not able to keep the country continuously fed by 
this vital mineral in adequate quantifies. Jn order to maintain a regular 
fl r.v of salt into Nepal, the Salt Trading Corporation Ltd. was estab¬ 
lished on September 11 which went into business with the State 
Trading Corporation of India. Operational centres were opened at 
Biratnagar, Birganj, Kathmandu and Bhairahawa. 

The Corporat'oii took upon itself the responsibility not only 
to distribute salt in different parts of the country but other essential 
commodities as well su:h us sigar, flour, oilseeds, maida, atta, suji and 
bran. It did not intend to compete with private traders who were 
allowed (he freedom to work independently or as its agents. 

It is not widely known that deficiency of iodine in the diet of the 
vast sections of the people of Nepil has very otten led to the spread of 
goitre which resulted in sub normal growth. Iodine administration 
through iodised salt intake is the only practical step to correct this 
maladv. The financial assistance of Ks. 50 lakhs in 1973-74 and Rs. 75 
lakhs in 1974-75 extended by the government of India was meant to 
subsidise the cost of iodinisntion. transport, storage and salt distribu¬ 
tion in the remote areas of the country. The programme for making 
iodised salt available to the people which started in 1973-74 has already 
male headway despite various impediments to distribution in the highly 
difficult terrain of the country. This gesture of goodwill by the govern¬ 
ment of India has been highly appreciated by the people of Nepal. 

V_ J 
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T Salt Trading Corporation Im 

Distributors of Essential Commodities in Nopal 


P.O. Box No. 483 
Kalimati, Kathmandu, Nepal 


Grams: “NOON” 


Phones: 12-208, 14-938 
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analysis and evaluation in GATT), Geneva. It is engaged 

diverse fields of agrciulture in product development pro- 

including horticulture, live- grammes, market research 

stock, poultry, fishery, irriga- studies, building up of com- 

tion, water management and mercial infrastructure and 

integrated rural development, trade information and counsel- 

While preparing projects for ling services, etc. It also under¬ 
investment main stress is put takes activities related to ex¬ 
on rural areas in general and port promotion strategy as 

small farmers in particular, envisaged in the national 

The centre aims at preparing a Plan of the country so as to 

portfolio of readily implement- diversify the foreign trade 

able projects for financing by pattern, 

both the internal and external The Tpc is an intern ational 
financing agencies. trade me dium which centra- 

The centre, an autonomous flzes the flow of business op- 

organisation, is responsible to portunities on behalf of provided to all interested par- small-scale sector and agricul- 

and governed by a board of businessmen both in Nepal and ties. tural finance. These courses 

directors consisting of represen- abroad. It also offers informa- Established in Kathmandu have been provided to assis- 
tatives from concerned minis- tion to exporters on customs in 1970 by Nepal Rastra Bank tants, head assistants, officers 
tries and financial institutions. and transit problems and the Bankers’ Training Centre and senior officers from various 

The Trade Promotion Centre assists the business community (BTC) has provided training in financial institutions and other 

(TPC) established in 1971 is a in international market re- general courses covering bank- organisations, 

government undertaking to pro- search. The Documentation ing, introductory banking, pre- The Centre for Economic 
mote the export trade of the Unit provides free documented service induction, central bank- Development and Adminisfra- 

country. The TPC is also an information to all exporters, ing, seminar-cum-training on tion (CEDA), a research insti- 

official liaison for International Free trade information and personnel management, train- tute under Tribhuvan Univcr- 

Trade Centre (UNCTAD/ counselling services are also ing on financial services for the sity, conducts various training 


^ How India gave tbe world the 
'of indeterminate equations. 

History owos a debt to three Indian 
mathematicians of 1500 years ago who 
developed Algebra to give meaning to 
the meaningless. Bhaskara, who 
originated tne radical signs. 
Brahmagupta, who created the 
symbols. Aryabhata, who worked out 
the first equations. Original thinkers*, 
they expanded man's horizon In his 
unending search for knowledge. A 
search that continues today In new 
directions with newer tools ... among 
them, a machine that helps man in 
more ways than any other invention In 
history : the computer. We are proud 
that IBM introduced the manufacturing 
of computers and other data 
processing equipment In India, which 
are helping the nation meet the 
.challenge of building a new tomorrow. 


IBM 



« 

I 

f 


Raghupati Juts Mills 

Incorporated in 1946 as a public limited concern, Raghupati Jute 
Mills was later turned into a public sector undertaking. After Birntnagar 
Jute Mills, the pioneer jute mill of Nepal, it is the second jute mill 
established to utilise jute products in a scientific way. It has the capacity 
lo produce 15,000 tonnes of jute goods. The ratio of production is 30 
per cent hessian and 70 per cent sacking. 

This jute mill was in bad shape while It was in private sector. It could 
not be managed well. In order to save It from liquidation, the government 
took it over in public sector in 1955 and since then it is making visible 
progress. At present the government owns shares worth Rs. 46,50,000 
while other shareholders have flic investment uf Rs 24,88,000. It has 
undergone considerable changes in administration and also in its opera¬ 
tional works. New machineries have been added and it has been toned 
up for better production and efficiency. In recent years, it has begun to 
show profit in its balance sheet and has been considered a promising jute 
mill having a bright future. 


_ / 
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With Best Compliments 


from 


$ 

t 


NATIONAL TRADING LIMITED 

TBKU 

Phone Nos : 12924, 12925, 11962, 12993 & 14395 
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r 

♦ 


For your all kinds of Banking Needs 


-■* 

♦ 

♦ 

♦ 

♦ 

♦ 


Please Contact: 


♦ 

* 


RASTRIYA BANIJYA BANK 

(Fully owned by H.M.G. of Nepal) 


t 

* 

* 


Central Office 

Bagh Bazar, Kathmandu 

Nepal 

Ph. Nos- 11364, 13885 


Kathmandu Office :■ 
Ganga Path, 
Kathmandu, Nepal 


Branches all over the country 


L~~ 
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programmes for persons invol¬ 
ved in administration and 
management in government 
departments and ministries and 
private organisations. These 
training courses on manage¬ 
ment and public administra¬ 
tion cover marketing manage¬ 
ment, inventory control, per¬ 


sonnel management etc. Regu¬ 
lar programmes of three 
months' duration arc based on 
development planning and ad¬ 
ministration for civil servants. 
A new programme under the 
District Administration Plan 
provides training courses to 
Chief District Officers and 


Panchayat Development Offi¬ 
cers who play major roles in 
the country’s local government 
system. 

The industrial policy of 
Nepal has provision for the 
establishment of the Institute, 
of Standards the chief 


functions of which will be 
to determine standards 
for the production process; to 
determine standards on the 
quality of products and certify 
the quality; and to issue trade 
marks for high quality pro¬ 
ducts so as to safeguard the 
interest of consumers. 


Royal Nepal Airlines 

I. K. Pradhan 


Air transport system was in¬ 
troduced in Nepal as a basic 
socio-economic necessity. Con¬ 
sidering the topographical 
diversities of the country avia¬ 
tion seemed to be the only 
viable means of connecting its 
far-flung areas to expedite 
socio-economic mobility and 
cohesion among the people. 
The history of development of 
air transport in Nepal is closely 
associated with the history of 
development of RNAC (Royal 
Nepal Airlines). Though a 
beginning in air service was 
made as early as 1950 by an 
outside carrier called the 
Himalayan Aviation, the 
Royal Nepal Airline.', Corpora¬ 
tion (RNAC) was established 
in July 1958. The routes 
operated then by one DC-3 
were a few stations within the 
country, such as Simra, Bhai- 
rawa, Biratnagar and Pokhara, 
whilst the external network 
covered Kathmandu-Patna, 
Kathmandu-Calcutta, and later 
on Kathmandu-Delhi and vice 
versa. 

Fleet Increase 

With the increase of fleet 
strength to 5 DC-3 by 1962, air 
service to Dacca was also 
started—a new landmark in 
JRNAC’s route expansion then. 
|JBy 1965> the airline was in 
"possession of as many as 8 
DC-3s, and the internal ser¬ 
vices were expanded to cover 


more than a dozen stations. 
During the same period Pila- 
tus porter service on charter 
basis had also been introduced 
to air-link higher altitude 
resorts such as Jomosom, Jiri 
etc, in the northern Himalayan 
region. Later, in pursuance 
of the policy of fleet moderni¬ 
sation, the first turbo-prop 
(F-27) aircraft was added to 
the hitherto existing fleet of 
DC-3. The Fokkcr Friendship 
service was introduced in April 
1966, in the external routes of 
RNAC. 

Augmented Strength 

Subsequently, two HS-74X 
turbo prop aircraft were 
also brought to further aug¬ 
ment the fleet strength. The 
Avros continued to operate in 
the external routes in place of 
the Fokkcr Friendship. These 
Avro services were introduced 
even in some of the domestic 
routes such as Pokhara, 
Bhairawa, Biratnagar, etc— 
thus providing increased com¬ 
fort and payload for the in¬ 
creasing volume of internal tra¬ 
ffic. In pursuance of the 
gradual phasing out of obsolete 
DC-3 aircraft, and in keeping 
with the need of opening up 
more remote areas of the 
country, RNAC took steps to 
establish the STOL air service 
(Short take-off and landing at 
higher altitude airfield) on 
a more permanent basis. Ini¬ 


tially two twin Otter aircraft 
and two Pilatus Porters opera¬ 
ted in 1971-72. By 1973, addi¬ 
tional three twin Otters were 
obtained from De Havilland 
Aircraft of Canada. The STOL 
planes helped RNAC to extend 
its operations to new points 
such as Lukla, Jumla, Tumling- 
tar, Rumjatar, Lamidanda, etc. 
Opening of these remote moun¬ 
tain resorts greatly widened 
the prospects of developing 
mountain tourism and trekking 
in Nepal, besides serving as 
vital lifeline of transport and 
communication for the far¬ 
fetched areas of Nepal. 

During I972,a vital change 
was witnessed in the re-equip¬ 
ment plan of RNAC, when it 
decided to start its Boeing 111 


non-stop jet service to Delhi, 
and Calcutta (September 15, 
1972), and to Bangkok, from 
October I, 1972. 

The international operation 
is a basic necessity to maintain 
contact with the outside world 
in view of the landlocked situa¬ 
tion of Nepal. Since tourism 
industry is one of the impor¬ 
tant components of Nepal's 
national economy, the interna¬ 
tional services are indispensable 
for the promotion of tourist 
traffic to Nepal. Also, the 
development of external trade 
and commcicc through air- 
cargo and freight carriage 
services are also essential. 

I he scheduled domestic 
flights to such places as Birat- 




Beema Sansthan 

In order to mobilise the internal resources and capital for the eco¬ 
nomic development of the country, to minimi.se the expenses on foreign 
currency and to check the drain of national capital on account of life 
as well as general insurance business, the corporation was established 
on December 15, 1968 under the Rastriya Bcenia Sansthan Act 2025. 

Among others, some of the main functions of the corporation arc to 
underwrite life and general insurance business. 

Financial Position: 


Authorised Capital 
Issued Capital 
Subscribed Capital 
Paid-up Capita] 


Rs. 1,00,00,000 
Rs. 44,00,000 
Rs. 42,00,000 
Rs. 47,00,000 


Though one of the main functions of the corporation is to carry out 
life and general insurance business, it at present underwrites general 
insurance bysiness only. It has made remarkable progress within tlie 
short period and presently almost all general insurance business of Ncnal 
is handled by it. 

Preliminary work has almost been completed to start life insuraace 
business and the corporation will commence this business soon. 
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nagar, Pokhara, Simra, Bhai- 
rawa, Nepalgunj, Dang, 
Dhangadi, Gorkha, Janakpur, 
Raj Biraj and Bhadrapur cater 
for the needs of tourists. 

STOL charter operations 
serve the tourist traffic. Jn 
order to divert a substantial 
percentage of the international 
tourist traffic to outer resorts 
of Nepal, regular charter ser¬ 
vices arc provided for group 
travels to such places as Lukla, 
Phaplu, Langtang, Jomosom, 
Shyanghochc and Jiri. Thus, 
the visitors can find convenient 
access to the snow-peaks and 
hidden valleys of the Himalayas. 

Substantial socio-economic 
mobility luis been achieved as 
a result of air transport deve¬ 
lopment in Nepal, as would be 
clear from a study of the statis¬ 
tics given in Table I of passen¬ 
gers carried in the domestic 
sector. 

The period 1966-69 shows a 
positive growth while a gradual 


fall is indicated from 1970 to 
1973-74. It may be stated that 
prior to 1970, most of the 
surface transport facility con¬ 
necting various stations 
such as Kathmandu-Pokhara, 
Pokhara-Bhairawa, Kathmandu- 
Janakpur, etc, had not been 
opened, and the air service was 

Tam f 1 

Passengers Carried : Domestic 
Network 


Year 

Number of 
passengers 
carried 

1966 

74,023 

1967 

95,683 

1968 

144,135 

1969 

163,453 

1970 

152,206 

1971-72 

134,234 

1972-73 

133,303 

1973 74 

111,611 


the only means of connection. 
During this period, the 
DC-3’s were gradually phased 
out and replaced by modern 
Twin Otters. In the case 
of the STOL aircraft 
the load factor proved much 
better than the larger DC-3. 
Subsequently, surface transport 
also increased as a result of 
the completion of different 
feeder roads. This fall in 
domestic traffic does not how¬ 
ever indicate lesser utilisation 
of RNAC fleet. 

As a result of the well-knit 
operational network covering 
practically every part of Nepal, 
RNAC has been able to make 
significant contribution in 
enhancing trade and commerce 
of the country. The extent to 
which air transport services 
have helped in expeditious 
haulage of commercial goods, 
and in the promotion of ex¬ 
port trade by RNAC's external 
air cargo service, may be easily 


assessed from the data given . 
in Table II. 

Table II j 

Volume of Cargo 

Year Volume of j 

cargo up- j 
lifted in kg | 
(interna¬ 
tional) ! 

1971- 72 320,465 

1972- 73 464,178 

1973- 74 644,228 

Table III 

Frieght, Baggage and Mail 
Carried 

Year Total weight Mail 
of freight in kg j 


and baggage ! 

1967-68 

24,12,3,19 

1,14,330 

1968-69 

24,26,153 

1,17281 

1969-70 

22,03,487 

98,484 

1970-71 

18,11,593 

99,578 

1971-72 

17,18,551 

1,04,698 

1972-73 

15,50,503 

1,10,369 

1973-74 

9,56,162 

78,576 


1 
i 


i 

i 

i 
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Long Live Nepal—India Friendship 


Himal Iron & Steel (P) Ltd. 
Bhajuratna Engg. & Sales (P) Ltd. 
Himal Oxygen (P) Ltd. 
Syamukapu Trading Co. 

JYOTI BHAVAN. KANTIPATH 
Post Box No. 133 
KATHMANDU, NEPAL 


Phones : 11490/11290 


Cable: HIMAL IRON 
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National Trading Limited 

National Trading Limited was incorporated in March 1962 to stabi¬ 
lise the domestic trade market of Nepal. In 14 years, it has handled goods 
worth more than Rs 200 million and has gained good experience in 
trade and commerce. 

It has taken appropriate steps to increase Nepal's exports and it 
has also ventured to undertake other measures to contribute its due share 
in Nepal's trade and commerce. By establishing various branches in 
the country, it has given an impetus to domestic trade. 

It has established a section to handle “Clearing and Forwarding” 
work, it runs a duty-free shop at Tribhuvan Internationa] Airport, 
Kathmandu. It maintains a research section to improve Nepal’s trade 
and commerce. It runs workshops to facilitate repairs of vehicles hand¬ 
led by this organisation. 

Registered as a limited concern, it has a board of directors constituted 
by the government to formulate plans and policies. As executive head 
of the organisation, the government of Nepal details one of its senior 
officers to run the organisation. 

Industries 

at a Glance 

Himal Cement Factory 

It is one of the large industrial units of Nepal and is the first of its 
kind. It is located at Chover about five km. to the west of Kathmandu 
city, within the Kathmandu valley. 

The credit for setting up this unit goes to the government of Nepal. 
West German technical help was sought for its construction. Its machinery 
was imported from West Germany though it is managed by Nepalese 
personnel. 

In view of the increasing demand for cement, this unit is at present 
working three shifts. Its annual production is worth four crores of 
Nepalese rupees. 

Quality control measures are very strictly adhered to by this unit. 

The main raw material for this industry is limestone which is carried 
to the factory by means of conveyer belts from the quarries. The other 
raw materials are red earth (mud) and Beeza Coke. As for the red mud 
it is available at the factory site whereas Beeza Coke is imported from 
India 


Rastriya Banijya Bank 

Established in January 1966 the Rastriya Banijya Bank is a govern¬ 
ment-sponsored commercial bank. It was started with a paid-up capital 
of Rs 3 million all of which was subscribed by the government. It has 
made marked progress and has provided banking facilities to all areas of 
Nepal. 

The establishment of this bank fulfilled a long-felt need of a banking 
organisation to inculcate banking habit among the people. The efforts 
of Nepal Bank Limited alone were not sufficient to cover the entire 
country and to provide sound banking facilities to the people. Besides, 
Rastriya Baitijya Bank being a bank folly-owned by the government has 
enough scope for speedy development. Banking has yet to be developed 
in many remote areas of Nepal. 

Within a short period of its existence Rastriya Banijya Bank has 
established its own distinct place in commercial banking and is now 
poised to serve its ever-increasing clients in an improved manner. 


Progress of Salt Trading Corporation 

Rs. in million 


Fiscal Year 

1963-65 

1968-69 

1973 74 

Share 

0.50 

1.00 

3.83 

Proprietorship 

0.59 

1.74 

4.44 

Total liabilities 

0.97 

3.19 

6.85 

Fixed assets 

0.03 

0.35 

1.24 

Total current assets 

1.56 

4.59 

32.21 

Total capital employed 

1.56 

4 94 

33.45 

Sales 

4. 6 

12,98 

122 3 

Salt sold (in value) 

1.71 

5.19 

18 27 
(1974-75) 

Sugar sold (in value) 

2.63 

6.91 

89.63 
(1974 -75) 

Expenses 

0.17 

0.55 

2. 1 

Percentage of sales 

3. 6 

4 2 

1.75 

Profit 

0.14 

0.38 

1. 4 

(1972-73) 

Tax paid 

0.04 

0.2 

0.76 

(1972-73) 

Interest on borrowed money 


0.05 

0.46 

Wages/salaries 

Rate of return on net capital 

009 

0 29 

0.77 

employed in 

Figure of Inventory in % of 

11 0 

9.6 

19.9 
(1971 72) 

sales 

Bank loan plus interest in % 

10.5 

22.7 

22,6 

of total asset employed 
Ratoof total employed capital 

turnover 

13.3 

25.78 

Maximum 

— 

— 

7.7 

(1969-70) 

Minimum 



7.0 

(1971-72) 
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The number of passengers 
carried by RNAC from 1958-59 
to 1973-74 since its inception 
is given in Table IV. 

From 32,206 passengers 
carried in 1958-59, the traffic 
has multiplied six times to 
194,578 during 1973-74. 

Table IV 

Passengers Carried by RNAC 


Table VI 

RNAC Flight Schedule for Tourists 


Type of flight 


Sector 


Aircraft & frequency 


Approx, number of 
tourists utilising the flight 


Year 

Total number 
of passengers 
carried 

1958-59 

32,206 

1959-60 

50,584 

1960-61 

61,955 

1966-67 

165,676 

1967-68 

167,696 

1968-69 

190,232 

1969-70 

182,538 

1970-71 

196,646 

1971-72 

166,529 

1972-73 

190,455 

1973-74 

194,578 


Mountain flight 
(cx-Kathmandu) 

STOL service to 
mountain resorts 


Wildlife for ad¬ 
venture (Royal 
Chit wan park) 


1 hour excursion 
covering Eastern 
Himalayan Range 
Kathmandu-Lukla 
K a th man d u-Phapl u, 
Langtang, Shyang- 
boche etc. 

Kathmandu- 

Meghauli 


HS-748 (44 seater) 2-3 flights 
per day operation subject to 
weather and other conditions. 
Twin Otter (18-20 seater) 
Pilatus Porters (5-7 seater) 
2-3 charters per sector per 
day subject to weather con¬ 
dition etc. 

Avro, or Twin Otter or Pila¬ 
tus Porter—once a day 
scheduled charter. 


15,000-20,000 per season 


more than 
annum 


15,000 per 


5,000 to 7,000 approx. 


One of the most significant 
contributions made by RNAC 
is in the sphere of promoting 
the tourist industry and travel 
trade business. This has been 
done both by increasing the 
volume of tourist traffic to 




KEY ROLE OF FCI 

The Fertilizer Corporation of India Limited is the 
single largest producer of plant nutrients in the 
country. 

FCI’s seven functioning units at Sindri, Nangal, 
Trombay, Gorakhpur, Namrup, Durgapur and Barauni 
have the installed capacity of over nine lakh tonnes 
of plant nutrients. This will rise to over 26 lakh 
tonnes when additional plants under construction, and 
in advanced stages of planning, go on stream. 

Backed by its intensive Research A Development 
efforts FCI has now developed its own know-how, 
design and engineering capability and can execute six 
to eight modern fertilizer plants at a time from the 
blueprint to the final commissioning stage. 

With a vast network of sales outlets and active promo¬ 
tional measures, FCl now serves farmers in most 
parts of the country. 


$ 

$ 


Nepal, as well as by operating 
special tourist-oriented feeder 
air services to tourist resort 
centres. The performance of 
RNAC's international opera¬ 
tions may he assessed with re¬ 
ference to the passengers 

Table V 

RNAC s International Sector 


to 


Year 


$ 
t 
i 


THE FERTILIZER CORPORATION OF INDIA 
LIMITED 


1971- 72 

1972- 73 

1973- 74 


Number of 
passengers 
carried (total) 

32,295 

57,152 

82,967 


carried during 1971-72 

1973- 74 given in Table V. 

As a result of the increasing 
volume of international tourist 
traffic to Nepal, some of the 
flights have been intensified 
as may be observed from 
the schedule covering the 
tourist season (October-May) 
given in Table VI above. 

A comparative study of 

1974- 75 and 1975-76 given in 
Table VII also indicates that 
RNAC has made signilicant 
improvement in its perfor¬ 
mance: 

The year 1975-76, thus, has 
shown marked progress. Pas¬ 
senger traffic recorded 13.5 per 
cent increase over the previ¬ 
ous year. Similarly, mail car¬ 
ried increased by 14.5 per cent 
as compared to 1974-75. Rcvc- 


Tabll VII 

Performance of RNAC in 1974-75 to 1975-76 


Year 


Mail 
carried 
in tons 


1974- 75 

1975- 76 


104 

108.7 


Passengers 

carried 


2,22,691 

2,53,002 


Hours 

flown 


7,736 

8,851 




Revenue earned 
(Nepali Rs) 


9,85,00,707 

11,57,90,867 
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WELCOME TO NEPAL 


♦ 

♦ 

♦ 

\ 

$ 

♦ 


♦ 

♦ 

* 


To visit Nepal is to gather in your memory a series of experiences 
of trekking in the interesting and remote mountain villages of Nepal, 
to enjoy close-up views of the Himalayan giants, passing through the 
temple complex of matchless artistic excellence, meeting with the 
hospitable people of the Orient, and witnessing the most 
colourful events that take place almost every day. 


For Detailed Information please write to : 


His Majesty's Government 
Ministry of Industry A Commerce 

DEPARTMENT OF TOURISM 

Ram Shah Path, Kathmandu 


Phones 


11293 

14519 


Telegram : Tourists 


i--o— 




i 

FOR 

ESTABLISHMENT EXPANSION 
& 

MODERNISATION 
OF 

INDUSTRIAL PROJECTS 
INCLUDING 
HOTELS (TOURISM) 
in the country 


i 

i 

i 

i 

i 

* 


* Financial Assistance for the Fixed Assets 

* Local and Foreign Currency Loans 

* Loan upto 15 Years Period Repayable in instalments 

* Free Information About Industrial Investment 

* Facilities of Project Establishment in Industrial Districts 


Please step in or mite to 


NEPAL INDUSTRIAL DEVELOPMENT CORPORATION 


NIDC BUILDING, DURBAR MARG 
P.B. No. 10, KATHMANDU, NEPAL 


i 

| r.o. pi v. ivsi r\« 1 niviMnuu, ncr«u j 
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nue passenger kilometre flown 
during 1975-76 registered a 
rise of 10.1 per cent over the 
previous year. 


With the opening of more 
airfields in various parts of 
Nepal, addition of new equip¬ 
ment, both for internal as well 


as external expansion of routs, 
RNAC as a vital public sector 
corporate institution is expected 
to play in the coming years a 


rtiore dominant role in keeping 
with the development-oriented 
national policy of the coun¬ 
try. 


Agriculture Inputs Corporation 


Agriculture is the major 
enterprise of Nepal, employ¬ 
ing over 90 per cent of 
the labour force and account¬ 
ing for more than 65 per cent 
of gross domestic product. 
The traditional method of 
farming can provide subsistence 
standard of living only. There¬ 
fore, modernisation in farming 
practices in Nepal has be¬ 
come important. 

Agricultural production 
could be increased either by 
extensive or by intensive farm¬ 
ing. Among these alternatives 
extensive farming method 
seems quite impracticable in 
the long run due to the limited 
land factor. Intensive farming 
wherein production is optimis¬ 
ed from a given piece of land 
with the help of modern agri¬ 
cultural inputs is the only 
reliable solution to meet the 
problem of agricultural growth. 
Agriculture Supply Corpora¬ 
tion was, therefore, established 
in 1966 in the public sector. 

Intensive Farming 

The present Agriculture In¬ 
puts Corporation (AIC) is the 
reorganised form of the Agricul¬ 
ture Supply Corporation. Dur¬ 
ing the period mid-July 1972 
to end of 1974, this corpora¬ 
tion was also entrusted the task 
of food management. The pre¬ 
sent AIC has the main objec¬ 
tive of marketing modern 
agriculture inputs essential for 
intensive farming throughout 
the country. 

Prior to the establishment 
of this corporation in 1966, 
modern technology of farming 


was almost unknown to the 
farmers of the country, except 
in a few districts. Use of 
chemical fertilizers, farm machi¬ 
neries, plant protection mate¬ 
rials, etc. has be?n sizably 
increased after the establish¬ 
ment of this corporation. 

Main Objectives 

The Agriculture Inputs Cor¬ 
poration has grouped the 
following main objectives to 
achieve the final goal of increa¬ 
sing agricultural production:— 

(a) to import chemical ferti¬ 
lizers by inviting global ten¬ 
ders so long as the country 
does not have its own produc¬ 
tion. 

(b) to undertake seeds 
multiplication programme in 
different regions, collect the 
seeds, process, treat and 
store them and then supply to 
farmers, 

(c) to import or procure 
locally chemicals for plant pro¬ 
tection and grain preservation 
and supply them whenever 
required to farmers, 

(d) to encourage the use of 
locally-produced agricultural 
tools and implements as well as 
to import agricultural tools 
and implements not produced 
in the country, and distribute 
them throughout the country. 

The AIC being a government 
undertaking is under the Food, 
Agriculture and Irrigation 
ministry. The board of direc¬ 
tors consisting of seven dire¬ 
ctors including the chairman 
nominated by the government, 
is the supreme body of the 


corporation. The secretary of 
the Food, Agriculturre and 
Irrigation ministry is the 
chairman of the board of dire¬ 
ctors. 

AH agricultural inputs which 
are not produced in the country 
are imported from abroad by 
tenders. Both fertilizer and farm 
machineries are imported from 
other countries Usually ferti¬ 
lizer procurement takes place 
twice a year. The quantities of 
fertilizers to be procured are 
assessed on the basis of de¬ 
mand forecasts made separately 
for dry and wet cropping 
seasons. All fertilizers are 
shipped to Nepal through the 
port of Calcutta and are trans¬ 
ported by Indian Railways to 
different railheads on the Indo- 
Nepal border. 

Besides the commercial im¬ 
port of fertilizers, the require¬ 
ments of fertilizers are also 
met by supplies received under 
different aid programmes. 
During the last ten years (from 


1966-76) AIC procured 1,77,186 
tonnes of different chemical 
fertilizers by commercial im¬ 
ports and about 77,724 tonnes 
of fertilizers were received in 
the form of aid. 

The corporat'on presently 
has warehouses totalling 30,700 
capacity and further 12,500 
tonnes capacity warehouses are 
under construction. Also the 
corporation has a master Plan 
to build further 23,000 tonnes 
capacity of godowns in the 
various parts of the country by 
the end of the current five-year 
Plan (1975-80). 

The progress so far made by 
AIC is remarkable (see table 
below) In the first year the total 
consumption of chemical ferti¬ 
lizers was 2,098 tonnes whereas 
in the fiscal year 1975-76 the total 
consumption of chemical ferti¬ 
lizers was 31,131 tonnes which 
is almost 15 times more in com¬ 
parison to 1966. The figures 
given in the table represent 
the progress made by the corpo¬ 
ration in the last six years. 


Performance of AIC—1970-71 to 1975-76 



1970-71 1 

1971-72 

1972-73 

1973-74 

1974-75 1975-76 

Chemical 
fertilizer (in 
tonnes 

17,728 

25,434 

32,575 

36,779 

36,361 

31,131 

Improved 
seeds (in 
tonnes) 

475 

1,135 

2,086 

1,826 

1,934 

2,055 

Agricultural 
tools (in Rs 
thousand) 

979 

13,58 

31,86 

209,25 

18,59 

47,23 
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WISHING FOR INTIMATE AND LASTING 
NEPAL—INDIA FRIENDSHIP 


FROM 



RAGHUPATI JUTE MILLS LTD. 


BIRATNAGAR 


IMAM Vi V WIMlh ViWMA VMV 


j 


ANOTHER MILESTONE BY ‘ISARC’ IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

A WROUGHT PRODUCTS: 

• Resistance Welding Electrodes & Dlscs-Rolled, heat-treated upto 650 mm In 
dia and 50 mm in thickness 

• Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 


Please send your enquiries to : 



THE INDIAN SMELTING A 

REFINING GO. LTD. 


mi 

Cable: LUCKY, Bhandup, 


ivJ 

(Non-Ferrous Division) 

Bombay. 

mZM, 

Phone: 584381 


L.B. Shastri Marg, Bhandup, Bombay-400 078 

Telex : ISARC 011-2384 
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Statistic$ 


Nepal's Fifth Plan 


A. Agriculture Increase 

1. Total agricultural production 19.2% 

2. Foodgrains and potato production 

From 4287800 to 5004720 tonnes 16.72 % 

3. Cash crops production 

From 446761 to 750945 tonnes 68.08 % 

4. Fruits production 

From 254000 to 270380 tonnes 6-44% 

5. Area under fruit trees 

From 32500 to 40500 hectares 24.61 % 

6. Vegetable production 

From 407500 to 648000 tonnes 59.1 % 

7. Fish production 

From 2600 to 5241 tonnes 102.0% 

8. Other livestock production: 

Meat— From 64839 to 74573 tonnes 15.01 % 

Milk (processed) 

Annual production capacity 15 million litres 

Cheese: Annual production capacity 92 tonnes 

Butter: Annual production capacity 100 tonnes 

9. Additional irrigation facilities 146000 hectare 

10. Total agricultural loan Rs. 142.3 crore 

11. Total sale of chemical fertilizer 162875 tonnes 

12. Area under improved seeds in 1979-80 

Foodgrains and potato 91167 hectare 

Cash crops 77790 hectare 

13. Resettlement: 

Net new area to be cultivated 52150 hectare 

No of families to be settled 

(including 25000 familes to 

be settled in a planned way) : 47500 families 

14. Cadastral survey 560000 hectare 

15. Land administration: Additional 

17 districts 

16. Number of districts where fixed Additional 

rent will be enforced 26 districts 

17. Afforestation 20000 hectare 

18. Demarcation of forest boundry 8080 K.M. 

B. Transport & Communications: 

1. Roads: 

Black top KM 490 545 

Gravelled KM 546 783 

Fair Weather : KM 137 262 

Total KM (Minimum) 1173 (Maximum) 1590 

ECONOMIST 


2. Suspension Bridge: 

Number of incomplete bridges to be completed: 17 

New construction (Number) (Minimum) 25 

(Maximum) 50 

3. Small Airfields (STOL) (Minimum) 4 

(Maximum) 5 

4. Local telephone exchange (addition) 13900 lines 

5. Micro-wave communication system : to establish 6 link 

channels 

6. Highway frequency duplex trunk system: to establish 4 

link channels. 

7. Establishment of postal services: 

Small post office 32 

Additional post office 316 

Internal moneyorder The services will be 

made available to 45 
districts 

C. Industry & Power: 

1. Cotton Textile 

Mill (annual capacity) 10 million metres 

2. Cement factory „ „ 170000 tonnes 

3. Resin & Terpentine 

plant „ „ 2900 tonnes of Resin 

737000 litre of 
terpentine 

4. Vegetable Ghee Factory „ „ 6000 tonnes 

5. Vegetable Oil Factory „ ,, 5000 tonnes 

6. Tea (Nepal Tea Deve¬ 

lopment Corporation) „ ,, 172500 Kg 

7. Magnesite Industry (annual capacity) 25000 sintered 

magnesite 
20000 Refractory 
Magnesite brick 
30000 Fused mag¬ 
nesium phosphate 
fertilizer 

8. Shoe and Leather (Bansbari) 

(daily production capacity) 600 pair 

9. Power 58945 KW 

10. Distribution lines 345 Km 

D. Social Services: 

1. Education: 

Primary education facility: To 64% of the primary 

school going childern. 

Lower Secondary education: To 50% of the total pri¬ 
mary school population. 

MARCH 18, 1977 


525 




Malaria eradication: 


Higher Secondary education: To 40% of the total lower 

secondary school popula¬ 
tion. 

Adult education 6,00,000 adults to be 

made literate. 



Higher Education 

High 

Middle 

Low 



(Number of students) 

level 

level 

level 

Total 

(a) 

Institute of Engineering 

48 

2897 

3930 

6875 

(b) 

Institute of Medicine 

— 

1885 

2705 

4590 

(c) 

Institute of Agriculture 

396 

638 

1093 

2127 

(d) 

Institute of Forestry 

15 

178 

644 

837 

(c) 

Applied Science and 
Technology Centre 


904 


904 


Total 

459 

6502 

8372 

15333 


2. Health: 






Establishment of new 

health post: 


459 


Establishment of new hospital : 15 (minimum) 

: 24 (maximum) 

(!5bcd each) 

Small-pox eradication: Total eradication from 

the country. 

Tuberculosis control: B.C.G. Innoculation to 

all the children up to the 
age of 14 in all the dis¬ 
tricts. 


Of the total 7.25 million 
malaria affected people, 
6.30 million will be under 
surveillance. 

Family Plannig: Family planning services 

to be made available to 
7,00,000 couples between 
the age of 15 and 45. 
1,00,000 married females 
will receive Ante-natal 
and Post-natal Services. 
5,00,000 childern below 
5 years of age, will be 
innoculated with B.C.G., 
Small-pox and D.D.T. 
vaccines. 

Crude birth rate will be 
brought down from 40 
per 1000 to 38 per 1000 
Mortality of children 
will be reduced from 
200 per 1000 to 150 per 
1000. 

3. Drinking water: 

Carry-over drinking water 
projects to be completed 

(number) 19 

New drinking water projects 90 (maximum) 

to be completed (number) 72 (minimum) 

Rural drinking water Number of projects not 

programme: yet specified. 

Additional drinking water 

per day: 14.6 million gallons, 

(excluding rural drilling water programme but includ¬ 
ing drinking water and sewerage Master Plan Project.) 



RASTRIA BEEMA SANSTHAN 

(National Insurance Corporation) 

is 

always at your service 
for 


Fire, Aviation, Motor, Personal Accident, Contractor's All Risks, 
Burglary & Housebreaking; Cash in Transit, Marine, Floater Fidelity 
Guarantee, Flight Insurance, Medical Aid Scheme etc. in 
GENERAL INSURANCE 
& 

Whole Life, Term Life, Endowment and Children’s 
Marriage & Education Endowment in 
LIFE INSURANCE 


Branch Office 
Hospital Road 
Biratnagar 
P. O. Box 58 
Nepal 

• 0*"4 



Head Office : 
Kantlpath 
Kathmandu 
Post Box 527 
Nepal 
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COMPANY 

AFFAIRS 


Mahindra Spicer 

Turner, Hoare & Co. Ltd, an 
affiliate of Mahindra & Mahin¬ 
dra Limited, will change its 
corporate name to Mahindra 
Spicer Limited. This will be 
effective from March 1, 1977. 

A premier engineering com¬ 
pany established in 1895, 
Turner, Hoare in collaboration 
with the world's leading auto¬ 
mobile ancillary manufacturer, 
Dana Corporation of the USA, 
manufactures in India automo¬ 
tive clutch assemblies suitable 
for tractors, passenger cars and 
commercial vehicles. The 
company will now broaden its 
manufacturing base by adding 
Spicer propeller shafts, axle 
shaftsand universal joint kits at 
its plant in Nasik, Maharashtra. 

Turner, Hoare pioneered in 
India the manufacture of hydro 
pneumatic ash handling plants 
and travelling water screens 
for thermal power stations, and 
continues to be the leader in 
this field. The company also 
manufactures the wellknown 
‘Pennwalt’ range of centrifuges, 
vegetable oil refining plants, 
transformer and mineral oil 
purifiers in collaboration with 
Pennwalt Corporation, USA. 

Later, during 1977, Mahindra 
Spicer will expand its capital 
base and enter the capital mar¬ 
ket offering equity shares to 
the Indian public. 

New Bank of India 

For New Bank of India Ltd, 
the year 1976 was one of splen¬ 
did performance, spectacular 
progress and significant achie¬ 
vements. Deposits pierced the 
target of Rs 190 crores fixed 
in the last business plan and 


touched the all-time high of 
Rs 211.64 crores, registering a 
phenomenal increase of 45.1 
per cent over 1975. Advances 
too recorded an astronomical 
rise of Rs 50 crores to Rs 131 
crores—a jump of 60.5 percent 
over 1975. A record number of 
65 brancheswas opened during 
1976 as against 34 in the pre¬ 
ceding year. The bank is thus 
making all round remarkable 
progress in all spheres of its 
operations under the dynamic 
stewardship of Mr D.R. 
Gandotra. 

Utkal Machinery 

The directors of Utkal 
Machinery Limited (UTMAI) 
have proposed a maiden divi¬ 
dend of 10 per cent for the 
year ended September 30, 1976. 
UTMAL’s sales rose to Rs S.6 
crores in 1975-76 from Rs 6.6 
crores in the previous year. 
Correspondingly, the com¬ 
pany’s profit after depreciation 
amounted to Rs 1.31 crores 
in 1975-76 as against Rs 1.05 
crores in 1974-75. The divi¬ 
dend will claim Rs 33.5 lakhs. 

Founded by Larsen and 
Toubro Limited in collabora¬ 
tion with three West German 
companies in I960, UTMAL 
became a subsidiary company 
of L & T in 1973. Its heavy 
engineering works at Kansbahal 
in Orissa are engaged in the 
manufacture of steel plant 
equipment, pulp and paper 
plant, crushing and screening 
plant, hydraulic equipment, 
metallic recuperators, heavy 
duty steel plant cranes and 
foundry products. 

Most of these items have 


been made for the first time in 
India. UTMAL continues to 
play an increasingly important 
role in import substitution. 
Over the last few years, 
UTMAL’s design and develop¬ 
ment departments have been 
considerably strengthened. 

Gujarat Stata 
Fertilizers 

The Gujarat State Fertilizers 
Company Limited has announ¬ 
ced dividend of Rs 22 per 
equity share to its shareholders 
for the year 1976. This is the 
highest dividend so far de¬ 
clared by GSFC. The com¬ 
pany has also silverlined its 
performance by satisfactory 
production, sales and profits, 
surpassing all the previous 
records. 

During the year 1976 GSFC 
was able to maintain its pace 
of progress satisfactorily. The 
company’s sales and other in¬ 
come reached a new high of 
Rs 109.76 crores against the 
previous year’s (nine months’ 
operation) revenue of Rs 89.38 
crores. During the year 1976, 
GSFC produced 4,50,783 MTs 
of fertilizers and 15,687 MTs 
caprolactam. The impact of 
this performance is reflected in 
the gross profit of Rs 34.78 
crores against Rs 28.99 crores 
in the previous year. After pro¬ 
viding for depreciation (Rs 6.79 
crores), investment allo¬ 
wance reserve (Rs 0.25 crore) 
and provision for taxation 
(Rs 16.10 crores), the net profit 
turned out for 1976 is Rs 11.64 
crores, inspite of increases in 
important elements of produc¬ 
tion costs of raw materials, 
utilities and plant repairs and 
maintenance, which the com¬ 
pany had to absorb during the 
year. In the previous year 
(nine months operation) the 
profit was Rs 9.53 crores. The 
recommended dividend on 
equity and preference shares 


will absorb an amount of 
Rs 2.92 crores. A sizeable 
amount of Rs 9.74 crores has 
been transferred to general 
reserve. 

The company’s reserves and 
surpluses and net worth have 
further advanced impressively 
after making required provi¬ 
sions, which indeed is an out¬ 
come of the company’s finan¬ 
cial stability, progressive out¬ 
look and enlightened manage¬ 
ment with ever-consciousness 
for maximising production and 
sales. 

Eagle Flask 

The well-kown Eagle Flask 
has signed a joint venture 
agreement with TANSI (Tamil 
Nadu Small Scale Industries), 
at Madras on March 2, 1977, 
for manufacturing Eagle 
Vacuum Flasks at Guindy, 
Madras. The increasing de¬ 
mand for Eagle flask has made 
it necessary for Eagle to aug¬ 
ment its production capacity. 
Eagle is thus revitalising the 
TANSI plant at Guindy, Mad¬ 
ras to begin the manufacture 
of Eagle vacuum flasks. Eagle 
will supply the latest technical 
know-how and sophisticated 
machinery to TANSI based on 
Eagle’s Japanese collaboration 
and world-wide experience. 
The proximity of Guindy to the 
Madras port for export ship¬ 
ments has been an added in¬ 
centive in persuading Eagle to 
join hands with TANSI. Many 
ancillary industries will be cal¬ 
led upon to supply the new 
Eagle-TANSI plant. Eagle 
flask finds its major markets in 
the coffee-drinking and selec¬ 
tive southern markets and the 
new plant at Guindy will 
shorten the supply routes to 
these consumers. 

The sales of Eagle flask 
have increased by 30 per cent 
in 1976 over 1975. For the 
seventh year (1975-76) in 
succession Eagle flask has 
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won the export badge and 
Certificate of Export Recogni¬ 
tion from Chemicals & Allied 
Products Export Promotion 
Council (CAPEX1L) for its 
export achievements. From 
an export consignment of 
Rs 27,000 FOB in 1963-64 
Eagle flask have soared to an 
export of over Rs 40,00,000 
FOB in *1975-76. Eagle flask 
has been exported to over 54 
countries including technically 
advanced countries such as 
Japan, West Germany, Russia 
(USSR), France, Poland and 
Yugoslovia. The international 
buyer is attracted by the range 
of 123 different models of 
Eagle flask. This is the lar¬ 
gest range available in the 
world today from any one 
single vacuum flask manufac¬ 
turer (photographs etc. of 
special models recently deve¬ 
loped for export, available on 
request for Press). 

Century Tubes 

Century Tubes Ltd is setting 
up a project to manufacture 
steel pipes and tubes, of high 
precision nature which are 
primarily used for the manu¬ 
facture of boilers, transfor¬ 
mers, shock absorbers, auto¬ 
mobiles, bicycles etc. The 
installed capacity will be 
12,000 tonnes per annum using 
the most modern process of 
manufacturing such tubes. The 
factory* will be located at 
Bhiwani, a backward district 
in the state of Haryana. The 
company has placed Order for 
the purchases of high fre¬ 
quency welding set with 
General Electric Co. of India 
Ltd. who are under the techni¬ 
cal collaboration with Messrs. 
Radyine Ltd. UK, well known 
in this line. It is proposed 
that the main tube mill and 
slitting line, which are most 
important items of machinery 
will be fabricated at the com¬ 
pany's own site while the re¬ 


maining machinery will be pro¬ 
cured indigenously. 

At present, there are about 
eight manufacturers in the 
country manufacturing such 
tubes* in the various sizes with 
the total installed capacity of 
about 64,000 tonnes, whereas 
the demand is much more. 
It is estimated that the demand 
of these tube by 1977—78 will 
be more than one lakh tonnes. 
There is only one worthwhile 
unit manufacturing such tubes 
in north Tndia, while the 
consumption of these tubes in 
this zone is much more. The 
company will thus enjoy the 
benefit of the plant situation. 

The company entered the 
capital market on March, 7, 
1977 with a public issue of 
1,42,000 equity shares of 
Rs 10 each and 5,000 (II per 
cent) redeemable cumulative 
preference shares of Rs 100 
each at par. The subscription 
list will close on March 17 or 
earlier but not before March, 
9, 1977. Out of the present 
issue, on 1,35,500 equity shares 
and 5,000 (11 per cent) redee¬ 
mable cumulative preference 
shares have been underwritten. 


The directors of the company 
are of the opinion that in the 
absence of any unforeseen cir¬ 
cumstances, the company will 
be able to earn sufficient profits 
to pay dividends to equity 
shareholders within a reasona¬ 
ble time after the plant goes 
into commercial production. 

Modi Carpots 

Modi Carpets Limited is the 
first joint venture in India to 
be promoted by companies in 
three countries. These are: 

M/s. Arova Schaflfhausen of 
Switzerland belongs to the 
famed Hebcrlcin Group which 
has to ils credit a 100 year old 
standing in the trade with 
branches, subsidiaries and 
affiliated companies all over 
the world. Today, they are 
recognised as the world leaders 
in producing top-quality 
carpet yarns. 

M/s. Wiltax of Denmark 
are the largest manufac¬ 
turers and exporters of 
tufted carpets in Denmark 
with an annual production of 
four million sq. metres and 
Modi Group of industries have 
already a well established re¬ 


putation in the country, for 
their various commercial acti- 
vites in different fields, such a 
cotton and synthetic textiles, 
man-made fibres, automotive 
tyres and tubes, chemicals and 
steels. 

This relationship of rich ex¬ 
perience, sophisticated techno¬ 
logy and expertise will make 
Modi Carpets Limited, a highly 
successful venture. 

Modi Carpets Limited is the 
first of its kind to be esta¬ 
blished in a backward area. 
Land has already been ac¬ 
quired in village Kotwara near 
Rae Bareli. 

The total project cost ini¬ 
tially estimated at Rs 589 lakhs 
has been reduced to Rs 531 
lakhs with the help of its colla¬ 
borators. The above project 
cost is being met by raising 
ordinary share capital of Rs 200 
lakhs from the authorised capi¬ 
tal of Rs 500 lakhs and from 
term loans of Rs 331 lakhs 
already sanctioned by the finan¬ 
cial institutions. Of the ordi¬ 
nary share capital of Rs 200 
lakhs. Modi group will subscribe 
and be alloted Rs 58 lakhs, 
M/s Arova Schauffhausen Rs 32 
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This emphasises the need for encouraging 
joint stock banks to take a much greater part in 
the financing of agriculture than they have hit¬ 
herto done. It also means that we should so 
reconstruct and plan our co-operative movement 
that it may not only help the agriculturists to get 
out of the mire of indebtedness that has engulfed 
them, but may also teach and train them in ways 
of better living, better farming, and better busi¬ 
ness. One way of encouraging the banks to take 
greater part in the provision of rural finance will 
be to give them a first charge on crops and all 
or any of the farming stock. This, however, will 
have the effect of stopping finance from all other 
sources and banks cannot become the sole sup¬ 
pliers of credit. But while banks cannot play a 
large part in the provision of ordinary finance, 
they can do much in the field of marketing finance. 


The measures like the grading and standardisation 
of staples and of contracts, proper storage facili¬ 
ties and the creation of regulated local and 
forward markets can considerably increase the 
volume of marketing finance supplied by joint 
stock banks. The establishment of licensed 
warehouses is the most important step in this 
direction. It will also enable the Reserve Bank 
of India to play a larger part in rural finance, 
because in that case section 17(4) D will become 
operative. This will also have the effect of 
cheapening credit. In this connection it may be 
pointed out that sufficient capital from the public 
is not likely to be available for the purpose of 
construction of godowns and warehouses. The 
State itself should therefore undertake their con** 
struction as part of the scheme for the develop¬ 
ment of means of communications in rural areas. 
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lakhs *and M/s Wiltax Rs 16 
lakhs and the remaining Rs 94 
lakhs would be issued to the 
public in April 1977 for which 
all underwriting arrangements 
have been completed. 

The company hopes to make 
substantial profits right in its 
first year of operations and 
hopes to declare dividends in 
1979. 

The orders for machinery 
have been placed with foreign 
suppliers. The trial run will 
be held in March 1978 after 
which the unit will swing into 
full production giving 1136 
tons of tufted carpets/carpet 
yarn annually valued at about 
Rs 10 crores. 

Modi Carpets Limited is an 
export oriented unit with an 
assured export market of 75 
per cent of its output. This is 
in a form of a marketing tie up 
with foreign collaborators who 
have guaranteed to pick-up 
75 per cent of annual produc¬ 
tion for the first 10 years of 
company's operations. The rest 
25 per cent would be easily 
consumed by the homemarket, 
considering the high rate of 
growth and developments. 

Keeping the future demands 
in mind, the unit has an in-built 
expansion capacity of four 
times its initial outlay. Though 
initially only wollen tufted car¬ 
pets will be manufactured, the 
plant is versatile and flexible 
enough to manufacture carpets 
with synthetic fibres such as 
polyester, nylon, acrylic etc. 

Union Carbide 

The Monopolies and Restric¬ 
tive Trade Practices Commis¬ 
sion initiated suo moto pro¬ 
ceedings in respect of Union 
Carbide India Ltd, Calcutta. 
The respondent is manufactur¬ 
ing, selling and supplying dry 
cell batteries and flash light 
cases and it is a dominant 
undertaking in respect of these 
products. The notice alleges 


that the company is adopting 
certain trade practices in the 
sale and supply of dry cell 
batteries and flash light cases 
which appear to be restrictive 
in nature. The trade practices 
relate to imposition of exclu¬ 
sive dealings, allotment of areas/ 
territories amongst dealers 
resulting in area restrictions on 
the dealers, supply of goods 
without orders or in excess of 
orders placed, and/or tie-up of 
slow moving items with fast 
moving items as also re-sale 
price maintenance. Such trade 
practices appear to be prevent¬ 
ing, distorting or restricting 
competition in various ways. 
The enquiry has, therefore, 
been started to ascertain whe¬ 
ther the respondent is indulg¬ 
ing in the above referred trade 
practices and whether they 
were restrictive in nature caus¬ 
ing detriment to public in¬ 
terest. 

Bayer (India) 

Bayer (India) has revised the 
terms of the bonus issue from 
ninc-for-ten announced earlier 
to onc-for-one. The proposal 
is however subject to the 
approval of the shareholders, 
Controller of Capital Issues, 
the RBI and the financial insti¬ 
tutions. The directors have 
also stepped the equity divi¬ 
dend to 20 per cent for 1976 
from 18 per cent paid for the 
previous year. 

Although there was a .signifi¬ 
cant improvement in sales from 
Rs 25.35 crores to Rs 29.77 
crores, gross profit declined 
to Rs 4.97 crores from Rs 5.82 
crores in 1975. Out ol the 
gross profit, a sum of Rs 86.74 
lakhs was appropriated to 
depreciation reserve as against 
Rs 85.74 lakhs in the preced¬ 
ing year while the allotment to 
investment allowance reserve 
amounted Rs 5.10 lakhs against 
Rs 1.15 lakhs provided for 
development rebate reserve 


previously. Taxation absorbed 
Rs 2.23 crores as against 
Rs 2.60 crores in 1975. The 
net profit, after these alloca¬ 
tions, was lower at Rs 1.82 
crores as compared to Rs 2.35 
crores in the previous year. 

The company has made good 
progress in the implementation 
of the expansion of its rubber 
chemical plant. The capacity 
has been expanded from 2003 
tonnes to 3500 tonnes a year 
and the management hopes to 
raise the capacity fmther dur¬ 
ing the current year. 

Railis India 

The chairman of Railis India 
Limited, Mr D.S. Seth, com¬ 
menting on the results for 
1975-76 highlighted confluence 
of adverse factors which made 
for one of the most difficult 
years for the company in recent 
times. A deep demand reces¬ 
sion in consumer durables 
affecting the fans industry, 
technical teething problems 
for its new fractional horse¬ 
power engine, inventory losses 
in fertilisers, low off-take ex¬ 
perienced by the pesticides 
industry generally, a set-back 
in cotton trading following the 
distress in the textile industry, 
contributed to a drop in gross 
profit from Rs 352 lakhs in 
l974-75 lo Rs 192 lakhs, des¬ 
pite a 17.5 per cent increase 
in aggregate turnover. After 
provisions of Rs 72.19 lakhs 
for depreciation and Rs 62 
lakhs for taxation, the net 
profit for the year was Rs 62 
lakhs. The directors have pro¬ 
posed a dividend of 12 per cent 
on the equity enhanced by a 
1:5 rights issue. 

The Controller of Capital 
Issues has approved a bonus 
issue of three shares for every 
10, slightly modifying the com¬ 
pany's proposal of one bonus 
share for three. The directors 
have recommended the accep¬ 
tance of the 3 for 10 issue. 

The company has completed 


the expansion of its Roger 
(systemic insecticide) plant 
from 350 tonnes a year to 1000 
tonnes a year. It has also re¬ 
ceived a letter of intent for its 
3000 tonnes a year chemical 
auxiliaries project. 

Reporting on the current 
year’s progress, Mr Seth stated 
that total sales for the first 
five months were 16 percent 
higher than in the correspond¬ 
ing period of last year. How¬ 
ever, profit margins continue 
to be under pressure. The 
depressed conditions in the 
funs industry persist. 

7 lie company's pharmaceuti¬ 
cal activities continue to show 
steady and satisfactory pro¬ 
gress, and agrochemicals and 
Wolf tools have maintained 
their expected trends. Barring 
unforeseen circumstances, the 
company hopes to show some¬ 
what encouraging results in the 
current year. 

Indian Overseas Bank 

The first ever regional rural 
bank in Tamil Nadu com¬ 
menced operations at Sattur, 
a small town in Ramanatha- 
puiam district on March 9. 

Sponsored by Indian Over¬ 
seas Bunk, Pandyan Grama 
Bank will work for the econo¬ 
mic upliftvncnt of the weaker 
seel ions of Ramanathapuram 
and Tirunelvcli. Pandyan 
Grama Bank will have an 
authorised.capital of one ciore 
rupees. The issued capital of 
Rs 25 lakhs will be shared by 
government of India, go¬ 
vernment of Tamil Nadu and 
Indian Overseas Bank at the 
rate of 50:15:35. The bank will 
commence business with two 
branclics-onc at Sattur (Rama¬ 
nathapuram district) and the 
other at Pa/hayakayal, an 
unbanked rural centre in 
Tirunelvcli district. 

This is the second regional 
rural bank sponsored by Indian 
Overseas Bank. The first was 
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Puri GramyaBank inaugurated 
in Pipli, Puri district, Orissa 
in Febraury 1976. 

State Bank of India 

The State Bank of India’s 
net profit for 1976 was signifi¬ 
cantly higher at Rs 7.75 crorcs 
as compared to Rs 6.53 crores 
in 1975. The board has deci¬ 
ded to declare a total dividend 
of Rs 30 per share inclusive 
of the interim dividend to 
compensate for the shortfall 
for the year 1974. ft has been 


decided to transfer a sum of 
Rs 6 crores to the statutory 
reserves. A further sum of 
Rs 25 crores has been brought 
to disclosed reserves from the 
inner reserves. The total addi¬ 
tion to reserves of Rs 31 crores 
compares with an increase of 
Rs 25 crorcs in 1975. The 
bank’s capital and reserves 
stand at Rs 107.5 crorcs which 
works out to 2.3 per cent of 
the bank’s deposits and other 
liabilities. 

A very significant decision 


taken by the Bank pertains to 
promotion of research and 
development activity in the 
country in areas of relevance 
to the banking system. A sum 
of Rs 5 crorcs has been set 
apart from the bank’s profits 
for 1976 for promotion of 
research and development 
effort in the country. The areas 
of research and development 
which will receive special at¬ 
tention are activities connected 
with rural development and the 
new economic programme. 


Another important area which 
will receive attention is the 
development of entrepreneur- 
ship in the country. In addi¬ 
tion, part of the special fund 
will be utilised for the benefit 
of the handicapped persons, 
which occupies a high priority 
in the bank’s general scheme 
of aiding the weaker sections 
of the community. 

An important feature re¬ 
garding the bank’s performance 
in 1976 pertains to the re¬ 
opening of sick industrial units 
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DELHI THEN AND NOW 


* State Income 

* Plan Expenditure 

* Industrial Production 

* Industrial Units 

* Foodgrain Production 
(000 Tonnes) 

* Number of Beds in Hospitals 

* Number of Dispensaries 


AT A GLANCE 

1970-71 

Rs 521 crores 
Rs 93 crores (III Plan) 
Rs 300 crores 
30000 
119.61 

9800 

240 

Rs 14.96 crores 


* Expenditure on Housing 

* Expenditure on Education and Health Rs 23-77 crores 

* Availability of Electricity (in K.W) 13,89,194 

* Availability of Water 114 MGD 


Present 

Rs 981 crores (1974-75) 
Rs 350 crores (V Plan) 
Rs 430 crores 
38000 (Approx) 

123.73 

12000 

321 (61 in rural and 
backward areas) 

Rs 30-94 crpres 
Rs 46.28 crores 
17,80,123 
253 MGD 


SOME SALIENT FEATURES OF PROGRESS 

* Educated unemployed became masters of their enterprises. 

* Harijans &. Weaker Sections are on priority. 

* Women have a place of honour. They are working hand in hand with the Administration in 
fighting price rise, social evils and helping in welfare activities of the weaker sections. 

* Production in fields and factories went up—trade and business flourished. 

* Discipline and efficiency in offices and establishments increased—schools enjoyed a spell of 
uninterrupted studies. 

* Crime rate appreciably fell—no eve teasing, no molestation. 

* Shortages no more- essential commodities at door steps. 

* More water, more electricity, better cleanliness -unbroken civic services. 

* Better, quicker and safer transport. 

DELHI TODAY IS A CLEANER, GREENER AND A BETTER 
PLACE TO LIVE IN THAN WHAT IT WAS YESTERDAY 


Issued by the Directorate of Information and Publicity, Delhi Administration, Delhi 
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and prevention of closure of 
some others to ensure conti¬ 
nued production and employ¬ 
ment. To look after the pro¬ 
blems of such units, the bank 
has established an Industrial 
Rehabilitation department at 
central office and similar cells 
at the local head offices. 

The prime minister's new 
economic programme, came in 
for special emphasis in the 
bank’s lending operatians in 
1976 and special arrangements 
were made to coordinate the 
progress in financing schemes 
under the programme. The 
existing schemes were geared 
up and simultaneously new 
schemes were prepared. Assis¬ 
tance provided since the incep¬ 
tion of the programme amoun¬ 
ted to Rs 179crores covered by 
8,78,433 accounts. The efforts 
gained momentum during 
the second half of 1976, when 
the bank could provide assis¬ 
tance to the extent of Rs 105.72 
crores covered by 5,69,185 
accounts, as compared to 
Rs 39 crores in 1,18,601 
accounts during the second 
half of 1975. The total out¬ 
standings at the end of the 
year amounted to Rs 340.80 
crores in 11,65,224 accounts. 

Pfizer 

Pfizer has announced the 
second interim of 7.5 per cent 
for the year ended November 
30, 1976. This together with 
the first interim of 12 per cent, 
makes the total interim so far 
to 19.5 per cent. 

ICICI 

The net profit of Industrial 
Credit and Investment Cor¬ 
poration of India Ltd after 
providing for depreciation, 
taxation, etc. amounted to 
Rs 345.08 lakhs in 1976 as 
compared to Rs 289.66 lakhs 
in the previous year. The 
directors have recommended an 


equity dividend of 12 per cent 
as against 11 per cent paid in 
1975. 

Glaxo 

Glaxo Laboratories (India) 
Limited have received sanction 
from the Controller of Capital 
Issues, to capitalise Rs 360 lakhs 
out of their general reserve and 
share premium account. 

The company will shortly 
be issuing fully paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of one 
bonus share for every two 
equity shares held. 

I Cl Group 

Britain’s Imperial Chemical 
Industries (ICI) group expects to 
spend £550 million this year on 
expansions that will take in one 
step towards a plan to become 
the leading firm in the world's 
chemical industry. 

Sir Rowland Wright, char 
man of the £3,500 million com¬ 
pany, said that following record 
sales, exports and profits last 
year, ICI would step up further 
its high rate of investment of 
recent years. The £550 million 
likely to be spent this year on 
new and expanded plant would 
be £110 million more than that 
invested in 1976. 

Sir Rowland said that more 
than £700 million had been 
sanctioned for new projects 
over the next few years. 
Included in this programme 
were several major schemes. 
Some £370 million of the 
capital investment sanctioned 
will be spent in Britain. This 
represents a £100 million in¬ 
crease over that sanctioned for 
the UK last year. 

Sir Rowland, announced that 
£105million of this year’s in¬ 
vestment would be spent on 
two new production plants in 
Scotland and on Teesside in 
North-East England. Of this, 


£90 million will be spent on a 
250,000 tonnes-a-year acid 
plant at Teesside. 

The other £15 million will go 
towards a major expansion of 
manufacturing capacity for 
procion fibre-reactive dyestuffs 
at the Grangemouth (Scotland) 
works of ICI's organic divi¬ 
sion. This will more than 
double the capacity of the pre¬ 
sent works and enable ICI to 
meet expected world demand 
for procion dyestuffs into the 
mid-1980s. 

News and Notes 

Out of the dividend declared 
by Golden Tobacco Company 
Limited at the last annual 
general meeting, 81 per 
cent of the dividend is now 
exempted from Income Tax. 
A provisional certificate to this 
effect has been issued by the 
income tax authorities. 

Industries can now switch 
over to speed reducing gear 
systems which combine the 
characteristics of worm gear 
reducers and helical gear speed 
reducers. The new systems 
which work on the principle of 
differential epicyclic gearing, 
are developed and manufactur¬ 
ed by Gyrox Gears Private 
Limited, Ahmedabad and mar¬ 
keted by Larsen & Toubro 
Limited. 

Gyrox geared motors and 
speed reducers are more com¬ 
pact and streamlined and 
weigh less than conventional 
geared motors. Unlike in con¬ 
ventional gearing, where speed 
is reduced due to the ratio of 
the number of teeth on mating 
gears, in Gyrox systems the 
speed is reduced due ’to the 
difference in the number of 
teeth on two mating gears. 
Differentials between the num¬ 
ber of teeth on the two pairs 
enables any speed reduction 
ratio, ranging from 4 : 1 to 
2,000,000:1. Gyrox geared 


motors have wide applications 
in industries like process in¬ 
dustries, steel, cement and 
sugar plants, cranes and hoists, 
material handling equipment 
and conveyors. 

Mrs. Sumati Morarjee, exe¬ 
cutive Director of the Sclndia 
Steam Navitigion Co, Ltd. and 
chairman of Narottam Morar¬ 
jee Institute of Shipping, inau¬ 
gurated the shipping Orien¬ 
tation Programme for export 
executives organised by Narot¬ 
tam Morarjee Institute of Ship¬ 
ping in collaboration with 
lnd : an Institute of Foreign 
Trade in Bombay. 

In her speech Mrs. Sumati 
Morarjee explained that this 
programme is intended to orient 
export excutives in shipping 
operations and practices with 
a view to establishing a better 
rapport of shippers with ship¬ 
ping lines and thereby facili¬ 
tate movement of export cargo. 
She added that our country 
is committed to export 
promotion and it has become a 
national duty to export more 
and more with a view to earning 
foreign exchange. In this pro¬ 
cess, exporters have increased 
in substantial number all over 
the country and our export 
trade has made impresive 
progress. 

Problems of Export 

With exports, come the pro¬ 
blems of shipping and it has 
been observed that there is 
information gap and want of 
rapport between the carriers 
on the one hand and shippers 
or exporters on the other. This 
lacuna has led to many mis¬ 
understandings. 

It is therefore imparative 
that the exporters should have 
close acquaintance with the 
operation of shipping services, 
their problems and the proce¬ 
dures involved so that many of 
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their problems can be 
solved. 

New Issues 

Trackparts of India Limited, 

an existing track components 
manufacturing industry entered 
the capital market on March 7, 
with a public issue of 4,28,200 
equity shares of Rs 10 each for 
cash at par, to finance its pro¬ 
ject for the manufacture of 
closed-die steel forgings. The 
issue is fully underwritten. 

Trackparts was established 
as a partnership firm at Kanpur 
in 1960 and was subsequently 
taken over in 1969 by 
Track Parts of India Pvt. Ltd. 
It was functioning as a private 
limited company until Novem¬ 
ber 1975 when it was converted 
into a public limited company. 

The company has pioneered 
“under-carriage parts industry’ 
in the country. It had the tech¬ 
nical collaboration of Track- 


parts (Hatfield) Ltd., Hatfield, 
England, for 15 years until 
June 30, 1976. During this 
period, it has not only per¬ 
fected the technology itself 
but also has become self- 
reliant with its own research 
and development facilities. 

The company manufactures 
quality track components for 
crawler tractors in the country. 
Crawler tractors are used in a 
variety of nation building acti¬ 
vities such as agriculture, de¬ 
fence, dams, reservoirs, roads 
and power projects. 

Under the expansion prog¬ 
ramme, the company would 
soon take up manufacture of 
closed-die forgings essentially 
required as an input raw mate¬ 
rial in the manufacture of 
under-carriage parts and thus 
a significant part of the pro¬ 
ject’s production shall be used 
for captive consumption and 
partly to meet both domestic 
and overseas demands. 


(per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previous 
year year 


Higher Dividend 

Dalmia Cement (Bharat) Ltd. 

Dec. 

31, 1976 

22.5 

20.0 

Varadalakshmi Mills 

Sept. 

30, 1976 

10.0 

7.5 

Wimco 

Dec. 

31, 1976 

17.0 

15.0 

Herdillia 

Dec. 

31, 1976 

20.0 

12.0 

Same Dividend 

Lakshmi Machine Works 

Dec. 

31, 1976 

12.0 

12.0 

United Carbon India 

Dec. 

31,1976 

12.0 

12.0 

Parrys Confectionery 

Sept. 

30, 1976 

Nil 

Nil 

Khandelwal Ferro Alloys 

Dec. 

31, 1976 

12.0 

12.0 

Andhra Sugar 

Sep. 

30, 1976 

12.0 

12.0 

Reduced Dividend 

Andhra Pradesh Paper 

June 

30, 1976 

9.0 

12.0 


♦Besides a one-for-two bonus issue. 


Licences end Letters of Intent 

The following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of January 1977. The list contains the names and 
addresses of the licensees, articles of manufacture, type of 
licences—New Undertakings (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Pennar Steels Ltd, ‘Nalanda’, 23/967, Ashok Nagar, 
Nellore-524003 (AP) (Nellore-Andhra Pradesh)—Cold Rolled 
Mild Steel Strips and Box Strapping—1,500 tonnes—(COB) 
M/s Jindal Strips Ltd, Delhi Road, Hissar (Haryana) (Hissar- 
Haryana)—Mild Steel Blooms, Plates and Slabs—50,000 metric 
tonnes—(NA) 

M/s Steel Tubes of India Ltd, Station Road, Dewas-455001 
(MP) (Dewas-Madhya PradeshJ—Ferrous and Non-Ferrous 
Finned Tubes—500 tonnes—(NU) 

M/s Visvesvaraya Iron & Steel Ltd, Bhadravati (Karnataka) 
(Shimoga-Karnataka)—Ferro Titanium —100 tonnes. Ferro 

Boron—20 tonnes—within the overall licensed capacity—(NA) 
Electrical Equipment 

M/s Debikay Electronics, Prop. Dhruva Woollen Mills Pvt, 
Ltd, New Sun Mill Compound, Sun Mill Road, Lower Parel, 
Bombay-400313 (Calcutta-West Bengal)—Static Convertors, 
Invertors and Control System for Industrial/Professional appli¬ 
cations—500 Nos—(NU) 

M/s The Bengal Electric Lamp Works Ltd, 4, Fairlie Place, 
Calcutta-700001. (Bangalorc-Kamataka)—Fluorescent Tube 
Lamps—3.6 million pcs (after expansion)—(SE) 

M/s Coimbatore Premier Corpn Pvt Ltd, 262, Avanashi 
Road, Coimbatore-641018 (Coimbatore-Tamilnadu)—Electric 
motors single phase three phase, 1 HP to 10 HP—17,600 
Nos. FHP electric motors l/8th HP to below 1 HP single 
phase/three phase—900 Nos—(COB) 

M/s National Radio & Electronics Co Ltd, Mahakali Road, 
Chakla, Andheri (East), Bombay-400093 (Maharashtra)— 
Precision Electronic Equipment using CRT Readouts Ocillos- 
copes—800 Nos Curve Tracers—50 Nos. Industrial Wave-form 
monitors—50 Nos. Precision Electronic Instrument using 
digital and analogue readouts: Multirange DVMS—300 Nos. 
Multirange Analogue Voltmeters—200 Nos. High Grade Elect¬ 
ronic Signal Generators Sine Wave Generators—150 No? 
Sweep Generators—50 Nos. Square wave generators and pulse 
generators—100 Nos. (NA) 

M/s Kerala State Industrial Dev Corpn Ltd, ‘Purushotham’ 
Sasthamangalam, Trivandrum-695010 (Trivandrum-Kerala)— 
Nickel Cadmium Cells—2 million Nos—(NU) 

M/s Semiconductors Ltd, Radio House, 6, K. Dubash Marg, 
(Rampart Row), Bombay-400001 (Poona-Maharashtra)—Elect¬ 
ronic Musical Equipment—800 Nos—(NA) 

M/s Metal Lamp Caps (India) Ltd, 2, Murphy Road, Post 
Bag No 876, Ulsoor, Bangalore-560008 (Bangalore-Kamataka) 
Lead-in-Wire-—400 million pcs (after expansion)—(SE) 
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Industrial Machinery 

M/s T. Maneklal Manufacturing Co Ltd, Vaswani Mansion, 
Dinishaw Vacha Road, Marine Lines, Bombay-400020 (Maha¬ 
rashtra)—Direct Beaming Plant —20 Nos —(NA) 

M/s Dalai Engg Ltd, 36-37, Jally CInmbeis II, Nariman 
Point, Bombay-400021 (Maharashtra) -Lyophilisers -Rs 25 
lakhs—(N A) 

M/s Mining & Allied Machinery Corpn Ltd, PO Durgapur- 
10 Dist Burdwan (WB) (Burdwan-Wcst Bengal). 100 tonnes 
capacity Hydraulic installation each set comprising of: 
Chock—50 Nos. Rams (Pushers) —50 Nos. Optional 
Powerpack-1 No and accessories like houses T joints 
clamps etc—20 sets. (470 tonnes). Ram & Stall (Pusher) 
installation each set comprising of: (a) Rams (Pusher)—25 
Nos. (b) Stcll Props—25 Nos. Optional Power Pack —1 
No and accessories like hoses T-joints Clamps etc 25 sets 
(156.25 tonnes). Double Drum Shearer - 50 Nos (800 
tonnes)—(N A) 

M/s Stovcc Screens India Ltd, 43, Dr V.B. Gandhi Marg, 
Bombay-400001 (Ahmedubad-Gujarat)---Special Lacquers and 
Chemicals for rotary nickel screens - 15 tonnes—(NA) 

M/s Indian Dairy Corpn (A Govt of India Undertaking), 
Darpan Building, R.C. Dutt Road, Baroda-390005 (Baroda or 
surrounding Dist—Gujarat)—Plate heat exchanger : Milk 
chiller pasteuriser. Cream pasteuriser—140 Nos. Separators: 
(a) Good Milk (b) Sour Milk 140 Nos. Butter making: 50 
Nos. Milk Pumps: 500 Nos (NU) 

M/s RMT Drill (P) Ltd., Private Indl. Estate, Indl Estate 
Post. Coimbatore-641021 (Coimbalorc-Tamil Nadu)—1 Water 
Well Rigs and Blast Hole Rings -100 Nos. 2. Accessories 
for both type of Drills- Rs 250 lakhs. 3. Allied Products-- 
Rs 250 lakhs- (NA) 

M/s Sri Ramakriiduia Sihi Pumps Ltd, 2/9, Nclaji Road, 
Pappanaicken— Palayam, Coimbatore-641037 (Coimbatorc-Tamil 
Nadu)—Glandless Pumps for Eflluent/Scwage/Chcmicals/ 

Water—840 Nos. Self-priming Pumps—1320 Nos. High 
consistency non-clogging pumps-Heat Transfer Pumps- 
High Pressure Pumps--Chemical Process & Industrial Pumps— 
Vertical Inline Pumps—600 Nos—(NU) 

Miscellaneous Industries 

M/s Harsha Industries Ltd, 42, Janpath, New Delhi-110001 
(Ghaziabad—UP)- Stainless Steel Safety Razor Blades- 150 
million Nos (NU) 

M/s Dagger Forst Tools Ltd, First Pokhrun Road, Thana- 
400606 (M aharas h tra) ( Maharash tra)—Th read i ng Tool s— 
2,00,000 Nos —(NA) 

M/s Mechanical Packing Industries Pvt Ltd, Parsi Panchayat 
Road, Andheri (East), Bombay-400069 (Bombay-Maharashtra) 
Products of Fluropolymers including Flurocarbon-PTFE/TFE/ 
FEP/CTFE/PFA/ETFE—50 metric tonnes—(SE) 

Industrial Instruments 

M/s Audco India Ltd, L&T House, Ballard Estate, Bombay- 
400 038 (Madras-Tamil Nadu)—Cast and forged steel and 
stainless steel gate, globe and check valves and valves for water 
services in ferro steel size range to 16" Pressure ratings 
range ASA 150 lbs to 800 lbs—25,000 Nos—(COB) 


Scientific Instruments 

M/s Industrial Electrodes Sc Gauges Ltd, 15, Ganesh 
Chandra Avenue, Post Box 853, Calcutta-700001 (Lucknow- 
Uttar Pradesh)—Pressure/Vacuum Gauges—500 Nos—(SE) 
Chemicals other than Fertilisers 

M/s Universal Chemicals & Industries Pvt Ltd, 317, Neelam 
(3rd Floor), 108, Worli Sea Face Rd, Bombay-400 018, 
(Maharashtra)—Sodium Chlorate- 1,500 tonnes—(NA) 

M/s Kanoria Chemicals & Industries Ltd, 16-A, Bra bourne 
Road, Calcutta-700001 (Renukoot--UP)—Benzene Hcxa Chlo¬ 
ride—6,000 tonnes—(SE) 

M/s Pesticides India, Prop: Mewar Oil Sc General Mills 
Ltd, Udaisagar Road, Udaipur-313001 (Udaipur-Rajasthan) 
Pesticidal Formulations: BHC, DDT, DIMETHOATE COC, 
DDVP, MALATHION, METHYL PARATHION, MEMC, 
PMA, ALDRIN, CHLORDANE, CARBARYL, ENDRIN, 
ENDOSULFAN, HEPTACHLOR, KITAZIN, LINDANE, 
PHORATE, PHOSVEL, TOXAPHENE—1205 tonnes in terms 
of technical material --(COB) 

M/s Cibatul Ltd, PO Atul, Dist Valsad (Gujarat) Valsad— 
Gujarat)—Formaldehyde—10,000 m tonnes—(COB) 

M/s The Asiatic Oxygen & Acetylene Co. Ltd, 8, BBD Bag 
East, Calcutta-700 001 (Durg-Madhya Pradesh) - Oxygen 
Gas—0.48 MCM (existing)—1 MCM (after expansion). Dis¬ 
solved Acetylene—0.36 MCM (existing)—0.36 MCM (after 
expansion)—(SE) 

M/s Industrial Oxygen Co Pvt Ltd, Majithia Indl Estate, 
Sunder Baug, Wadala-Barla Road, Dconar, Bombay-400088 
(Thana-Maharashtra) Oxygen Gas - I MC M after expansion— 
(SE) 

Drugs a<id Pharmaceuticals 

M/s Unique Chemicals, Sheth Govindrao Smriti, 88 B Sc C, 
Dr A.B. Road, Worli, Bombay-400018 (Thana-Maharashtra) 
—Oxyphenycbutazone—14 tonnes. Metronidazole—50 tonnes. 
Nitromethylamidazolc intermediates- 100 tonnes. Paracetamol 

100 tonnes—(NU) 

M/s East India Pharmaceutical Works Ltd, 6, Little Russell 
Street, Calcutta-700 071 (Calcutta-West Bengal) -Tetracycline 
Capsules (250 mg)/Tablets (500 mg)—1 million Nos. Chloram¬ 
phenicol Capsules (250 mg)—1 million Nos. Chloramphenicol- 
streptomycin Capsules (125 mg i-125 mg)--l million Nos— 
(COB) 

M/s Cyanamid India Ltd, Nylcx House, 254-D2, Dr A.B. 
Road, Bombay-400 025 DD (Bulsar-Gujarat)—Thiotepa—328.7 
grams. Methotrexate—3820.5 grams. Calcium Leucovorin— 
59.6 grams—(NA) 

M/s Kerala State Drugs & Pharmaceuticals Ltd, Post Box 
No 30, Kalavoor, (Alleppey-Kerala) (Kerala)—Tablets 
Phthalyl Sulphathiazole 500 mg—Sulphadiraidine 500 mg 
Piperazine Phosphate 250 mg. Phcnobarbitone 30 mg—630 
lakh Nos—Capsules Chloramphenicol 250 mg. Chlorampheni¬ 
col Streptomycin (Chloramphenicol 125 mg Sc Streptomycin 
(base) 125 mg—110 lakh Nos. Liquid (Bottles) Syrup Pipera¬ 
zine Citrate 135 mg/litre—70,000 litres. Parenteral (Ampules) 
Nikethamide 50mg/2mL—5 lakh Nos—(COB) 

M/s Chemical Industrial Sc Pharmaceutical Laboratories Ltd, 
289, Bellasis Road, Byculla, Bombay Central, Bombay-400008 
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(Maharashtra) -UlCcnil Tablets (SO mg)— Corresponding to 500 
Kg of Corbonoxolons—(NA) 

M/s Organon (India) Ltd, 38, Chowringhee Road, Post Box 
9070, Calcutta-700016. (24-Parganas*WB)—Ethisteronc. Testo- 
terone <£ its Esters. Testosterone Propionate. Methyl Testo¬ 
sterone. Progesterone Sc Salts. Prednisone. Dexamethasone. 
Doca/Doc PP. Ocstriol Succinate—500 kilograms. Human 
Chorionic Genadetrophin—20,000x10® 1U. Pregnancy Test Kits 
like Pregnosticon Planoset, Pregnostisct etc—10x10® units Test 
Kits—(NA) 

M/s Smith, Stanistrcet & Co Ltd, 18, Convent Road, (Cal¬ 
cutta-700014 (Calcutta West Bengal) -Chloroquin 250 mg—40.0 
million Nos. Methyl Dopa BP/USP 250 mg —10.0 million Nos. 
Frusemide BP 40 mg—12.0 million Nos. Cobastan-6 (Bl, B6, 
B12 Sc Niacinamide)—10.0 million Nos. Cobastan-6 Forte 
(Bl, B6, BI2)-10.0 million Nos Capsules: Indomcthacin B.P. 
25 mg—20.0 million Nos- (NA) 

Textiles 

M/s Vikas Processors Ltd, Sudhama House, Checkpct, Banga¬ 
lore-560053 (Bangalorc-Karnataka)—Processing of Cotton 
Blended and Synthetics Fibres—320 lakh metres—(NU) 

Paper & Paper Products 

M/s Eastern Paper Mills Ltd, 2, Dakshindari Road,Calcutta- 
48 (Calcutta West Bengal)—Pulp & Paper or Board Plant — 
50-100 tonnes 2 Nos. worth Rs 12 crores only. Pulp Sc Paper or 
Board Plant 150 tonnes Nos worth Rs 12 crores only or 
Pulp Sc Paper or Board Plant 200-250 tonnes 1 No. worth Rs 12 
crores only (NA) 

M/s Lakshmanan Isola Ltd, 37/10, Cunningham Road, 
Bangalore-560052 (Bangalore-Karnataka)—Mica Paper—300 
metric tonnes. Reconstructed and Integrated Mica Pioducts 
out of Mica Paper—200 metric tonnes—(NU) 

M/s Gwalior Rayon Silk Mfg (Wvg) Co Ltd, Birlagram, 
Nagda (MP) (Dharwar-Karnataka)—Pulp (Rayon Grade) — 
12,000 tonnes (existing)—48,000 tonnes (after expansion)—(SB) 

Sugar 

M/s Shri Valsad Sahakari Khand Udyog Mandali Ltd, 
Govindji Vakils Bungalow, Tithal Road, PO Valsad, Dist Valsad 
(Gujarat) (Valsad-Gujarat)—Sugar—1250 tonnes in terms of 
cane crushing capacity per day -(NU) 

M/s Chhatrapati Shahu Sahakari Sakhar Karkhana Ltd, 
Kagal, Dist Kolhapur, Maharashtra (Kolhapur-Maharashtra) -~ 
Sugar—1250 tonnes in terms of cane crushing capacity per day 
—(NU) 

M/s The National Coop. Sugar Mills Ltd, Alanganallur 
Post, Madurai Dist. (TN) (Madurai-Tamilnadu)—Sugar—500 
tonnes (additional)—1500 tonnes (after expansion) (in terms of 
cane crushing capacity per day)— (SE) 

Fermentation Industries 

M/s Mohan Goldwatcr Breweries Ltd, Mohan Mcakin 
Road, Daliganj, Lucknow (UP) (Lucknow—UP)—Beer—49,000 
HL—(COB) 

M/s Kay Distillery Industries Ltd, Forbes Bldg, Cbaranjit 
Rai Marg, Bambay-400001 (Nasik-Maharashtra)— Indian Made 
Foreign Liquors and Country Liquor—1100 bulk kilolitres 
(on provisional basis)—(COB) 


M/s Jamner Taluka Sugar cane Producer’s Processing 
Coop. Society Ltd, Jamner, Dist Jalgaon, Maharashtra. (Jalgaon- 
Maharashtra)—Indian Made Foreign Liquors—675 bulk kilolit¬ 
res (on provisional basis)—(COB) 

M/s Narang Industries Ltd, 3-Cavalry Lines, Delhi-110007 
(Gonda—UP)—Indian Made Foreign Liquors and Country 
Liquor—2672 bulk kilolitres—;COB) 

M/s Brihan Maharashtra Sugar Syndicate Ltd, 980, Sadashiv 
Peth, Cammonwealth Bldg, Laxmi Road, Poona-30 (Sholapur— 
Maharashtra)—Indian Made Foreign Liquors and Country 
Liquor—3686 bulk kilolitres—(COB) 

M/s Polychem Ltd, 7, Jamshedji Tata Road, Churchgate 
Reclamation, Bombay-400020 (Poona—Maharashtra—)Indian 
Made Foreign Liquors and Country Liquor—500 bulk kilo¬ 
litres—(COB) 

M/s Vidarbha Liquor Corporation, 5, New Cotton Market 
Road, Nagpur-449002 (Nagpur—Maharashtra)—Country 
Liquor—450 bulk kilolitres (on provisional basis)- (COB) 

M/s The United Agencies Ltd, 2130, E Ward, Vikramnagar, 
Poona-Bangalore Road, Kolhapur (Kolhapur—Maharashtra)— 
Indian Made Foreign Liquors—419 bulk kilolitres - (COB) 

Food Processing Industries 

M/s Raptakos Brett & Co Ltd, 47, Dr A B. Road, Worli, 
Bombay-400025 (Thana—Maharashtra)—Special infant milk 
food with low (6 per cent) fat—1250 tonnes (after expansion-) 
(SE) 

Soaps, Cosmetics and Toilet Preparation 
M/s Chesebrough-Pond's Inc, 19, C-In-C Road, Madras- 
600 008 (Madras—Tamil Nadu) --‘Vaseline’ Hair Tonic— 120 
tonnes, ‘Vaseline’ Hair Cream—120 tonnes, ‘Vaseline’ Liquid 
Shampoo—54 tonnes, Blue Seal Pomade—300 tonnes, ‘Vaseline’ 
White Petroleum Jelly—240 tonnes, Blue Seal Snow—180 
tonnes. Blue Seal Talc—600, tonnes Pond’s Vanishing Cream— 
360 tonnes. Pond s Cold Cream—360 tonnes. Pond’s Dry Skin 
Cream 120 tonnes— Pond’s dreamflower Talc—2892 tonnes, 
Ponds dream flower face powder—300 tonnes. Pond’s angel face 
powder (compressed) —75 tonnes, Pond’s angel face Lavender 
talc—108 tonnes, Pond's angel face liquid makeup -90 tonnes, 
Cutcx nail polish—16 tonnes, Cutex lipstick—12 tonnes, Angel 
face mascara—2.1 tonnes, Total : 5949.1 tonnes—(COB) 
Leather and Leather Goods 

M/s Bombay Footwear Private Ltd, Deonar, P. Box 7218, 
Bombay—400071 (Maharashtra)—Leather Foodwears etc— 
1,56,000 pairs (after expansion)--(SE) 

M/s Leather Industries Corpn of Marathwada Ltd, Vikas 
Bhavan, Dr Rajendra Prasad Road, Aurangabad (Maharashtra) 
(Bhir—Maharashtra)—Finished Leather from hides—75,000 
Nos—(NU) 

Timber Products 

M/s Mikir Hills Saw Sc Plywood Factory, PO Diphu, Dist 
Mik'ir Hills (Assam) (Diphu—Assam)—Plywood of all types 
excluding teachest Plywood—24,00,000 sq metrs—(NU) 

Letters of Intent 

Metallurgies! Industries (Ferrous) 

M/s Greysham & Co, 7249, Roop Nagar, Delhi-7 (Ohazia- 
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bad—UP)—S.G. Iron Castings—240 tonnes as diversification 
within the overall capacity of 1200 tonnes for the manufacture 
of Malleable Iron Castings and Cast Iron Castings registered 
with the DGTD—(NA) 

M/s Snail Spanners (India) and Tools Ltd, 87, Nagdevi 
Cross Lane, Bombay-400003 (Bhandup—Maharashtra)—Closed 
Die Steel Forgings—500 tonnes (by way of diversification within 
the overall licensed capacity of Forged Hand Tools and Indus¬ 
trial Knives) as licensed under licence No L/12-2/i 7/M El/61 
dated 27.2.61 and licence No L/12-2/139/7l-MEI dated 18.3.71 - 
(NA) 

Metallurgical Industries (Non-Ferrous) 

M/s Bharat Aluminium Company Ltd, F-41, NDSE Pari I, 
New Delhi-110049 (Bilaspur—MP)—Aluminium Wire Rods— 
23,000 tonnes additional)—35,000 tonnes (after expansion—(SF) 
Electrical Equipment 

Shri Dilip S. Patel, ‘ShivanjalP, M.G. Road. Bilimora 
(Gujarat) (Bharoach -Gujrat) -Midget Electrodes -150 million 
Nos (NU) 

M/s Punjab State Electronics Development and Production 
Corpn Ltd, 50/4A, Chandigarh (Punjab) -Quartz Blanks- 
30,00,000 Nos, Quartz Crystal Units 8,00,000 Nos.(NU) 

M/s Punjab State Electronics Development and Production 
Corpn Ltd, 50/4A Chandigarh (Punjab)—OEM Recorders— 10C0 
channels, UV Recorders—50 Nos Fibre optic recorders —50 Nos 
—(NU) 

Transportation 

M/s Bimetal Bearings Ltd, No 2, Arts College Road, Coim¬ 
batore—641 008 (Coimbatore—Tamilnadu) - Bimetal Strips 
12*0 tonnes (after expansion)—(SE) 

Industrial Machinery 

M/s Needle Roller Bearing Co Ltd, Pokharan Road No 2, 
Majiwada, . Thana-400606 (Aurangabad - Maharashtra) -Loose 
Needle Rollers—200 million Nos (additional)—400 million Nos 
(after expansion). Needle Roller Bushes/Necdle Roller Cages 
1.6 million Nos (additional)™ 3.6 million Nos (after expansion). 
Needle Thrust Bearing- Combined Needle Bearings—1 million 
Nos—(SE/NA) 

M/s Elecon Engineering Company Ltd, Vallabh Vidyanagar- 
388120 Dist. Kaira (Gujarat) (Kaira—Gujarat)—Electric over¬ 
head travelling cranes and Goliath cranes—230 Nos (NA) 

M/s The Anup Engineering Ltd, The Anil Starch’s Premises, 
Anil Road, P.B. No 1164, Ahmedabad-380002 (Gujarat) (Ahme- 
dabad—Gujarat)—Industrial Centrifuges—100 Nos (after expan¬ 
sion)—(BE) 

Earth Moving Machinery 

M/s Ghatge Patil Industries Ltd, P.O. Uchagaon, Dist Kolha¬ 
pur (Maharashtra)—(Kolhapur-Maharshtra) Pneumatic Clutches 
and Brakes-3,500 Nos—(NA) 

Scientific Instruments 

M/s Matchwel Electricals (India) Ltd, Off Nagar Road, 
Poona-411014 (Poona—Maharashtra)—Gas Leakage Detector— 
5,000 Nos— (NA) 

Chemicals other than Fertilisers 

M/s The Industrial Gases (Bihar) Ltd, P.O. Khijari, Via : 
Namkum, Ranchi-10 (Bihar) (Monghyr—Bihar)—Oxygen Gas 


—0.55 MCM (existing)— 1.00 MCM (after expansion), Dissolved 
Acetylene Gas—0.10 MCM (existing)—0.20 MCM (after expan¬ 
sion)—(SE) 

M/s Punjab Sulphur Products Ltd, 3-E/13, Jhandcwalan 
Extn, Link Road, New Delhi-110055 (Hoshiarpur)— Punjab— 
Alumina Ferric —10,000 tonnes (NA) 

M/s Sulfur (India) Ltd, 3/189, Vishnupuri, Kanpur (UP) — 
(Kanpur—UP) Alumina Ferric 15,000 tonnes—(NA) 

M/s Shalimar Industries Pvt Ltd, 25, Gancsh Chandra Ave¬ 
nue, Calcutta-700013 (Howrah West Bengal)—High Molecular 
High Density Polythene Components 50 tonnes -(NA) 

Drugs and Pharmaceuticals 

M/s K.C.A. Ltd, Rang Bhavan, Sitladevi Temple Road, 
Mahim, Bombay-400016 (Bulsar—Gujarat)—Vitamin TV*—35 
MMU—(NA) 

M/s Searlc (India) Eld, Ralli House, 21, Raveline Street, 
Bo ;n bay-400001 (Col aba — Maharashtra) -Xanthunoic Acid— 
20,000 kilograms—(NA) 

M/s Bochringer Knoll Ltd, United India Building, P. Mehta 
Road, Bombay-4()(X)01 (Maharashtra)-Phcnformin Hydro¬ 
chloride - 1.00 tonne—(NA) 

M/s Cibatul Ltd, P.O. Atul (W. Rly), Dist Bulsar (Gujarat) 
(Valsad-Gujarat) 2 Aniinopyrimidinc - 120 tonnes (SE) 

M/s IDL Chemicals Ltd, Kukatpalli, Post Bag No I, Sana- 
thnagar (I.E.) P.O., Hyderabad-5000IS (AP) (Bangalore—Kar¬ 
nataka)—Mebendazole—5 tonnes, Aminophyllinc Theophylline 
75 tonnes, Nitrazepam - 100 kgs (NA) 

M/s IDL Chemicals Ltd, Kukatpalli, P.B. No I, Sanathnagar 
(I.E-) P.O., Hyderabad-500018 (AP) (Bangalore—Karnataka)— 
Nitro Furfuryl Di Acetate 100 tonnes, Orphenedrinc—0.600 
tonnes, Diphenhydramine- 0.5 tonnes,!:. Amino CaproicAcid 
25.0 tonnes - -(NA) 

M/s Alembic Chemical Works Co Ltd, Alembic Road, 
Baroda-390003. (Barodu Gujarat)—Erythromycin — 6 tonnes 
(additional) 12 tonnes (after expansion) (SH) 

Textiles 

M/s Hanspanit Pvt Ltd, C/o Shri S.M. Shah, G.P.O. Box 
14446, Hong Kong (Kandla Free TradcZonc-Gujarat)—PuII- 
o vers/Card iga ns- -24,000 doz. Ladies Blouses -240,000 doz. 
C'hildrcnwear—24,000 do/. (NU) 

Leather and Leather Goods 

M/s Mysore Chrome Tanning Co Ltd, G.E.F. Post, Mysore 
Road, Bangalore-560026 (Bangalore —Karnataka)—Finished 
leather from semi-finished skins - 9 lakh pieces —(NA) 

Shri Anil Kumar, R-62, Greater Kailash, New Delhi (Madras 
- Tamil Nadu)—Leather Board Sheets—1,800 tonnes--(NA) 

Changes in Names (Owners or Undertakings) 

(Information pertains to particular licences only) 

From M/s Janata Machine Tools Ltd to M/s Chowgule 
Engineers and Machines Ltd. 

From M/s Janata Machine Tools Ltd to M/s Chowgule 
Engineers and Machines Ltd. 

From M/s EID Parry Ltd to M/s EID Parry (India) Ltd. 

From M/s Euphoric Pharmaceuticals to M/s Euphoric 
Pharmaceuticals Private Ltd. 

From M/s Nitin Castings Pvt Ltd to M/s Nitin Castings Ltd. 


EASTERN ECONOMIST 


535 


march 18, 1977 



Prom M/s Industrial & Development Syndicate, Agartala to 
M/s IDS Roller Flour Mills, Agartala. 

From M/s Amin Chand Payare Lai, Jullundur City to M/s 
Apeejay Steels Pvt Ltd, Jullundur City. 

From M/s Chandan Engineering Industries Private Ltd to 
M/s Kristeel-Shinwa Microponents Private Ltd. 

From M/s K.G. Khosla Compressors Pvt Ltd toM/sK.G. 
Khosla Compressors Ltd. 

From M/s Swastik Textile Trading Co Pvt Ltd to M/s 
Twastik Textile Engineers Ltd. 

From M/s K.G. Khosla Pvt Ltd to M/s K.G. Khosla Com¬ 
pressors Ltd. 

From M/s Gas Enterprises, Dehli to M/s Baroda Industrial 
Gas Pvt Ltd, Baroda. 

Licences Revoked, Surrendered or Cancelled 

(Information pertains to particular licences only) 

M/s Forbes Forbes Campbell & Co Ltd, Bombay—Concrete 
Vibrators—(Revoked) 

M/s R.S. Traders, Bombay—Aluminium Lamp Caps for 
Electric Bulbs etc—(Revoked) 

M/s Mohta Alloys and Steels Ltd, New Dolhi —Grinding 
Media —(Revoked) 

M/s Amco Batteries Ltd, Bangalore—Dry Cell Batteries — 
(Revoked) 

M/s R.S. Traders Lid, Bombay -Caps for Fluorescent Lamps 
etc—(Revoked) 

Shri Dinesh C. Gupta, Bombay—Semiconductor Devices and 
Integrated Circuits—(Revoked) 

Shri Arvind Narayandas, Akola (Maharashtra) - Pulp, 
Packaging, Wrapping, Writing and Printing Paper—(Revoked) 

M/s Bhattacharya A.K. & Son (Pvt) Ltd, Calcutta—Threading 
Tools- (Cancelled) 

M/s Perfect Tractors Ltd, New Delhi—Agricultural Tractors 
‘Hanomag’ (32 HP)--(Revoked) 

Shri Vinay Rai, New Delhi —Electronic Desk Calculator— 
(Revoked) 

M/s Universal Tyres Ltd, Allahabad—Rubber Conveyor 
Belting—(Revoked) 

M/s GEM Electronics & Electricals (P) Ltd, Jaipur— Semi¬ 
conductor Devices—(Revoked) 

M/s Elgi Equipments Ltd, Coimbatore—Crank Shaft— 
(Cancelled) 

M/s Delhi Cloth & General Mills Co Ltd, Delhi—Cotton¬ 
seed Oil—(Revoked) 

M/s Allied Engineering Works, Delhi—Bright Bars and 
Conduit Pipes—(Cancelled) 

Letters of Intent Lapsed, Cancelled or 
Surrendered 

(Information pertains to particular letters of intent only) 

M/s The Delhi Cloth & General Mills Co Ltd, Sugar Divn- 
Project Section, 18, Barakhamba Road, 10th Floor, Kanchen- 
junga Bldg, New Delhi-110001 (Rajasthan)—Portland Cement — 
(Lapsed) 

Dr S.G. Chandra, 18, Uma Nilaya, Police Station Road, 
Basavanagudi, Bangalore-560004 (Karnataka) — Plastic Film 
Capacitors—(Cancelled) 


Shri M.M. Chopra, B-258, Greater Kailash, New Delhi (UP) 
—Lamp Caps—(Lapsed) 

M/s Laxmi Industries, 10, Homi Mody Street, Fort, Bom¬ 
bay-400001 (Gujarat)—Multilayar Dialectic Ceramic Capa¬ 
citors—(Lapsed) 

Shri K.K. Singh, 22, Joy Colony, Palsia, Indore-1 (MP) 
(Madhya Pradesh)—Forged Hand Tools—(Lapsed) 

Shri P. Hariharan, E-2/78, Area Colony, Bhopal (Tamil 
Nadu)—Vernier Callipers, Micrometers etc—(Lapsed) 

M/s Hindustan Conductors (P) Ltd, Dharmanh Park, 
National Highway No 8, Post Box No 69, Nadiad (Gujarat)— 
Transistor & Diodes and Processed Transistor Chips —(Lapsed) 
M/s Laxmi Industries, 10, Homi Mody Street, Fort, Bom¬ 
bay-400001 (Gujarat)—Multilayar Dialectic Ceramic Conden¬ 
sers—(Lapsed) 

Shri C.C. Sheth, C/o M/s Chandra Industries, Old Nagardas 
Road, Andheri (East) Bombay-400069 (Maharashtra)—Drawing 
Instruments—(I .apsed) 

M/s Star Textile Engg Works Ltd, Lakshmi Nivas 8, 
8-Bhagat Singh Marg, New Delhi-110001 (Maharashtra)— 
Hydraulic Copying Attachments and Quick Change Tool Posts 
—(Lapsed) 

Shri Deepak Anantrai, 195, Palace Upper Orchards, Banga¬ 
lore-500006 (Karnataka)—Relays—(Lapsed) 

M/s Hindustan Machine Tools Ltd, 36, Cunningham Road, 
Bangalore-560052 (Rajasthan) - Centre Lathes (Lapsed) 

Shri N. Banerjee, Promoter, M/s Kanpur Construction Co, 
15/92, Civil Lines, Kanpur-1 (Pondicherry) — Scooters— 
(Lapsed) 

M/s New Prahlad Mills Ltd, 55, Apollo Street, Fort, Bombay 
(Himachal Pradesh)—Packing and Wrapping Paper and Boards 
~ (Lapsed) 

Shri Ashok Kumar Nanda. 1 E/23, Jhandewalan Extn, New 
Delhi-110055 (UP)—Engine Valves -(Cancelled) 

Shri Ramesh R. Gupta, 32, Sahkar Building, B-Road, 
Churchgate, Bombay-400020 (Maharashtra) — Gaskets — 
(Cancelled) 

M/s Harman Sales Union, B-50, Connaught Place, New 
Delhi-11000] (Haryana)—Automobile Gears—(Cancelled) 

M/s Diwakar Electronics, 1/5-8, Asaf Ali Road. New 
Delhi-110001 (Delhi)—High Frequency Induction Heater 
(60 KV-160 KV)-(Lapsed) 

M/s Sheba Fisheries Ltd, Niranjan, No 2, Netaji Marg, 
Ellisbridge, Ahmedabad (Gujarat)—Processed Marine Products 
— (Lapsed) 

M/s Repetition Parts Private Ltd, Opp Naval Dockyard 
Colony, L.B. Shastri Marg, Bhandup, Bombay-400078 
(Maharashtra)—Gear and Worm Hobs etc (Lapsed) 

M/s Madhya Pradesh Electricals Ltd, ‘D’ Sector, Industrial 
Area, Govindpura, Bhopal (Madhya Pradesh- -Various types of 
strips, flats, sections, commutators, segments etc—(Lapsed) 

M/s Gammon India Ltd, Civil Engineers & Contractors, 
PB 9129, Prabhadevi, Bombay-400025 (Karnataka) —- Methanol 
Nitric Acid etc —(Surrendered) 

M/s Jayshree Timber Products, Jhandewalan Extn, New 
Delhi-110055 (Andeman & Nicobar Island, Port Blair)—Ply wood 
—(Lapsed) 
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Exports of cotton textiles 
in 1975 


RECORDS 


AND 


STATISTICS 


Exports of millmade cotton 
textiles from Tndia during 1975 
stood at Rs 263.56 crores. This 
falls short of the performance 
of Rs. 318.95 crores achieved 
during 1974 which was a record 
reached under buoyant trading 
conditions when all commo¬ 
dities enjoyed a sustained de¬ 
mand. However, as compared 
with the level of Rs 226.35 
crores touched in 1973, there 
was reasonable improvement. 

The prices of various staples 
of raw cotton in the internatio¬ 
nal markets were lower during 
the year as compared to the 
corresponding staples in India. 
Consequently our cotton tex¬ 
tiles were uncompetitive in a 
number of international mar¬ 
kets. Exports of piecegoods, 
in particular, could not be 
maintained at the level wit¬ 
nessed a year earlier. The 
unit value realisation had also 
receded from Rs 3.41 per sq. 
metre in 1974 to Rs 3.02 pr sq. 
metre in 1975. Consequent to 
the slack demand for cotton 
textiles in a number of world 
markets, the free trade markets 
like Japan, Hong Kong, Malay¬ 
sia, Singapore and Indonesia 
did not buy any quantity of 
textiles from India. 

Sluggish Demand 

The mill industry in India 
passed through another bad 
year because the manufactures 
fetched unremunerative prices 
and the demand from both 
domestic and export markets 
was sluggish. Consequently the 
production of both cloth and 
yarn in 1975 were lower. The 
spindle activity during 1975 in 
the first shift stood at 70.8 per 


cent which was considerably 
lower than the level of 73.7 per 
cent in 1974. In the second and 
third shifts also, the spindle 
activity was lower by 2.8 per 
cent and 3.5 per cent respec¬ 
tively at 71.7 per cent and 65.3 
per cent respectively. The loom 
activity in the first shift declin¬ 
ed from 82.7 per emt in 1974 
to 78.8 per cent in 1975. There 
was also a fall in the loom 
activity in the second and third 
shifts from 80.8 and 56.2 per 
cent in 1974 to 77.0 and 54.4 
per cent respectively. 

Table I gives the average 
price of raw cotton in India 
between 1971 and 1975. 

Price Fluctuations 

The cotton prices m 1974 
like those of ail other commo¬ 
dities rose to peak levels. 
Following the recession, the 
prices fell back during 1975 
but the prices of raw-cotton in 
the international markets ruled 
far below than the prices of 
corresponding staples of cot¬ 
ton in India, ft had therefore 
become difficult for the Indian 
shippers to maintain the level 
of their shipments notably 
cotton piecegoods, and made- 
up items. 

During the year, the U.K. 
quota was to follow the same 
pattern of the EEC quotas 
covering only three groups of 
cotton textiles viz. millmade 
cotton cloth, household linen, 
women’s shirts and blouses. 
The UK government, how¬ 
ever, decided unilaterally to 
follow the pattern prevailing 
earlier upto the end of 1974 
viz. 22 categories of cotton 


textiles and quantitative res¬ 
trictions were placed under 
what is called a phase-out pro¬ 
gramme. This runs contrary to 
the letter and spirit of the 
bilateral agreement between 
the UK and India. In the 
EEC, the bilateral agreement 
was concluded earlier in the 
year and will be in force for 
three years ending December 
1977 and provides for the 
relaxation of a few constraints. 
The major of them arc : 

(i) A quantity not taken by a 
particular state of the 
Community can be reallo¬ 
cated to another member 
state within the overall 
limits agreed to by the 
Community; 

(ii) There will be no quota res¬ 
trictions on imports of 
textiles which are purely 
for re-export. 

(iii) Cotton fabrics of the 
cottag: industry containing 
less than five per cent man¬ 
made fibres by weight will 
fall outside quota limits. 


In the bilateral arrangement 
with the USA, export of cotton 
handloom male-ups and gar¬ 
ments fell outside quota res¬ 
trictions. In late 1975, the US 
authorities decided to include 
exports of handloom garments 
in the quota arrangement, 
on the pretext that handloom 
garments arc not manufactured 
in the cottage industry nor they 
are hand stitched/hand embroi¬ 
dered. An Indian delegation 
discussed the issue in Washing¬ 
ton to solve the problem. As 
a result of the negotiations, 
new quantitative ceiling were 
fixed for the quota year com¬ 
mencing from October 1, 1975. 

The Ganeraliscd Scheme of 
Preferences (GSP) continued 
to be in operation during 
1975. This scheme has been 
introduced by the enlarged 
EEC. Japan, Canada, Australia, 
New Zealand and Switzerland. 
The Generalised Scheme of 
Preferences continued to suffer 
from the same deficiencies. 
The only beneficial change 


Table 1 

Average Prices of Cotton in India between 1971 and 1975 

(Prices in Rs./candy ex-Bombay) 


Variety 

1971 

1972 

1973 

1974 

1975 

Wagad 

2,090 

1,455 

1,950 

3,085 

2,330 

Jayadhar 

2,740 

1,860 

2,445 

3,685 

2,760 

197/3 Khandesh 

2,670 

2,025 

2,470 

3,375 

2,895 

Kalyan 

2,505 

1,780 

2,280 

3,305 

2,555 

Punjab American 
320 F 

2,770 

1,910 

2,440 

3,420 

2.755 

Oigvijay 

3,230 

2,630 

3,085 

4,260 

3.210 

L-147 

2,940 

2,400 

2,910 

4,025 

3,230 
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introduced by the enlarged 
EEC was that these was a five 
per cent growth over the pre¬ 
vious quota. 

Tabic IT gives the production 
of cotton fabrics in India 
during 1975. 

The total production of 
cotton cloth in the mill sector 
and the decentralised sector 
during 1975 stood at 80,330 
lakh metres. This shows a 
decline of three per cent from 
the level of production of 
82*839 lakh metres during 1974. 
The production in the mill 
sector fell back from the peak 
level of 43,156 lakh metres in 

1974 to 40,322 lakh metres in 

1975 or by 6.2 per cent. The 
production in the decentralised 
sector continued to maintain an 


upward growth, though small 
from 39,683 lakh metres in 1974 
to 40*008 lakh metres in 1975. 
As compared to the level in 
1971, the increase in production 
during 1975 in the mill sector 
amounts to 1.9 per cent, while 
in the decentralised sector, the 
comparison between the pro¬ 
duction in the same two years 
reveals an increase of 17.7 
per cent. In the inter¬ 
national markets, there is a 
good demand for wide 
width sheeting, dobby and 
jacquard towellings, denims 
and canvas etc. This could 
be fulfilled only by increasing 
the installed capacity in the 
organised sector. 

Table III gives the category- 
wise production of millmade 


cotton piecegoods during 
1975. 

The composition in the pro¬ 
duction of cotton piecegoods 
underwent some minor changes 
between various categories. 
The share of production of 
coarse fabrics improved from 
5541 lakh metres in 1974 to 
5579 lakh metres in 1975. 
There was a short-fall in the 
production of medium B and A 
category from 32,292 lakh 
metres in 1974 to 29,544 lakh 
metres in 1975. Percentage¬ 
wise, the share of this group 
fell from 74.8 per cent in 1974 
to 73.3 percent in 1975. The 
production of fine fabrics also 
fell from 27,661 lakh metres 
(6.4) per cent in 1974 to 2516 
lakh metres (6.2 per cent) in 
1975. The production of super¬ 
fine entegory fabrics, however, 
reveals an increase from 2557 
lakh metres (6 per cent) in 1974 
to 2683 lakh metres (6.7 per 
cent) in 1975. The production 
of long staple cotton in India 
of the categories should give 
fillip to the production of fine 
and superfine fabrics. 

Cotton Yarn 

Table IV gives the count- 
wise production of cotton yarn 
during the last few years. 

The production of cotton 
yarn which reached a new peak, 
in 1974, of 10069 lakh kgs, 
fell back to a level of 9893 lakh 
kgs in 1975. In percentage 
terms, the fall works out to 
1.6 percent All count groups 
barring the two groups viz., 
21-30s and 31-40s, have regis¬ 
tered increase during the year 
under review. The count 
group from 1 to 10s rose from 
1036 lakh kgs in 1974 to 1068 
lakh. kgs. in 1975. Likewise, 
the production in the count 
group II -20s, improved from 
2766 lakh kg to 2955 lakh kgs 
during the corresponding years. 
The production in the group 


21-30s fell from 3188 lakh kgs 
in 1974 to 2706 lakh kgs in 
1975. The production in 31-40s 
declined from 2039 lakh kgs 
in 1974 to 1927 lakh kgs in 
1975. Consequent to the size¬ 
able production of long staple 
cotton within the country, 
the production in the count 
group 41-60s rose from 713 lakh 
kgs in 1974 to 764 lakh kgs 
in 1975. The production in the 
count group 61-80s also im¬ 
proved from 293 lakh kgs to 
335 lakh kgs in 1975. The 
production of count group 
“above 80s” improved from 
104 lakh kgs in 1974 to 138 
lakh kgs in 1975. 

Table V gives the figures of 
cloth processed in the mill 
sector. 

Bleached Cotton 

The quantity of bleached 
cotton fabrics, fell from 17,096 
lakh metres in 1974 to 16,854 
lakh metres in 1975. The 
production of piece dyed cloth 
improved marginally from 
11,641 lakh metres in 1974 
to 11,991 lakh metres in 1975. 
There was a sharp increase 
in the production of printed 
fabrics from 9,543 lakh metres 
in 1974 to 10,870 lakh metres 
in 1975. Mercerised fabrics 
have also registered an im¬ 
provement from 6383 lakh 
metres in 1974 to 6800 lakh 
metres in 1975. There was a 
fall in the production of san¬ 
forised fabrics from 3230 lakh 
metres in 1974 to 2882 lakh 
metres in 1975. The production 
of other chemically processed 
fabrics suffered a marginal fall 
from 716 lakh metres in 1974 
to 711 lakh metres in 1975. 

Table VI gives the exports 
of millmade cotton textiles 
during the last five years. 

Exports of cotton textiles 
during 1975 stood at Rs 26,356 
lakhs. This reveals a fall of 
Rs 5539 lakhs or 17,3 percent 


Tam f If 

Production of Cotton Fabrics in the Mill Sector and in the 
Decentralised Sector 

(Lakh metres) 



1971 

1972 

1973 

1974 

1975 

Production in the 
mill sector 

39,568 

42,449 

41,688 

43,156 

40,322 

Production in the 
decentralised 
sector (estimated) 

33.990 

37,770 

36,016 

39,683 

40,008 

Total 

73,558 

80,219 

77,704 

82,839 

80,330 

Table III 

Categorywise Production of Cotton Piecegoods 



(Lakh metres ) 


Year 

Coarse 

Medium 
B & A 

Fine 

Super¬ 

fine 

Total 

1975 

5579 

29,544 

2516 

2683 

40,322 


(13.8) 

(73.3) 

(6.2) 

(6.7) 


1974 

5541 

52,292 

2766 

2557 

43,156 


(12.8) 

(74.8) 

(6.4) 

(6.0) 


1973 

6045 

28,376 

3683 

3584 

41,688 


(14.5) 

(68.0) 

(8.9) 

(8.6) 


1972 

5900 

31,090 

2050 

3409 

42,449 


(14.0) 

(73.2) 

(4.8) 

(8.0) 


1971 

5025 

27,911 

2474 

4158 

39,568 


(12.7) 

(70.5) 

(6.3) 

(10.3) 



Note : Figures in brackets represent percentage to the total 
production. 
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over the record performance 
ofRs31, 895 lakhs during 1974. 
As compared with the per¬ 
formance of Rs 22,635 lakhs 
during 1973, exports during 
1975 have fared well. During 
1975, exports of cotton piece- 
goods and cotton yarn suffered 
a serious setback. The levels 
of performance of cotton 
apparel items and cotton 
hosiery items were however 
higher than recorded a year 
earlier. Shipments of cotton 
made-up items revealed a 
decline during the year under 
review. 

Piecegoods Exports 

Exports of cotton piecegood 
revealed a considerable short¬ 
fall during 1975. Quantita¬ 
tively, there was a fall for 
the second year in succession 
from a record level of 6309 
lakh square metres in 1973 
to 4498 lakh square metres in 
1974 and again to 3323 lakh 
square metres in 1975. Value- 
wise, shipments rose from 
Rs 13,757 lakhs in 1973 to a 
record of Rs 15,328 lakhs in 
1974, but declined to Rs 10,027 
lakhs in 1975. The unit value 
realisation rose from Rs 2.18 
per sq. metre during 1973 to 
Rs 3.41 per sq. metre during 
1974. In 1975, the unit reali¬ 
sation stood at Rs 3,02 per 
square metre, indicatinga sharp 
decline in the prices of cotton 
textiles in the world markets. 
Our shipments of cotton piece- 
goods to the markets such as 
West Germany, the UK, the 
USA, Australia, Sudan, Iran and 
Bangladesh were considerably 
lower. This shortfall was 
made good to some extent by 
increased shipments to Dubai, 
Saudi Arabia, Fiance, Poland 
and the USSR. 

Exports of cotton yarn, on 
^account of high prices, were 
^considerably lower during 
1,1975. Shipments aggregated to 

! EASTERN economist 


38.7 lakh kgs, valued at Rs 624 
lakhs. This reveals a sharp 
fall from the level of 114 lakh 
kgs. valued at Rs 1938 lakhs 
recorded during 1974. On 
account of the evcrchanging 
policies governing the exports 
of cotton yarn from this coun¬ 
try, overseas buyers have shied 
away from the Indian market to 
seek their regular supplies frfom 
other producing countries. 
During 1975, the UK, Czecho¬ 
slovakia and New Zealand were 
the major markets for cotion 
yarn, though their offtakes 
during 1975 were considerably 
below the levels of purchases 
during 1974. 

Exports of cotton apparel 
have grown ten-fold from 
Rs 1,177 lakhs in 1971 to 
Rs 11,190 lakhs in 1975, which 
also compares well with the 
performance of Rs 9206 lakhs 
recorded during 1974. The USA, 
the UK, France, West Germany, 
Italy, Netherlands, Australia, 
Sudan, Iraq and Canada have 
been the important buying 
countries of cotton apparel 
from India. Shipments to 


the USA sharply rose from 
Rs 2695 lakhs in 1974 to 
Rs 5227 lakhs in 1975. 

Shipments of cotton hosiery 
have grown twenty-fold from 
Rs 37 lakhs in 1971 to Rs 759 
lakhs in 1975. This also com¬ 
pares favourably with the per¬ 


formance of Rs 528 lakhs 
during 1974. Iraq was the 
leading market in 1975 with 
a maiden purchase of Rs 178 
lakhs. The other leading mar¬ 
kets for cotton hosiery items 
during 1975 were France, Italy, 
West Germany, the UK, 


Tabu V 

Cloth Processed in Mills Sector : 1971-1975 


(Lakh meters) 


Year 

Blea¬ 

ched 

Picce- 

dyed 

Printed 

Mer¬ 

cerised 

San- Other 
forised chemi¬ 
cally 
pro¬ 
cessed 

1975 

16854 

11991 

10870 

6800 

2882 

71J 


(41.8) 

(29.7) 

(26.9) 

(16.7) 

(7.1) 

(1.7) 

1974 

17096 

11641 

9543 

6383 

3230 

716 


(39.6) 

(26.9) 

(22.1) 

(14.8) 

(7.5) 

(1.6) 

1973 

16602 

11851 

9462 

7695 

4058 

996 


(39.8) 

(28.4) 

(22.7) 

(18.5) 

(9.7) 

(2.3) 

1972 

17566 

12749 

10668 

6761 

3264 

846 


(41.4) 

(30.0) 

(25.1) 

(15.9) 

(7.7) 

(2.0) 

1971 

16446 

11700 

9231 

7447 

3753 

836 


(41.6) 

(29.6) 

(23.3) 

(18.8) 

(9.5) 

(2.1) 


Note: Figures in brackets represent percentages to the total 
production in the mills sector. 


Table IV 


Countwisc Production of Cotton Yarn 


(Lakh kgs) 


Year 

1-10s 

II-20s 

21-30s 

31-40s 

41-60s 

61-80s 

Above 

80s 

Total 

1975 

1068 
<10.8t 

2955 

(29.9) 

2706 

(27.3) 

1927 

(19.5) 

764 

(7.7) 

. W 

138 

(14) 

9893 

1974 

1036 

(10.2) 

2766 

(27.4) 

3188 

(31.6) 

Is 

713 

(6.9) 

293 

(2.8) 

104 

(1.0) 

10069 

1973 

1232 

(12.4) 

2958 

(29.6) 

2678 

(26.8) 

1910 

(19.1) 

765 

(7.7) 

273 

(2.7) 

166 

(1.9) 

9982 

1972 

1160 

(H.9) 

2639 

(27.2) 

2900 

(29.8) 

1851 

(19.0) 

695 

(7.2) 

281 

(2.9) 

197 

(2.0) 

9723 

1971 

1035 

(11.7) 

2243 

(25.5) 

2529 

(28.7) 

1772 

(20.1) 

736 

(8.4) 

279 

(3.2) 

216 

(2.4) 

8810 


Note : Figures in brackets represent percentage to the total yarn production. 
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Czechoslovakia, East Germany, 
Poland, the USSR, the USA 
and Australia. 

Exports of other niade-up 
items recorded a fall from 
Rs 4892 lakhs during 1974 to 
Rs 3754 lakhs in 1975. Cotton 
towels, handkerchievcs, sew¬ 
ing thread, bed-sheets, pillow¬ 
cases, cotton sacks and embroi¬ 
dered cloth- were the major 
items during 1975. If the pro¬ 
duction base for dobby and 
jacquard towels can be increa¬ 
sed, we will be able to satiate 
the large demand for such 
items in the world markets. 

Table VII gives the process- 
wise composition of trade in 
cotton piecegoods. 

Composition of Trade 

The share of grey cotton 
piecegoods in the total exports 
of cotton piecegoods from 
India stood at 53.4 per cent in 
1971 rose to 62.7 per cent in 
1973 and has since declined to 
51.9 per cent in 1975. The 
phenomenal increase in the 
shipment of greys in 1973 was 
on account of the commodity 
boom in that year. The quan¬ 
tity of grey piecegoods in abso¬ 
lute terms has declined sharply 
from 3954 lakh square metres 
in 1973 to 2455 lakh square 
metres in 1974 and to 1726 
lakh sq. metres in 1975. Grey 
drills, grey long cloth, grey 
sheetings and grey canvas 
were the items which shared 
the shortfall in shipments. The 
UK was the leading market 
for Indian greys during 1975, 
taking as much as 494 lakh 
sq. metres. 

Exports of bleached fabrics 
accounted for 20 per cent of 
the total exports during 1975. 
in quantitative terms shipments 
have considerably receded from 
1150 lakh sq. metres in 1973 
to 855 lakh sq. metres in 1974 
and again to 666 lakh sq. metres 
in 1975. The USSR was the 


leading market for bleached 
fabrics with an offtake of 261 
lakh sq. metres. Bleached sheet¬ 
ings, bleached voiles/mulls, 
bleached long cloth and blea¬ 
ched shirtings were the major 
items shipped during 1975. 

Shipments of printed fabrics, 
although in percentage terms 
increased from 12.5 per cent 
in 1973 to 18.2 per cent in 
1975 in absolute terms, it 
receded from 789 lakh sq. 


metres in 1973 to 603 lakh 
sq. metres in 1975. Shipments 
of printed goods to Australia, 
the USA, Sudan and Iran were 
considerably lower during the 
year. Exports to Russia were 
however well maintained. 
Shipments of printed goods to 
the principal Middle East mar¬ 
kets like Saudi Arabia were 
also high. 

Exports of piece-dyed goods 
declined from 327 lakh sq. 


metres in 1973 to 318 lakh sq. 
metres in 1974, and again to 
256 lakh sq.. metres in 1975. 
As a share expressed on the 
total exports, the percentage 
of piece-dyed goods to total 
exports of cotton fabrics have 
improved from 5.2 per cent in 
1973 to 7.7 per cent in 1975. 
Shipments of piece-dyed fabrics 
to Australia, New Zealand and 
the USSR were considerably 
lower during the year. The 


Taih n VI 

Exports of Millmade Cotton Textiles from India : 1971-1975 


Year 

Cotton piecegoods 

Cotton yarn 

Cotton 

apparel 

L. Rs. 

Cotton 

hosiery 

Other 

c )tton 

m r rs. 

Total 

Qty. L 

sq. nurs. 

Value 

L. Rs. 

Qty. L 
Kps. 

L Rs. 

L. Rs. 

L. Rs. 

Value 

L. Rs. 

1975 

3323.7 

10027.9 

38.7 

624.7 

11190.7 

759.0 

3754.0 

26356.4 

1974 

4498.3 

15328.8 

114.5 

1938.9 

9206.9 

528.4 

4892.4 

31895.4 

1973 

6309.8 

13757.5 

119.3 

1307.5 

4764.1 

174.9 

2631.5 

22635.5 

1972 

4305.6 

8109.0 

222.3 

2274.4 

2481.7 

88.4 

2055.9 

15009.4 

1971 

3892.4 

6659.5 

124.0 

1288.5 

1177.1 

37.7 

1722.9 

10935.7 


Tabu VII 

Process wise Exports of Cotton Piecegoods : 1971-1975 


(Lakh sq. metres) 


Year 

Grey 

Bleached 

Printed 

Piece-dyed 

Yarn-dyed 

Total 

1975 

1726.3 

666.9 

603.9 

256.9 

69.7 

3323.7 


(51.9) 

(20.1) 

(18.2) 

(7.7) 

(2.1) 


1974 

2455.6 

855.2 

733.2 

318.1 

136.2 

4498.3 


(54.6) 

(19.0) 

(16.3) 

(7.1) 

(3.0) 


1973 

3954.0 

1150.7 

789.1 

327.0 

89.0 

6309.8 


(62.7) 

(18.2) 

(12.5) 

(5.2) 

(1.4) 


1972 

2310.1 

605 vt 

920.8 

378.3 

91.0 

4305.6 


(53.6) 

(14.1) 

(21.4) 

(8.8) 

(2.1) 


1971 

2078.5 

597.3 

709.8 

393.4 

113.4 

3892.4 


(53.4) 

(15.3) 

(18.3) 

(16.1) 

(2.9) 



Note : Figures in brackets represent percentage to total. 
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offtake of piece-dyed goods by 
other traditional markets was 
steady. 

Exports of yarn-dyed fabrics 
suffered a serious set-back. 
Shipments rose from 89 lakh 
sq. metres in 1973 to 136 lakh 
sq. metres in 1974, but fell 
back by half to 69 lakh sq. 
metres in 1975. Iran slashed 
down her offtake of yarn-dyed 
goods from 62 lakh sq. metres 
in 1974 to 36 lakh sq. 
metres in 1975. This accounts 
for the sharp decline in the 
overall position. The offtake 
of yarn-dyed g>ods by Aus¬ 
tral : a and New Z* a'and were 
also lower during the year. 

Table VIII gives zonewiso 
exports of cotton piecegoods 
from India during the lad; 
live years. 

Fall in Volume 

During 1975, there was a 
fall for the second consecutive 
year in the total export volume 
of cotton piecegoods from 
India. From a peak level of 
6,309 lakh square metres 
(l.s.m.) in 1973, exports fell 
to a level of 4,498 I .s.m. during 
1974 and again to 3,323 l.s.m. 
in 1975. As compared to 
1973, the fall works out to 
47.3 per cent during 1975. 
In order to improve the export 
qualities of cotton textiles, the 
quality inspection standard 
has been raised from Standard 
Ill to Standard II andthemills 
are required to conform to 
this higher standard for all 
export markets. After some 
initial difficulty, the mills arc 
expected to improve their qua¬ 
lity s'andards which will have 
a beneficial effect in reducing 
complaints from overseas buy¬ 
ers. 

Shipments to Asian zone 
fell from the peak level of 
1,804 l.s.m. in 1973 to 980 

EASTERN ECONOMIST 
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l.s.m. in 1975 by almost 45.6 
per cent. Iran which had ac¬ 
counted for an offtake of 409 
l.s.m. in 1974 restricted her 


offtake to 172 l.s.m. in 1975. 
Hong Kong, Malaysia, Singa¬ 
pore and Japan which were the 
other major buyers of cotton 


piecegoods in 1973, hardly 
bought any quantity during 
1975. Even Thailand reduced 
her offtake substantially during 


Tauix VIII 

Zonewise Exports of Colton Piecegoods : 1971-1975 


Year 

Asia 

Afrl a 

Europe 

America 

Oceania 

Total 

1975 

980.1 

94.1 

1757.3 

371 8 

120.4 

3323,7 

1974 

1234.6 

188.7 

1888.9 

790.1 

407.0 

4498.3 

1973 

1804,0 

231.3 

3029.6 

954.2 

2>0.7 

6309.8 

1972 

834.4 

295.1 

2238.9 

780.3 

156.9 

4305.6 

1971 

649.8 

952.7 

1418.8 

647.5 

223.6 

3892.4 


Taw i: IX 

Zonewise Exports of all Cotton Textiles from India in 1974 and 1975 


Zone 

Year 

Cotton 

piecegoods 

Cotton 

yarn 

Apparel 

I I osier v 

Other 

madeups 

I.. Rs. 

Total 

L.Sq. Mir. 

L. Rs. 

L. Kgs. 

L. Rs. 

L. Rs. 

L. Rs. 

L. Rs. 

Asia 

1975 

980.1 

2,780.3 

11.3 

146.2 

377.4 

224.2 

825.8 

4,353.9 

1974 

1,223.6 

3,398.4 

12.2 

155.0 

310.3 

31.2 

1,027.6 

4,922.6 

Africa 

1975 

94.1 

310.4 

6.3 

173.7 

79.8 

10.2 

364.8 

910.9 

1974 

188.7 

639.3 

7.8 

173.7 

66.4 

8.3 

441.3 

1,329.0 

Europe 

1975 

1,757.3 

5,382.7 

17.4 

270.9 

4,665.0 

329.1 

2,085.5 

12,733.2 

1974 

1,888.9 

6,639.1 

88.3 

1,514.9 

5,158.4 

334.2 

2,586.5 

16,233.1 

America 

J975 

371.8 

1,053.9 

neg. 

0.9 

5,774.2 

172.7 

364.6 

7,366.3 

1974 

790.1 

2,956.6 

0.1 

0.9 

3,028.6 

138.9 

644.4 

6,768.4 

Oceania 

1975 

120.4 

500.6 

3.7 

61.2 

294.3 

22.8 

J33.3 

992.2 

1974 

407.0 

1,696.4 

6.1 

94.4 

643.2 

15.8 

192.6 

2,642.4 

Total 

1975 

3,323.7 

10,027.9 

38.7 

624.7 

11,190.7 

759.0 

3,754.0 

26,356.4 

1974 

.. 4,498.3 

15,328.8 

1J4.5 

1,938.9 

6,206.9 

528.4 

4,892.4 

31,895.4 
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Table X 


1975. However, the oil rich 
Middle East countries like 
Muscat, Saudi Arabia and 
Dubai increased their offtake 
substantially from India during 
1975. 

In the African zone, ship¬ 
ments continued to drift to 
lower levels. From 188 l.s.m. 
in 1974 exports fell by half to 
94 l.s.m. in 1975. The major 
market for this zone, viz., 
Sudan reduced her offtake from 
120 l.s.m. in 1974 to46 l.s.m. 
in 1975, accounting for almost 
the total fall in the shipments 
to this zone. The performance 
in Ethiopia was also lower 
during the year. Shipments 
to smaller markets like 
Mauritius, Nigeria and Sey¬ 
chelles were steady. 

Record Level 

Exports to European zone 
which touched a record level 
of 3,029 l.s.m. during 1973 
fell back to 1,888 1 .s.m. in 1974. 
Shipments during 1975 dete¬ 
riorated to a still lower level of 
1,757 l.s.m. Shipments to 
France, the USSR and Poland 
were higher during 1975. How¬ 
ever, other markets such as 
Italy, West Germany, East Ger¬ 
many and Sweden considerably 
reduced their offtake during the 
year. 

In the American zone, ship¬ 
ments stood at 371 lakh sq. 
metres during 1975 which is 
far below the level of 790 
l.s.m. in 1974 and the record 
level of 954 l.s.m. in 1973. 
Exports to the USA, the major 
market in this zone, fell by 
more than half from 710 
l.s.m. in 1974 to 328 l.s.m. 
in 1975. Exports to Canada 
were also lower at 38 l.s.m. 
during 1975 as against 74 l.s.m. 
in 1974. 

Shipments to Oceania which 
rose continuously from 156 


lakh sq. metre in 1972 to 407 
l.s.m. in 1$74, fell back to 
120 l.s.m. in 1975. The major 
market in this zone, viz. 
Australia, reduced her 
offtake from 209 l.s.m. in 1974 
to 85 l.s.m. in 1975. The 
shipments to New Zealand 
also declined from 134 l.s.m. 
in 1974 to 23 l.s.m. in 1975. 
Shipments to Fiji were also 
lower. 

Table IX gives the zonewise 
exports in value terms of all 
millmade cotton textiles, dur¬ 
ing 1974 and 1975. 

Exports of all cotton textiles 
fell from Rs 31,895 lakhs in 
1974 to Rs 26,356 lakhs in 1975. 
While shipments of piecegoods, 
made-ups and yarn fared badly 
exports of cotton apparel and 
hosiery reached new heights. 
Garments rose from Rs 9,206 
lakhs in 1974 to Rs. 11,190 
lakhs in 1975, while hosiery 
goods rose from Rs. 528 lakhs 
in 1974 to Rs 759 lakhs in 1975. 

Major Buyers 

Europe emerged as the major 
buyer for all cotton textiles 
items accounting for as much 
as Rs 12,733 lakhs during 1975 
or 48,3 percent. The American 
zone was the second major 
market accounting for 27.9 per 
cent in 1975. European and 
American zones together ac¬ 
count for as much as 76 per cent 
of the total exports of cotton 
textiles from India during 
1975. Shipments of the indi¬ 
vidual items have also followed 
the same pattern, except that 
cotton yarn was shipped more 
to the Asian/African zones and 
some quantity to the Oceania. 
The demand for cotton gar¬ 
ments and hosiery was well 
sustained but for the limitations 
on our exports by way of quota 
restrictions, shipments would 
have been even higher. 


Major Consumers of Indian Cotton Piecegoods in 1974-1975 


1974 

Lakh sq. 

1975 

Lakh sq. 



Rank Country 

metres 

Rank Country 

metres 

1. USA .. .. 

2. UK .. 

710.6 

690.7 

'■JP' 

2/USSR .. 

598.4 

595.3 

3. USSR .. 

530.7„ 

3. Nepal .. 

364.1 

4. Iran .. 

409.6 

4. USA .. 

328.1 

5. Nepal .. 

306.8 

5. Poland . * .. 

296.1 

6. Australia 

255.3 

6. Iran 

172.2 

7. Poland 

144.2 

7. Saudi Arabia .. 

105.0 

8. New Zealand 

134.4 

8. France .. 

90.9 

9. West Germany 

133.8 

9. Dubai .. 

88.2 

10. Bangladesh .. 

132.4 

10. Australia 

84.9 

11. Sudan .. 

120.9 

11. Bangladesh 

66.3 

12. Canada 

74.7 

12. Sudan .. 

46.5 

13. France.. 

67.4 

13. Canada 

38.2 

14. Sweden 

59.6 

14. Muscat.* 

37.4 

15. Hong Kong .. 

54.3 

15. Italy 

35.7 

16. Hungary 

51.9 

16. West Germany 

35.2 

17. West Germany 

51.1 

17. Bahrain 

29.8 

18. Italy .. 

48.2 

18. Bulgaria 

28.0 

19. Saudi Arabia .. 

41.7 

19. New Zealand .. 

23.0 

20. Dubai 

39.2 

20. Sweden .. 

20.3 



Subtotal 3083.9 

21. Afghanistan .. 

34.2 

Or 92.8 per cent of the total 

22. Iraq 

33.8 

exports of 3323.7 

lakhs sq. 

23. Malaysia 

31.5 

metres. 


Sub total 

4157.0 



Or 92.4 per cent of the total 



exports of 4493.3 
fhetres. 

lakh sq. 




Source : “India’s Exports of Cotton Textiles In 1975”, 
The Cotton Textiles Export Promotion Council. 
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A rising in the north 

The northern states rose in revolt—and the Congress party found itself down and 
out. The result is wholly gratifying. An evil attempt at establishing a tied and 
tutored “democracy” in our country has collapsed in the nick of time. How this 
result has been achieved is a question which may have many answers and these need 
to be carefhlly sorted out. It need not be doubted, of course, that a vast number of 
people from among the many, many millions who voted against the Congress candi¬ 
dates, did so because it did comprehend even the finer points of the distinction bet¬ 
ween democracy and demagogy, between government by the norms of a parliamentary 
system and rule or reign through a personality cult. It may be assumed also that an 
equally large number of voters sensed that the “gains of the emergency” even to the 
extent they were real, were not worth the relentless repression of all political opposi¬ 
tion and the savage suppression of civil liberties which the government resorted to in 
order to make the emergency work. All the same, it would be grossly naive to assume 
that all of those hordes of citizens who went to war with the ruling party that was, 
that was, at the hustings, had their ire aroused because Mrs Gandhi and her advisers 
had violated the Constitution of the Republic of India. 

If hundreds of thousands of men and women from the villages of the teeming 
“Hindi belt”, the industrial townships of Punjab, Haryana, Uttar Pradesh, West 
Bengal and Maharashtra and the slums and government offices of the metropolitan or 
other cities in the states north of the Vindhyas went to the polling booths with anger 
in their heart and turned their faces away from the “cow and calf” on their ballot 
papers, it was essentially because the political and bureaucratic excesses of the emer¬ 
gency and the criminal act of the cloak-and-dagger men who exploited it to their own 
advantage had hurt to a greater or less extent the selves or sensibilities of themselves or 
their neighbours. The Swaran Singhs, the Gokhaies and the Niren Des might have 
outraged the conscience of the nation by the cavalier manner in which they discussed 
or dealt with the right of the citizen in a democracy to the rule of law, but it was the 
Bansilals, the Bhagats and the {unspeakable) Shuklas who saw to it that the Nehru 
name became synonymous with a tyranny that dug deep Into the bowels of indivi¬ 
duals and the everyday existence of ordinary families. 

Strangely enough, all this—but also something more—seem to explain how 
the Congress has managed to survive in the south. To start with, Mr Sanjay 
Gandhi’s blitz against fertility in the male had stopped short of the Krishna if not 
the Godavari. Secondly, the DMK government in Tamil Nadu—whatever its faults— 
had not left much scope for the Jag Mohan-Vidya Behn Shah-Tamta tactics of urban 
beautification. Mr Kartinanidhi had established that, while graft was easy and might 
be admissible in slum clearance, intimidation and other strong-arm techniques were 
dispensable. In the third place, apart from stray abominations such as the barbari¬ 
ties perpetrated against some individuals such as Snehlata Reddy and Lawrence Fer¬ 
nandez in Karnataka, the southern states were mercifully spared the kind of organized 
gangsterism symbolised by the mid-night knock on the door which disgraced the 
mopping up operations directed by the powers-that-be against their political oppo¬ 
nents or personal enemies in places such as Haryana, Madhya Pradesh, UP, Bihar, 
Gujarat, Maharashtra and Delhi. The DMK men were no doubt hounded, harassed 
and impounded in Tamil Nadu, but there was a feeling in that state that many of them 
deserved what came to them. It is not at all rare in the history of governments and 
peoples for the persecuted to fail to enlist sympathy because they have succeeded only 
too well by their conduct earlier in persuading the public that hanging might be too 
good for them. 

Hence the absence of any sweeping anti-Indira or anti-Congress current in the 
south. Mr Asoka Mehta's phrase about “from Kashmir to Kanyakumari” was 
geographically impressive, but politically inaccurate. There now remains the amazing 



rout of the Janta or its allies in this part 
oflndia to explain. The case of Kerala 
is simple enough. It is also a straight 
forward one. The Achutha Menon govern¬ 
ment had given the state more political 
stability and better administration Jthan it 
had seen at any time in the past. This 
reasonably broad-based coalition seemed 
to reflect well enough the range of politi¬ 
cal affiliations or sectional interests of the 
people of Kerala. In any case, with grow¬ 
ing prosperity, they seem to be losing inter¬ 
est in the excitement of more “extreme” 
politics; the CP1(M), clearly, is no longer 
the force it was in coconut-land. In 
Karnataka and Andhra there has been 
no functioning opposition, whether above 
ground or underground, for quite a long 
time—much longer, in fact, than the 
emergency. The counter-force to the 
Congress got together in a hurry in these 

- -\ 

Father of the Nation 

We, in Eastern Economist^ have great plea¬ 
sure in carrying a picture of Gandhiji on the 
cover pace of this issue. On July 11,1975, 
we published a cover picture of him, walking 
away, with his back to the viewer. The 
censor cut out the caption “Whither India?” 

We repeated the censored picture for the next 
two weeks. Then we were asked why we 
were publishing this picture again and again. 
The meaning, we replied, was self-evident; 
Gandhi has turned his hack on us. All this 
over the phone. The result was that the 
entire picture was censored then and there 
and the Journal appeared without a front cover 
from August 1 onwards, until we hit upon 
the idea of repeating a picture of Nehru 
planting n sapling. The sapling of n free 
India? The censor dared not touch the pic¬ 
ture of the (father of the (then) prime minister, 
although he had “killed** earlier the picture of 
the Father of the Nation, 
v.- j 

states on the eve of the poll was in fact a 
spent force even before it took the field. 

There is still Tamil Nadu. The voting 
has made it clear that people’s anger 
against, disgust with and distrust of the 
DMK, thanks to that party’s record of 
institutionalized corruption, have become 
rooted beyond the point of forgetting and 
forgiving. The electorate’s dominant 
mood clearly was that whoever opposed 
the DMK deserved to win. The Congress 
party has been able to cash in on this 
sentiment, particularly through its alliance 
with the AIADMK, which seems to have 
succe&sftilly lived down its ancestry by 


turning approver in time. The Kamaraj 
^ Congress, which is in effect the Janta 
party in the south, was landed in a tragic 
situation. Not having enough financial 
or other resources to enter the contest in 
a sufficient number of constituencies, it 
blundered into a half-hearted electoral 
understanding with the DMK. Thereby 
it got caught in a common debris. It is 
possible that the Janta party in Tamil 
Nadu might have got more than the 
three seats it actually won had it gone 
it alone. Even so the final results would 
not have been materially affected. The 
problem was that there was no sufficiently 


With our exports during the first ten 
months of the current financial year 
around Rs 3,979.4 crores exceeding those 
during the whole of 1975-76 by nearly 
Rs 37.8 crores, the expectation which 
came to be entertained a couple of months 
ago that the year would end with approxi¬ 
mately Rs 4,800 crores export realisation 
appears to be materialising. This would 
mean that whereas compared to the last 
year, exports this year would increase by 
about Rs 820 crores, they would exceed 
the target set for the year by nearly 
Rs 300 crores. No small accomplishment, 
indeed, especially when note is taken of 
the fact that exports of sugar and silver, 
which imparted substantial buoyancy to 
exchange earnings last year, would register 
a marked decline this year. Sugar exports 
this year may not be even half of what 
they aggregated to last year (Rs 472.3 
crores). 

heartening performance 

Against the international background, 
our export performance this year as well 
as in 1975-76 can be termed heartening. 
Last year our exports registered an 
increase of slightly over 18 per cent, 
whereas the global trade grew only by 
about six per cent. Tikis year the world 
exports are expected to record approxi¬ 
mately 12 per cent growth. Our exports, 
on the other hand, may go up by slightly 
over 20 per cent. This should go some 
Way in correcting the persistent decline in 


dynamic emotive force working for die 
Janta party in this state. : L Had„ka|ajf^r 
Kamaraj been alive, things might have 
turned out differently The Taitjffi 
country, however, could identify Itself with 
the nation only through the adoption of a 
leader of national dimensions. Gandhi and 
the Gandhian leadership brought about 
this synthesis during the freedom struggle 
and thereafter. The Nehru name carried 
the magic forward for three decades. 
Mrs Indira Nehru Gandhi has shown 
that she could exploit at least this' 
southern tradition to the last despite the 
rising in the north. 


our share in global exports till 1974-75. . 
By that year, our exports had come to 
constitute just about 0.5 percent of global 
exports, as against 1.2 per cent a decade 
earlier. Last year this percentage worked 
out to approximately 0.54 per cent. Some 
further modest improvement can be 
expected in this percentage this year. 

appreciable increase 

Against the sharp drop in the exports 
of sugar, substantial gains are anticipated 
to accrue in our exports of several other 
commodities. The latest commoditywise 
data available for the eight months to 
November suggest that the items the 
exports of which went up appreciably 
during this period included iron and steel 
products (+Rs 134.3 crores), handicrafts 
(+Rs 115.4 crores), engineering goods 
(+Rs 95.3 crores), oilcakes (+Rs 78.2 
crores), finished leather (+Rs 41.8 
croress), fish and fish preparations 
(+Rs 41.2 crores), basic chemicals, 
pharmaceuticals and cosmetics (+Rs 32.8 
crores) and coffee (4-Rs 32.7 crores). 
Exports of tea and iron had registered 
moderate increases to the extent of Rs 18.4 
crores and Rs 15.8 crores, respectively. 
The export earnings went up moderately 
also in the case of cashew kernels, fresh 
and frozen meat, cotton piecegoods (fyotb 
mill-made and faandloom), other cotton 
manufactures, cotton apparel, leather and 
leather manufactures, coir products and a 
host of other items. Apart from sugar. 


Export prospects 
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And silver, the prominent commodities the 
export* of which suffered included edible 
oils and jute manufactures. 

The progress of exports during the 
recent; months and the state of order books 
suggest that exports of engineering goods, 
iron and steel and leather and leather pro¬ 
ducts would show a very impressive 
increase during the 12 months to March. 
A major breakthrough has been achieved 
in the exports of engineering products and 
iron and steel, particularly in the west 
Asian and the other neighbouring develop¬ 
ing countries thanks to going in a big way 
for undertaking turn-key projects there— 
both civil construction and industrial pro¬ 
jects. Exports of finished leather and 
leather goods are picking up well to the 
western advanced countries. 

larger exports 

While in the case of several items, 
particularly iron and steel, engineering 
goods, leather products, tea, coffee, etc, 
the quantities exported this year have been 
significantly larger, in the case of some of 
these items, especially tea, coffee, handi¬ 
crafts and such other items as fish and fish 
preparations, there is stated to have been 
some heartening improvement in the price 
realisation also. 

The improvement in the terms of trade 
in regard to tea and coffee can be expect¬ 
ed to be maintained for sometime. Due 
to the policy, of fostering value-added 
exports of leather and its products, the 
exchange earnings from this item too can 
be anticipated to grow in the coming year. 
But the same cannot be assumed in the 
case of iron and steel, food items and 
some other items of export. The current 
recessionary trends in the global and steel 
market can be anticipated to have a signi¬ 
ficant bearing, on our exports of iron ore 
and ferro-manganese. The international 
competition in the export of iron and steel 
products too can be expected to become 
mom intense, particularly from Japan and 
western Europe. It may, therefore, be 
difficult to maintain the exports of these 
raw materials as well as products after a 
few months according to the recent 
experience, The internal demand for steel 
should also grow with the envisaged 
stimulus to house construction activity at 
hope, particularly in the public sector 

aCONOMUT 


enterprises. The domestic sales of steel 
are said to have gone up by about 21 per 
coat during the 10 months to January— 
from a monthly avenge of 3.94 lakh 
tonnes during this period last year to 4.62 
lakh tonnes. In February, the domestic 
sales, it 1$ understood, touched the level 
of 5.48 lakh tonnes. The export realisa¬ 
tions from iron ore, ferro manganese and 
iron and steel products, thus, may not be 
kept up at high levels despite the efforts 
being made to negotiate better prices for 
iron ore exports. 

In the case of textile exports, the resis¬ 
tance being encountered in the European 
Economic Community and the United 
States as well as the keen competition from 
Hong Kong, Japan, Taiwan, etc, are 
negative factors to be contended with. The 
recent clamour for the curtailment of tea 
exports in the interest of containing the 
prices in the domestic market may bring 
down these exports in physical terms. 
But the firmness in the international 
market due to below-average output in the 
competing countries can mitigate to some 
extent the rigours of smaller physical 
exports. The future export performance 
on the engineering front depends a great 
deal on the care taken to execute the 
orders received recently. If these orders, 
particularly those for turnkey projects, are 
fulfilled according to the tight schedules 
governing them and we are scrupulous 


about quality, the uptrend in these exports, 
in fact, may gather momentum. 

There is stated to be some revival of 
demand for our jute goods. This is a help- 
fill factor for our export performance. 
The international sugar market too should 
improve somewhat if the current efforts of 
the major sugar exporting countries of the 
western hemisphere to secure a minimum 
price of Rs three per kg fructify. The up- 
tren J in the overall global trade, if main¬ 
tained, also should help in introducing 
more items in our export list, the most 
important among them being electronic 
products. 

The overall export outlook in the near 
future, thus, continues to be quite promis¬ 
ing despite the fact that, as indicated 
above, there may be setback to ex¬ 
ports of some items, either due to reces¬ 
sion in international prices or growth in 
the domestic demand for them. But if we 
have to take advantage of the improved 
outlook, care has to be taken that not 
only the export drive is vigorously kept 
up but also inflationary tendencies in our 
economy are contained. The uptrend in 
our price level during the recent months, 
though it still continues to be moderate 
compared to the rate of inflation in 
several advanced countries, surely, can 
erode considerably the advantage which 
we could derive from the containment of 
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The coffee Industry has made remarkable pro¬ 
gress in the early post-war era. In 1946, the 
industfy seta new production record by producing 
more than 25,000 tons of coffee or about 50 per 
cent more than the previous year. Outstan¬ 
ding among the war-time gains to the industry 
has been a persistent rise in the Internal consump¬ 
tion of coffee. It is estimated that during the 
war years, consumption in the country amounted 
to 17,000 tons as against 7,000 ton* before the 
war. At present, it is gratifying to note that the 
home market can absorb almost the whole normal 
production of the country. This tatisftctory posi¬ 
tion is mainly attributable to the salea promotion 
activities of the India Cofflse Board. The sales 
turnover of coffee houses maintained by the Board 


in different parts' of the country amounted to 
Rs. 45 lakhs as against Rs. 73,353 in 1939-40. 
The habit of drinking coffee is likely to spread 
with the rise in the standard of living of the 
people, if accompanied by strenuous propaganda 
for this beverage. Since the war, the quantity 
and direction of coffee exports has changed alpt. 
Before the war, France was the leading buyer, but 
during the war years, offtake by UK, Ceylon and 
Iraq increased considerably. As compared to the 
pre-war average of 8,000 tons, exports of coffee 
camedown to 3,000 tons in 1943-44, declined 
further to 1.292 and 1,437 tons in 1944-45 and 
1945-46 respectively. If efforts are made to re¬ 
capture pre-war markets, a considerable export 
trade in coffee can also be built up. 
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the price levet between September, 1974, tendencies are gathering momentum. The 
and June last year. Currently, the whole- poll-eve concessions announced by several 
sale prices index has marginally exceeded state governments will only add to die 
the 1974 peak level. More important, inflationary pressures. Serious thought 
however, is the fact that the inflationary needs to be bestowed on this issue. 


Too hot to drink 


The Indian producers of coffee and tea 
would not have imagined in their wildest 
dreams that there would bean unprece¬ 
dented boom in world prices and the 
major consuming countries in the world 
would compete actively for snapping up 
whatever supplies of these beverages are 
available. The flare up in coffee prices 
has of course been in evidence for over 
a year now though it was not anticipated 
that the fantastically high prices would 
be sustained over a long period. The 
expectations of some international dealers 
of the drop in the prices of coffee 
have not materialised and there is a 
virtual scramble for Indian coffee and the 
Coffee Board is finding it extremely diffi¬ 
cult to meet the needs of its regular 
customers. 

cradltablo performance 

Even by the middle of last year world 
prices had more that doubled in a few 
months and it was felt that foreign ex¬ 
change earnings through exports of over 
56,000 tonnes would constitute an all-time 
record of Rs 100 crores. This perfor¬ 
mance should be considered highly credit¬ 
able as the value of exports in 1974-75 
was only Rs 51.36 crores. The recent 
developments, however, have come about 
In an unexpected manner as the Brazilian 
crop has again been disappointing and 
availability is likely to be short of earlier 
estimates by 3.5 million bags, at six mil¬ 
lion bags. With no significant increase 
in exportable surpluses of other major 
producers, hectic buying has led to ubeliev- 
able rise in prices and the London quo¬ 
tation crossed the £4,000-mark early this 
month and there has since been a further 
rise to over 17000 per tonne in New York. 

It is hard to believe that the present 
high prices will be maintained in the 
coming months. However, the quotations 
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for forward position several months ahead 
are unchanged and there is even a pre¬ 
mium at some stages. Will it be justifiable 
then to assume that the average prices 
realised on exports in 1977-78 will be 
£3000 per tonne? Indian exports can be 
easily 58,000 tonnes as it is expected that 
the 1976-77 crop will exceed easily 95,000 
tonnes, and the yield in 1978-79 tco may 
be even 100,000 tonnes. The foreign 
exchange earnings secured through coffee 
can thus be even Rs 260 crores which is 
equal to the contribution likely to be made 
by tea in 1976-77. 

one-way rise 

The Coffee Board has been carefully 
regulating releases at the export auctions 
with a view to securing maximum advan¬ 
tage for the growers. But the actual ex¬ 
porters have derived greater advantage 
out of the purchases in the past few 
months on account of the one-way rise in 
prices. It has been possible for them to 
overcome more than fully the losses sus¬ 
tained in the last quarter of 1976 when 
there was an abrupt rise in the export 
duty to Rs 13,000 per tonne from Rs 5,000 
per tonne. There has naturally been keen 
bidding at the recent auctions and the 
price fetched was around Rs 40,000 per 
tonne exclusive of export duty and other 
levies. 

Even allowing for freight and other 
charges the profit margin is quite hand¬ 
some as available stocks can be easily 
disposed of in a sellers* market. Not long 
ago the coffee growers were happy if a 
net price of Rs 15,000 per tonne could be 
realised on exports. They cannot pro¬ 
bably now grumble that the export duty 
is burdensome though the Karnataka 
government can legitimately complain 
that it is losing considerably by way of 
its share as taxes on profits of coffee 
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producers, because of the levy of high 
export duty. The revenue realised by the 
centre in 1977-78 can be even Rs 75 
crores assuming that there is no change 
in the export duty. If anything, (the cen¬ 
tral exchequer may be tempted to raise 
the duty to even Rs 15,000 per tonne if 
world prices remained around £4000 per 
tonne. Apart from the windfall revenues, 
the foreign exchange earnings will be use¬ 
ful in implementing Plan schemes. There 
is of course no dearth of foreign exchange 
resources and with the prospect of even 
a trade surplus in 1977-78, the union 
Finance ministry is likely to feel embar¬ 
rassed that the allocations in foreign ex¬ 
change for Plan purposes would serve no 
useful purpose unless some novel methods 
were devised for realising counterpart 
rupee funds. 

internal prices 

Happily there has been no abnormal 
rise in prices in the internal auction. For 
a time, it was feared that inadequate relea¬ 
ses might have a disturbing effect. As 
arrivals against the new crop were delayed 
and export commitments had to be ful¬ 
filled, open market prices tended to rise 
and only with the larger releases at recent 
auctions a further increase in values has 
been prevented. The coffee addict may 
however complain that there has been a 
rise of over 40 per cent in 12 months at 
the retail end and coffee depots cannot 
meet the needs of all consumers. The 
system of issuing rationed quantities at 
fixed prices in some centres is appreciated 
but the full requirements of card holders 
cannot be met, not to speak of those of ' 
all consumers at the lower fixed prices. 

The Coffee Board however may daiih 
that it had done a good job as the average 
price is only Rs 16 per kg against the 
world price of Rs 65 per kg. The system 
of pooled sales has been helpful ih pre¬ 
venting a flare up in internal prices as has 
happened in the case teas, at the recent 
internal and export auctions. There will 
be no shortage of coffee for the home 
market as a quantity of 38,000 tonnes can 
be earmarked for its use. It may how¬ 
ever be said that another 5,006 tonnes of 
exports can fetch foreign exchange earn¬ 
ings of over Rs 30 crores. This quantum 
is not needed in the present content of 
affluence in foreign exchange reserves. 
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What is needed is internal price stabilisa¬ 
tion without exports inducing inflatio¬ 
nary effects. 

The south Indian tea producers also 
are extremely happy. In spite of unfavour¬ 
able weather conditions in 1976 at some 
stages, the output of estates in the sou¬ 
thern region has been quite satisfactory 
at 110 million kg against 106.6 million kg 
in 1975. The spurt in London prices has 
come about unexpectedly as a rise of 
over 70 per cent has been recorded in less 
than seven months. The boom has been 
pronounced particularly since January 
and at the latest Cochin auctions CTC 
grades were fetching double the prices 
secured at the same time in 1976. While 
latest prices are double those of the same 
week in March last year, the average 
since the beginning of this year is higher 
by more than 50 per cent as compared to 
the average for the corresponding period 
in 1976. The question is for how long the 
uptrend will last and to what extent 
Indian exports can be maximised. 

bumper profits 

As north Indian teas may be available 
in volume only from April, the holders of 
stocks out of the output of last year are 
realising bumper profits. The south 
Indian tea estates on the other hand, are 
producing teas all the year round and 
with a careful policy, high prices are 
being realised on current production. 
Even if an average price of Rs 15 per kg 
can be realised on aggregate exports in 
1977-78 the foreign exchange earnings can 
be Rs 350 crores. However, having 
regard to the fact that the current price is 
over Rs 20 per kg, an average of Rs 18 
per kg can secure foreign exchange earn¬ 
ings of over Rs 410 crores. There is, there¬ 
fore, the prospect of coffee and tea earn¬ 
ing through exports as much as Rs 600 
crores in 1977-78 on a conservative esti¬ 
mate and even Rs 650 crores with the 
realisation of higher average prices. These 
earnings will be Rs 250-300 crores more 
as compared to 1976-77. 

The sudden rise in world prices and 
free bidding at the internal and export 
auctions have resulted in a concurrent 
rise in internal prices and the govern¬ 
ment of India is concerned about the 
abrupt rise in the cost of a popular beve¬ 
rage. The pocketing companies are feeling 


awkward as there is a rush for their 
packets which are sold at fixed prices. The 
changes in selling prices can be effected 
only with reference to the government 
and it remains to be seen how packeted 
teas will be marketed in the coming 
months. There is, perhaps, no alternative 
to levying a high export duty on tea. 

A decision in this regard may be taken 
after the new Parliament is formed and the 
new government takes charge. A specific 
duty of Rs 3 per kg can be realised or it 
can be stipulated that there can be varying 
specific duties on the basis of the prices 
realised for different grades. In that event 


A recent review of public sector under¬ 
takings for 1975-76 reveals an impressive 
all round growth in terms of turnover, 
capacity utilisation, generation of inter¬ 
nal revenue and foreign exchange earn¬ 
ings. The turnover increased by 14 per cent 
in 1975-76 to Rs 11,688 crores against 
Rs 10,212 crores a year earlier. When 
seen against the turnover of Rs 3,310 
crores in 1970-71, the performance for 
1975-76 seems remarkable showing a rise 
of 250 per cent in five years. The gross 
profit before interest and tax in 1975-76 
w^s Rs 668 crores against Rs 146 crores 
in 1970-71. 

resource mobilisation 

The improvement in turnover and pro¬ 
fits has been accompanied by an increase 
in resource mobilisation for the Plan 
through the payment of dividends, inte¬ 
rest, income tax and excise duty. The 
contribution under these categories 
during 1975-76 was Rs 1,368 crores as 
against Rs 1,130 crores in 1974-75. This 
contribution during the first two years of 
the fifth Plan therefore added up to 
nearly Rs 2,500 crores against Rs 3,120 
crores for the entire fourth Plan period. 

The public sector has shown a good 
performance in the field of exports too. 
A number of heavy equipment manufac¬ 
turers such as BHEL and HMT have 


the exchequer can secure revenues of 
Rs 60 crores in a year which can be u& 
Used for developing the sick gardens and 
maximising production. It is needless to 
say that the tea and coffee producers 
should utilise the present opportunity for 
improving the yield per acre, and adopt¬ 
ing modern practices in all estates so that 
a larger output can be achieved even 
while replantation programmes are imple¬ 
mented vigorously. It may even be neces¬ 
sary to delay replantation programmes 
in some cases if it is found that the exist¬ 
ing acreage can help to realise larger 
foreign exchange earnings. 


found markets abroad for their products 
and have earned substantial foreign ex¬ 
change. Moreover, the State Trading 
Corporation and the MMTC have also 
made significant contribution, so that the 
foreign exchange earnings of the public 
sector amounted to Rs 1,536 crores in 
1975-76 as against Rs 1,113 crores during 
1974-75 and only Rs 675 crores in 1973-74. 

public sector contribution 

The recent improvement in the foreign 
exchange reserves therefore has received 
some contribution from the public sector 
units. Prospects of a still better perfor¬ 
mance in this field are bright in view of 
the fact that the products of a number 
of public sector units are finding favour 
in Arab and other international markets. 

Much of the gain in turnover has been 
achieved through higher capacity utilisa¬ 
tion which, in the case of the manufac¬ 
turing group of industries, went up to 69 
per cent in 1975-76 as against 45 per cent 
in 1973-74. Capacity utilisation in steel 
industry has been reported to have reach¬ 
ed 90 per cent, with Bhilai achieving over 
100 per cent utilisation. Rourkela achiev¬ 
ed a utilisation of 91 per cent while 
Durgapur approached 72 per cent. This 
improved utilisation has shown specta¬ 
cular results in the steel industry, where 
the position regarding availability of 
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steel has changed from one of chronic 
shortage to a comfortable surplus. Capa** 
city utilisation in some of the refineries 
of the Indian Oil Corporation has also 
gone beyond 100 per cent. Most of the 
engineering industries also improved 
their utilisation, yielding increased range 
of products and output. 

Some of the public sector undertakings 
have complained that the relatively large 
debt component in their capital has had 
an adverse effect on their profitability, as 
interest was being paid even before the 
project went on stream. This argument 
is valid only in the initial stages but once 
the unit starts functioning, it should 
make provision for the interest in the 
same way as private sector units provide 
for the dividend on equity capital. A 
comparison of the working of the public 
sector with the private sector companies 
in a study undertaken by the Economic 
and Scientific Research Foundation 
revealed that the cost of borrowing for 
the public sector has been lower than that 
of die private sector. During the years 
1970-71 to 1973-74, for instance, the aver¬ 
age cost of borrowing, calculated as per¬ 
centage of interest paid to total borrow¬ 


ing has been around 5.5 for the public 
sector as against nearly 9 for file private 
sector companies. Most of the public 
sector units secured cheap credit from 
financial institutions. The private sector 
companies, on the other hand, tried to 
keep the ratio of inventories to capital 
employed low in order to reduce the 
quantum of interest to be paid on borrow¬ 
ings. In the case of the public sector, 
this ratio of inventories to capital employ¬ 
ed has always been higher than that of 
the comparable units in the private sec¬ 
tor. This is an area where the public 
sector can still improve its perfor¬ 
mance. 

The public sector units claim to be 
model employers, by providing resi¬ 
dential accommodation to their workers. 
At the same time, expenditure on 
townships is cited as a factor contribut¬ 
ing to increased costs which bring 
down profitability. It may be point¬ 
ed out that there has possibly been some 
avoidable expenditure on this account, 
though it cannot be forgotten that most 
of the public sector units are located at 
places away from urban complexes so 
that residential accommodation has neces¬ 


sarily to be provided. The recent review 
of the public sector reveals that the num¬ 
ber of houses provided in public sector 
units has already crossed the 300,000 
mark. Af least one benefit of this expen¬ 
diture in favour of labour is the compa¬ 
ratively low time spent by the latter in 
reaching their places of work. 

Although sufficient information has 
not been made available on cost-price 
relationship, it appears that in many 
fields the costs in the public sector conti¬ 
nue to be high when compared to the 
similar products in the private sector or 
similar imported products. For instance 
most of the products of the IDPL have 
prices which are substantially higher than 
those of the import prices. Similarly, 
Bharat Electronics has been selling pro¬ 
ducts at prices which are three times 
those of the comparable imported pro¬ 
ducts. Although it will not be possible 
to precisely locate the reasons for the 
differences in costs without sufficient 
facts, it is obvious that there is consider¬ 
able scope for improvement in producti¬ 
vity, including selection of proper raw 
materials as well as plant and machi¬ 
nery. 


X 

X 



RECORDS AND STATISTICS 

A Quarterly Bulletin of “Eastern Economist" this publication 
surveys Important developments In each quarter in the various fields 
of the national economy as well as In the world economy, organizes 
Its material in convenient form and illustrates It with diagrams, graphs 
and charts. Its features are a business roundup, an analysis of 
markets and an Investment supplement 

The Bulletin averages 64 pages and Is priced at Rs 5 per copy. 
The annual subscription Is Rs 20. 

Inquiries regarding subscription and advertisement may be 
addressed to 

The Manager, 

*' 

The Eastern Economist Ltd, 

Post Box No. 34, New Delhi-1 




♦ 

! 


i ! 


552 


march 2S, 1977 


EASTERN ECONOMIST 



CAPITALS '< • 
CORRIDORS 

R. G. Ummat 

Congress rejected * Morarji Desai takes 
over as new PM 


The nation has given its verdict. The 
Lok Sabha election, the results of which 
were announced early this week, con¬ 
tained many surprises—not a few very 
startling. 

Although, as the polling dates drew 
near, it came to be felt that the Congress 
might not be returned to power at the 
centre, yet even the ardent supporters of 
the Janata party and its allies could hardly 
predict that the strength of the Congress 
and its allies would be reduced to just 
about one-third of the total membership 
of the Lok Sabha from over two thirds 
in the dissolved House. 

Of the aggregate 542 seats results have 
been announced for 539 seats. In two 
constituencies—one in Himachal Pradesh 
(Mandi) and the other in Jammu and 
Kashmir (Laddakh)— polling is yet to be 
completed as some areas in the two cons¬ 
tituencies are snow-bound. Their results 
would be available some time in May. In 
one constituency— Ferozepore in Punjab 
—repoll has been ordered due to ballot 
papers being damaged or destroyed in 
significant numbers during the distur¬ 
bances which marred counting. 

rout in tho north 

Of the 539 results declared, 153 went 
in favour of the Congress, which ruled 
the country for nearly 30 years. The 
allies of this party captured 31 seats— 
the Communist Party of India (CPI) 
seven, the All-India Anna Dravida Mun- 
netra Kazhagam (AIADMK) 19, the 
Muslim League two; the Kerala Cong¬ 
ress two and the revolutionary Socialist 
Party (RSP) one. The RSP, in fact, won 
three seats, but adjustment with the Cong¬ 


ress was only in Kerala. The other two 
seats were won by this party in West 
Bengal. 

Against the above tally of the Cong¬ 
ress and its allies, the Janata party secur¬ 
ed 268 seats and among its allies the 
Congress for Democracy (CFD) 28 
seats, the Communist Party of India 
(Marxist) CPI(M) 22 seats, the Akali Dal 
eight seats; the Peasants and Workers 
Party (PWP) five seats; the Republican 
Party of India (Khobragade group) 
three seats and the DMK one seat. The 
remaining seats were shared by indepen¬ 
dents and some regional parties. Two 
independents won with Congress support 
and a couple of others with the assistance 
of the Janata party. 

startling feature 

Another very startling feature of the 
election results has been that whereas the 
Congress has suffered practically com¬ 
plete rout in the northern states of 
Himachal Pradesh, Punjab, Haryana, 
Rajasthan, Madhya Pradesh, Uttar 
Pradesh, Bihar and West Bengal and the 
union territories of Delhi and Chandigarh 
and to a substantial extent in Orissa, it 
has been returned to the new Lok Sabha 
with a resounding victory in Andhra 
Pradesh and Karnataka and along with its 
allies in Kerala, Tamil Nadu and Pondi¬ 
cherry. In Gujarat and Maharashtra, 
the results have been more balanced, 
although the Congress and its allies have 
not fared as well as was expected in 
Maharashtra and the Janata party and 
its allies have conceded more seats than 
anticipated to the Congress in Gujarat. 
The CPI has shared the fate of the Con¬ 
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gress. Its seven representatives have been 
elected from Kerala and Tamil Nadu. 

The results from the states of Jammu 
and Kashmir, Meghalaya, Nagaland, 
Sikkim and Tripura and the union terri¬ 
tories of Andaman and Nicobar Islands, 
Arunachal Pradesh, Dadra and Nagar 
Haveli, Goa, Daman and Diu, Lakhshad- 
weep and Mizoram have been more 
or less according to expectations, the 
Congress capturing majority of the seats 
there. 

The state-wise pattern of results came 
as a complete surprise to most obser¬ 
vers. Few expected that the Cong¬ 
ress would fail so miserably in the 
north and the Janata party in south India. 

matter for reflection 

This pattern of voting, indeed, is a 
matter of deep reflection by all concern¬ 
ed. The rout of the Congress and its 
allies in northern India is primarily attri¬ 
buted to the excesses committed during 
the emergency, particularly, in the imple¬ 
mentation of the family planning pro¬ 
gramme, curtailment of civil liberties 
and emergence of authoritarian trends. 
Since the family planning programme was 
implemented much more judiciously in 
the southern states than in north India 
and also the repression to which the 
public was subjected there was not as 
severe as in the north, the anti-Congress 
feeling in the south, it is argued, was not 
so pronounced. In Kerala and Tamil 
Nadu, the position, it is stated, was also 
slightly different in the sense that stability 
brought about by the Congress and its allies 
at the state level and the bitter memo¬ 
ries of the CPI(M) regime some years 
ago went in favour of the ruling alliance, 
the disenchantment with the DMK regime 
—popularly styled as a corrupt regime— 
went against the Janata party-DMK- 
CPI(M) alliance in Tamil Nadu. 

To a substantial extent, the outcome 
of the election certainly can be attributed 
to the above factors. But the emergence 
of the above regional patten cannot be 
wholly attributed to these reasons. To 
some extent at least it is the result of 
such factors also as the top hierarchy of 
the Janata party and the CFD concen¬ 
trating their poll campaign in north 
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India, leaving it to the state units to 
carry the burden in the south, the limited 
time available to the opposition to 
organise its rank and file to mount the 
campaign, the extent of in-fighting in the 
Congress etc. The handicap of the 
limitation of time was overcome in north 
India by the strong anti-Congress feeling 
that had percolated deep in north India. 
The setback to the Congress in Maha¬ 
rashtra and Assam can be attributed to 
not an insignificant extent to the massive 
campaign that came to be organised as 
the polling date neared. 

Incidentally, the election has exploded 
the myth that the rural areas traditionally 
vote for the Congress and that the 
illiterate rural folk are not so politically 
conscious. The fact that despite the 
handicap of contesting the election on the 
BLD symbol in a short span of time at 
its disposal to popularise this symbol, 
the Janata party could come out with 
flying colours speaks volumes of not 
only its election campaign but also of the 
political consciousness of the electorate 
in both the urban and the rural areas. 

hawks defeated 

The Janata wave in north India 
gathered into a storm with the passage 
of time with the result that not to speak 
of all the union ministers with the excep¬ 
tion of Dr Karan Singh and a couple of 
others from Rajasthan and Assam, even 
the prime minister and Mr Sanjay 
Gandhi were defeated convincingly. 
Apart from the above states, the only 
ministers of the erstwhile central govern¬ 
ment to be returned were from the 
western and the southern states—most of 
them with reduced majorities. The minis¬ 
ters popularly known to be the hawks 
were rejected by the electorate squarely. 
Their appeals for forgiveness for the 
excesses apparently fell on deaf ears. 

Another significant fact about the 
election is that the straight contests 
strategy of the Janata party and its allies 
has proved to be the correct one. It has 
prevented the splitting up of their votes 
to the advantage of the Congress. 

The outcome of the election convin¬ 
cingly proves that democracy has taken 
deep roots in the country. If approached 
in the right manner for specific causes, 


the electorate is capable of responding 
overwhelmingly. 

» * 

Consequent upon the Janata Party and 
its allies securing g'od majority in the 
new Lok Sabha, the Chairman of the 
Janata Party, Mr Morarji Desai, who was 
elected from the Surat constituency of 
Gujarat, was chosen through consensus to 
head the party in Parliament. He was 
sworn in as the new prime minister in 
the afternoon of March 24. 

Soon after the swearing in ceremony, 
Mr Morarji Desai declared at a press con¬ 
ference that some of the immediate tasks 
before his government would be to undo 
the wrong things that had been introduc¬ 
ed in the Constitution through the 42nd 
amendment, restoration of the rights and 
liberties of the people, removal of the 
shackles on the press and ensuring of 
the independence of the judiciary. The 
Constitution, he said, would be amended 
to ensure that any future government 
would not be able to clamp emergency at 
will. In fact, endeavour would be to 
ensure that in future there was no occa¬ 
sion to impose emergency. The internal 
emergency has already been revoked by 
the President on the advice of the out¬ 
going prime minister, Mrs Indira Gandhi. 
Asked about the revocation of the exter¬ 
nal emergency imposed in 1971, Mr 
Morarji Desai said that it would be 
revoked as soon as possible. 

freedom of press 

Referring to the freedom of press. Mr 
Desai indicated that the Publication of 
Objectionable Matters Act would have 
to go. The proceedings of Parliament 
would be allowed to be reported as they 
used to be before the repeal of the popu¬ 
larly known Feroze Gandhi Act. 

Replying to a question on instituting 
enquiries into complaints of oppression 
during the emergency, Mr Desai declared 
that his government would look into all 
the specific complaints which might be 
brought to its notice. He, however, 
a sured that his government would act 
in this regard in a manner that would not 
only be not vindictive but also appear to 
be so. 

On the economic front, the immediate 
task before the government, Mr Desai 
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said, would be to see that prices came 
down and the economic policies were 
geared to provide employment opportu¬ 
nities and removal of poverty. The fifth 
five-year Plan, he indicated, would be 
recast in terms of the Janata party mani¬ 
festo. There would not be over-emphasis 
on the development of heavy industries. 
What could be produced with less capital 
would be allowed to be produced by the 
small and cottage industries. 

Mr Desai felt that unemployment could 
be eradicated in a period of 10 years. It, 
of course, might not be possible to pro¬ 
vide everyone work to one's liking, but 
the government had to see that everyone 
was provided a livelihood to maintain 
oneself and one's family. 

centre-state relations 

On the centre-state relations, Mr Desai 
observed that both the centre and the 
states had to be strong and their relations 
cordial. If either was not strong, both 
would go down. His government, Mr 
Desai declared, would not make any 
attempts to topple state governments. If 
they went down otherwise, the necessary 
consequential steps would be taken by the 
centre. 

The centre, Mr Desai clarified, would 
not impose Hindi on the non-Hindi states 
“We do not believe in forcing anything 
on the people”, stressed Mr Desai. At 
the same time he expressed his confidence 
that people could be pursuaded to accept 
Hindi as a link language in due course. 

Asked about the foreign policy of his 
government, Mr Desai stated that he 
believed in friendship with all countries. 
The relations with one country would not 
be allowed to come in the way of friend¬ 
ship with any other. The Indo-Soviet 
treaty, Mr Desai declared, could not be 
disowned by his government, as the com- 
mitm?nts of any previous government in 
a democratic country could not be disr 
owned by the successor government. This 
treaty, however, would not be allowed to 
come in the way having cordial relations 
with other countries, added Mr Desai. If 
it did, the relevant provisions in it would 
be reconsider:d. Mr Desai also declared 
that his government did not believe in the 
acquisition of atomic weapons by the 
country. 
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Still a woman's next best friend 


V. Balasubramanian 

The results of IMF gold auctions suggest that there is not sufficient 
warrant for apprehensions expressed in some quarters that the sales 
would so depress gold prices that the profits accruing to the Trust 
Fund would not be very substantial. It has become clear enough that 
the market is tuned to respond quite bullishly to the slightest rise in 
buying interest. 


On February 17, a Thursday, standard 
gold, in the Delhi bullion market peaked 
at an all-time high of Rs 606 per 10 
grams. The price of the yellow metal 
has been rising steadily, especially since 
the turn of the year, when it was being 
traded around Rs 570. The underlying 
factor, of course, was the squeeze exerted 
continuously on smuggling and the trade 
in contraband gold, reducing arrivals 
often to a trickle. The special circum¬ 
stance, explaining the spurt in prices in 
February, was the emergence of seasonal 
demand, particularly marriage season 
offtake in northern India — a matter of 
dowry by some other name, perhaps. 
Hence the substantial gap in market 
rates between Delhi and Bombay. For 
instance, on February 17, standard gold, at 
the latter centre, was traded around Rs 595 
or about Rs 11 lower than in Delhi. 

There has been some subsequent easing 
of prices. The March 20 rates for stan¬ 
dard gold were Rs 589 in Bombay and 
Rs 594 in Delhi. Even so, appreciation 
since the beginning of the year has been 
substantial; the Delhi quotation at the 
start of January was Rs 568. If prices 
could not be sustained at or about the 
peak levels of February it was evidently 
because consumer resistance had been 
at least partially successful in preventing 
potential demand becoming effective. 

bullish undertone 

The undertone, however, is unmistak¬ 
ably bullish, with sellers chronically in¬ 
clined to turn active buyers at the slightest 
sign of paucity of stocks. The pronounc¬ 
ed advance in the prices obtainable for 
silver for export—from Rs 1,196 per 
kilo (*999) in the Bombay market on 
January 1 to Rs 1,322 per kilo (-999) on 
March 20—is also probably encouraging 
investors in the precious metals to con¬ 
vert their holdings from silver to gold. 
Exports of silver from this country are 


expected to be of the order of 1,650 tons 
during the year ending March 31, 1977 
fetching foreign exchange equivalent to 
Rs 200 crores. Inflation risks and uncer¬ 
tainties relating to the economic outlook, 
moreover, should impart a push to the 
bullion market generally and trading in 
gold, in particular. Current political 
developments, however, may help to 
stabilise sentiment. 

The gold market in India is of course 
commercially isolated from gold markets 
abroad. Nevertheless the upward trend 
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in world gold prices since November last 
year has not been without its influence, 
if only because of its impact on such 
traffic in smuggled gold as may still per¬ 
sist. Fixings in the London market show¬ 
ed some vefy interesting movements in 
the course of 1976. At the start of the 
year, the price stood around US #140 per 
fine ounce and this turned out to be the 
high point of those 12 months. Prices how¬ 
ever remained on a high plateau through¬ 
out the first quarter of the year, but eased 
somewhat over the following three 
months. A more pronounced downward 
trend set in during the latter part of July 
and this reached its nadir towards the 
close of August, when it hit a low of US 
#103. However, gold prices started 
recovering steadily after the middle of 
September and regained over the next 
two months most of the ground lost since 
January. As 1976 drew to a close, gold 
was quoting in the London market around 
US$135 per fine ounce. The upward 


trend has continued into the new year 
with prices further improving to nearly 
US #146 on March 4. 

The vicissitudes of the yellow metal 
during the period from April to October 
last year reflected to some extent the 
efforts of the market to find its bearings 
in the context of the official “dethroning” 
of gold as a reserve asset with the rati¬ 
fication of changes to the IMF articles. 
Of immediate relevance to the trading in 
gold in world markets was the series of 
seven auctions held by the IMF between 
June 2, 1976 and March 2, 1977, for 
effecting sales from its gold holdings. 

trust fund 

These auctions were part of a policy 
adopted by the Fund to divest itself of 
some of its gold holdings for the benefit of 
its member-countries. One-sixth of these 
holdings, amounting to 25 million ounces, 
arc to be auctioned over a four-year period 
for the benefit of a Trust Fund for deve¬ 
loping countries. Another one-sixth of 
the Fund’s gold holdings or 25 million 
ounces is to be restituted—that is, sold 
at the official price of SDR 35 per fine 
ounce to members in proportion to their 
quotas. The profits from sales at the 
auctions—that is, the excess of sale pro¬ 
ceeds over payment to the IMF by the 
Trust for the gold at the official price- 
arc to be credited to the Trust Fund. 

The first six auctions were held at inter¬ 
vals of roughly six weeks and a total of 
4.68 million line ounces was sold in 
equal lots of 780,000 fine ounces. In the 
process, the Trust Fund benefited to the 
extent of US $393.1 million. Some parti¬ 
culars of these auctions are given below: 


1976-77 

Common or 
average price 
(US dollars 
per ounce) 

Proceeds to 
Trust Fund 
(Million US 
dollars) 

June 2 

126.00 

66.0 

July 14 

122.05 

64.0 

September 15 109.40 

54.0 

October 27 

117.71 

60.2 

December 8 

; 137.00 

75.0 

January 26 

133.26 

72.5 
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The start of the IMF auctions was 
also the beginning of a controversy o| 
international proportions. Critics freely 
alleged that the auctions would disrupt a 
market which was already involved in the 
difficult process of sorting out its future 
prospects in an uncertain world econo¬ 
mic situation. Protests became shriller 
when the price of gold slumped first to 
US Si 10 and then to a low of US S103 
in the weeks following the second auction 
held in the middle of July. Soon, the 
Italian and the French governments, with 
some EEC backing from Brussels, were 
demanding that the IMF should at least 
stagger its auctions over a longer period 
so that central banks might be spared 
undue devaluation of their gold reserves. 

touch of drama 

A touch of drama was imparted to 
these representations when some market 
analysts began to suggest that the ques¬ 
tion was not whether gold would sink 
beyond US 8100 per ounce, but where 
beyond that point the slide would stop. 
The Economist (London), often more 
percipient about the esoteric politics of 
distant lands than the bread-and-butter 
economics nearer home, somehow found 
itself in this rather hysterical com¬ 
pany. In its issue of September 1J, 
it gravely pronounced that ‘‘there seems 
to be little to stop the gold price going 
below 8100 an ounce”. Warning gold 
bugs around the world. The Economist 
asserted that the medium-term implica¬ 
tions of the abolition of the official price 
of gold, first announced in January of 
1975, ‘‘are bad for holders of gold”. It 
went on to predict that “if sales by cen¬ 
tral authorities are moderate and restrain¬ 
ed, jewellery and other demand might 
keep the price in the 875*90 range”. At 
this stage, this journal exhibited an almost 
superstitious dread of the impending IMF 
auction on September 15, but, fortunate¬ 
ly for its morale, it was able to report in 
its next issue dated September 18 that the 
gold price managed to bounce up to 8115 
from the eve-of-auction level of Slll-J, 
in the light of prices at the IMF sale 
ranging from 8108|. to 8114 and yielding 
an average of 8109.40 

As was noted earlier, the trough in 
the gold market was seen only from 


July to October so much so the Franco- 
Italian concern over the IMF auction 
procedures was soon seen to be exaggerat¬ 
ed. Announcing its policy for the next 
round of gold auctions, the IMF disclosed 
that these auctions would be held on the 
first Wednesday of each month. The 
amount to be auctioned monthly was 
fixed at 525,000 ounces. Following this, 
at the auction held on March 2 (the 
seventh since these sales began), the IMF 
was able to dispose of 524,400 ounces on 
the bid price method, at prices from 
8145.55 to 8148.0 an ounce, the average 
price working out to 8146.51, in alignment 
with movement in market rates. 

The results of this auction and the two 
immediately preceding it suggest that 
there is not sufficient warrant for appre¬ 
hensions expressed in some quarters that 
the IMF sales would so depress gold 
prices that the profits accruing to the 
Trust Fund would not be very substan¬ 
tial. Inclusive of the profits from this 



auction, amounting to US 855.6 million, 
the Trust Fund has so far received a total 
of about 8448.7 million. Initially, 61 
countries, with per capita incomes in 1973 
of not more than SDR 300 a year (India 
figures in this list) are eligible for assis¬ 
tance from the Trust Fund. About 70 per 
cent of the funds of the Trust are avail¬ 
able for disbursement to eligible countries 
in the form of loans for balance of pay¬ 
ments purposes. The remaining portion of 
the assets (about 30 per cent) will be 
transferred to developing members begin- 
ing from July, 1977. The loans will carry 
an interest rate of per cent and is 
repayable in 10 equal semi-annual instal¬ 


ments beginning 5J- years from the date 
of each disbursement. 

Meanwhile, the Fund arranged in 
January this year the first sale of gold for 
“restitution” to member countries. The 
amount of gold sold in restitution was 
calculated in proportion to members’ 
quotas as of August 31, 1975 and sold at 
a price equivalent of SDR 35 per ounce. 
The amount of gold actually transferred 
on this occasion has totalled nearly six 
million ounces and India's share has 
come to about 201,145 fine ounces equiva¬ 
lent to SDR 7.04 million (US 88 million). 
India has paid in US dollars (at about 
$42 per ounce) for this gold which is 
added to its foreign exchange reserves. 

stable market 

Samuel Montagu, the London bullion 
dealers, believe that the market for gold 
should be relatively stable through 1977— 
an assessment with which The Economist 
now finds it prudent to agree. Industrial 
demand for gold went up by 14 per cent 
in the United States last year, while 
offtake for jewellery picked up at the 
lower levels of prices touched in the 
course of 1976. China sold some 80 tonnes 
of gold on the London market in 
December last since it was in need of 
foreign exchange to meet its trade deficit. 
These sales were easily absorbed by the 
market, but this, however, docs not 
guarantee that prices will not be sensitive 
to large offers, if any, in the coming 
months. 

The USSR, blessed with a bumper 
grain harvest, may not find it necessary 
to unload any substantial quantities of 
gold in the world market, although con¬ 
sistently higher prices might tempt it to 
convert some of its gold holdings or out¬ 
put into hard currency required to pay 
for its industrial imports. South African 
gold production in 1976 at 22.78 million 
ounces was slightly higher than what it 
was in 1975, when production was the 
lowest for 14 years. If the better trend in 
bullion prices holds, South African mines 
may be encouraged to step up output to 
the extent the labour bottleneck permits. 

The big question on the supply side, 
however, is to what extent central banks 
will become active sellers in the gold 
market later this year when the IMF 
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policy of dethroning gold as a monetary 
reserve reaches its next stage of allowing 
central banks to trade in the market. 
The IMF gold agreements decree that 
central banks should take no action to 
peg the price of gold. They also stipulate 
that the total stock of gold now in the 
hands of the Fund and the monetary 
authorities of the Group of Ten are not 
to be increased. As the Samuel Montagu 


Annual Review of the bullion market sees 
it, “one can only envisage sales of gold 
by countries to cover balance of payments 
deficits’'. Bven such sales an likely to be 
mstrained to some extent by the stake 
central banks have in protecting the value 
of their own gold holdings. 

Meanwhile, buying interest from the 
Far East is pushing up prices steadily since 
the IMF auction held on March 2. Gold 


was actively traded upto $150,375 per 
ounce in the London market on March 18 
before easing to 1150.125. This was the 
first time in 18 months that gold went 
over the 8150 mark and it has 
become clear enough that the market 
was tuned to respond quite bullishly 
to the slightest rise in buying interest. 
Gold, thus, is likely to remain a woman’s 
next best friend in India as elsewhere. 


Price inflation and depreciation allowance 

Dr. N. K. Sharma in cotton textile industry 


The author, who is Lecturer in Accountancy and Business Statistics, 
University of Rajasthan, Jaipur, has studied a number of units in 
the cotton textile industry to see how rational the depreciation 
allowance made to the Industry Is. He recommends that our 
Income-tax law should recognise more accelerated methods of writing 
off fixed assets and government should impose a permanent 
legislative check on the maximum rate of dividend 


The cotton textile industry has a signi¬ 
ficant number of old mills which need to 
be modernised and replaced by up-to- 
date plant and machinery. Under infla¬ 
tionary pressure the need for higher 
depreciation allowances, therefore, be¬ 
comes all the more important. In a dyna¬ 
mic economy characterised by changing 
prices and production techniques, depre¬ 
ciation allowances cannot be provided 
on a static formula. It is the duty of the 
taxing authority to match revenue and cost 
of the same time dimension. Therefore, 
tax should be imposed on profits which 
remain after making good the loss in the 
purchasing power of money invested in 
the organisation. If it is not done tax is 
levied in part on real capital rather than 
on real profit alone. Since World War 
II almost every country has changed the 
provisions relating to depreciation allow¬ 
ance in order t > incorporate the effect of 
price inflation. 

In our country government allowed 
written down value method of providing 
depreciation since 1939 (except of ocean¬ 
going ships) on the basis of the recom¬ 
mendations of Income-tax Enquiry Com¬ 
mittee 1936. With the help of the 
written down value method more depre¬ 
ciation can be written off in the earlier 
life of the fixed asset and this excess 


depreciation is tax-free loan to the orga¬ 
nisation. The second important amend¬ 
ment is provision of initial depreciation 
in the Income-tax Act. This allowance 
was made for the first time in 1946 to 
help business in meeting the increased 
cost of replacement of plant, machinery 
and building during the post-Second 
World War period. It was discontinued 
in respect of plant and machinery installed 
after March 31, 1954, due to the intro¬ 
duction of development rebate. It was 
further discontinued in respect of new 
building after April 1, 1956. The Finance 
Act, 1961 reintroduced initial depreciation 
for new buildings used for certain speci¬ 
fic purposes. Initial depreciation allow¬ 
ance of 20 per cent of the cost of machi¬ 
nery and plant installed was allowed in 
selected industries including cotton textile 
industry after May 31, 1974. It would 
provide additional resources to the con¬ 
cerned enterprises in the early years of 
their development. 

Prior to the assessment year 1963-64, 
where an asset was used for a part of pre¬ 
vious year the depreciation allowed in 
respect thereof was proportionate accord¬ 
ing to the complete months of use. But 
since the assessment year 1963-64 and 
before the assessment year 1970-71 depre¬ 
ciation was allowed if tyc asset was used 


for 180 days or more at full prescribed 
rate; if the asset was used for less than 
180 days but more than 30 days at 50 
per cent of the prescribed rate. If it was 
used for 30 days or less no depreciation 
was allowed. Since the assessment year 
1970-71 the normal depreciation is allowed 
at the full prescribed rate even though 
the machinery may be used for a single 
day. Development rebate was first intro¬ 
duced in 1955 just before the second five 
year Plan was launched. Development 
rebate was inserted in the Income-tax 
Act, 1961 under Section 33 till its dis¬ 
continuance after May 31, 1974. Invest¬ 
ment allowance is allowed with effect 
from April 1, 1976 in lieu of development 
rebate. 

incentive to industry 

A look into the above provisions pin¬ 
points the fact that the government has on 
its own part not only tried in all these 
years to create an industrial complex in 
our country by developing public sector 
but also motivated individual and insti¬ 
tutional entrepreneurs to take advantage 
of tax incentives for setting up new 
plants. Due to continous efforts of the 
government, supply of fixed assets is 
ensured on cheaper rate. The situation as 
it exists in the cotton textile industry in 
India has been examined in the following 
paragraphs. 

In the present study, the percentage of 
gross blocks to total assets of 36 units 
varied between 38 and 131 in 1956; this 
percentage ranged between 53 and 148 in 
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1965 and between two and 152 in 1975. 
This variation is due to difference in the 
size of the units and difference between 
the date of registration. The percentage 
of net block to total assets varied between 
four and 88 in 1956, between 21 and 78 in 
1965 and between two and 73 in 1975. It 
has been found that the fixed assets 
accounted for less than 50 per cent in 25 
units out of 36 units in 1975. It clearly 
indicates less purchasing power in the 
case of net blocks. 

It is observed that 22 units used long¬ 
term borrowed capital and preference 
capital to a considerable extent in 1956; 
because the ratio of equity capital to long¬ 
term loans plus preference share capital 
varied between 1:1.25 and 1; 17.02 in 1956 
in these 22 units. But this ratio was only 
1:0.06 to 1:0.98 in the rest of 14 units. 
This ratio increased in 1965 and 34 units 
used long-term borrowed capital and pre¬ 
ference capital to a considerable extent. 
The ratio varied between 1:1.25 to 1:10.64 
in 1965. In 1975, 35 units used long term 
borrowed capital and preference capital to 
a considerable extent and the ratio ranged 
between 1:1.03 and 1:12.72. 

alternative methods 

Twenty five units are of the view that 
some other methods of providing de¬ 
preciation are also allowed under the 
Income-tax Act i.e., straight line method, 
sum of years digits method, production 
method, and machine-hour method. Three 
units suggested that the assessee should 
have some freedom in the selection of the 
rate of depreciation. Eighteen units sugges¬ 
ted that increased replacement cost should 
be allowed for purposes of scientific basis 
for tackling this problem. One unit was of 
the view that depreciation should also be 
provided on the cost of land. One more unit 
suggested that the full cost of these assets 
which cost less than Rs 10,000 be allowed 
as depreciation in the year of acquisition 
or installation. Another unit suggested 
that the rates of depredation would be 
increased in a suitable manner so that the 
full cost of asset can be written off within 
10 years. Two units are of the view that 
extra shift allowance can be replaced by a 
suitable alternative. 

One unit said that it should be laid 
down in law that no company shall declare 


dividend at a rate exceeding the bank rate 
^prevailing at the end of its relevant 
accounting year if the closing balance of 
free reserves falls below the excess of 
accumulated depreciation based on current 
replacement cost over the actual balance 
of accumulated depreciation based on 
historical cost. Five units are of the view 
that a unit should be allowed to adopt 
higher rates of depredation if the actual 
replacement practices justify such dedsion. 
Three units are of the view that tax credit 
certificate scheme may be introduced in 
order to enable industry to finance its 
replacement. All the 28 units are of the 
view that Companies Act may make com¬ 
pulsory provisions regarding depreciation 
whether company declares dividend or 
not. One unit is of the view that it should 
be made obligatory on the units to deter¬ 
mine their rate of depreciation on a 
systematic basis for the purpose of 
financial accounts. 

modified form 

Twenty-eight units are of the view that 
it is good if Companies Act allows same 
method of depreciation in declaring divi¬ 
dend and computing managerial remunera¬ 
tion. One unit is of the opinion that at 
least the amount set aside by way of 
depreciation be utilised to purchase new 
fixed assets. Five units are of the view that 
the amount set aside by way of depreda¬ 
tion must be earmarked and invested in 
gilt-edged securities so that funds are 
available at the time of replacement. 
Eighteen units suggest that replacement 
cost may be allowed as depreciation base. 


On t unit is of the view that depredation 
can be provided in a modified fortn as in 
the case of Electricity Supply Companies 
Act of India. 

oldMt Industry 

The cotton textile industry is the oldest 
industry of our country. Some of its fixed 
assets are about 100 years old. Actually 
these should have been replaced long 
before because the operating and main¬ 
tenance costs have now become very high. 
Huge funds will be required to finance 
replacement of fixed assets and in our 
country no unit is in a position to arrange 
these funds from internal sources. If our 
income-tax law would recognise more 
accelerated methods of writing off fixed 
assets such as the double declining balance 
method and sum of the years digits 
methods, then it can be hoped that the 
cotton textile industry will finance its 
replacement within a period of 10 years. 

It is strongly recommended that govern¬ 
ment may impose a permanent legislative 
check on the maximum rate of dividend. 
And surplus amount of profit gathered in 
this way will compulsorily be invested in 
the purchase of fixed assets. Finance may 
be available either interest-free or on a 
cheaper rate. Replacement cost based on 
fixed base index number is permitted. 
Tax-credit certificates should be issued. 
The government, chambers of commerce, 
or the Cotton Textile Mill Owners’ Fede¬ 
ration should undertake monthly publica¬ 
tion of current cost of fixed assets used in 
the cotton textile industry. 


Attention Subscribers 

All subscribers are requested to notify the non¬ 
receipt of a particular issue within a month of the date 
of publication failing which it may not be possible to 
provide replacement copy. 
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Protectionist wind blowing 

through the west 


E. B. Brook 


The world's richer and the less rich nations have finally got down to basic 
negotiations on the establishment of new rules for International trade. 

The developing countries’ basic demand Is for a six billion dollar common 
fund for stabilising commodity prices by financing buffer stocks . The 
author believes that the current talks may not bring agreement any nearer. 
They may at best be adjourned to be resumed In autumn. 


In morh than one respect the western 
world appears to have a seasonal attack 
of spring madness. Because they are 
dissatisfied with their wages, but only in 
comparison to lower paid workers a small 
section of its empolyees look like sending 
the prestigious and economically important 
firm of British Leyland into something 
akin to limbo. Because the city authori¬ 
ties of New York consider the Anglo- 
French Concorde plane would make too 
much noise on landing, the world’s fastest 
inter-continental plane, flying daily in all 
other directions, may not serve the United 
States’ eastern metropolis, a fact which 


currency values and steadily rising taxes 
appear to have left some of west Europe’s 
populations too bemused to be more 
than temporarily ruffled by yet another 
blow. What bemuses them even more is 
the padding of higher wages, social 
security benefits and other economic 
buffers that surround them. They have 
become so accustomed to socialist govern¬ 
ments that adopt conservative attitudes 
and a few conservative governments that 
lean towards socialist attitudes that the 
competitive interest is beginning to leave 
politics. Politicians and MPs in more 
than one country count now far less than 


WINDOW 

ON 

THE WORLD 


gives opportunist politicians in west 
Europe an opportunity to gain local 
popularity in election time by druming up 
hate of America, one of their biggest 
trading partners. The Common Market, 
raising the price of butter within its own 
jurisdiction, sells butter which costs 76 
pence a pound in London to the Russians 
for a bargain price of 22 pence a pound. If 
it were only a little butter no one would 
be intested, not even the Russians, but 
the amount sold is all of 245,000 metric 
tonnes, more than 540 million pounds. 
But, apart from passing discomfiture in 
Brussels and another scandal story in 
west (Europe’s press nothing happens. 

Some ten years of inflation, falling 


trades union leaders or even than leaders 
of minority splinter groups within unions. 

The one thing that will stir the average 
citizen of west Europe, be he British, 
French or what you will is to have rela¬ 
tively poorly paid labour in developing 
countries working harder than the Euro¬ 
pean and flooding his markets with highly 
price competitive textiles, electrical goods, 
toys, motor cycles and cars and putting 
the cushioned western worker out of a 
job. That sort of circumstance produces 
speedy reaction, especially from socialist 
governments who. to protect their political 
followers, slap on almost savage quotas 
against the alien. No one denies the 
developing countries’ workers opportunity 


more than the west’s working men and 
women. 

The explanation of this contradictory 
fact is that insufficient opportunity for 
economic growth in industrially developed 
countries increases almost automatically 
the unseen friction between different 
bands of workers in economic growth. If 
all economies are growing (or developing) 
there is relatively little friction; if the 
industrialised countries lack sufficient 
chance to grow their workers, though 
willing enough to buy textiles, radios and 
motor cycles as cheaply as India, China 
and Japan can strain themselves to pro¬ 
vide, they will quickly deny the workers 
of those countries the opportunity to send 
much in the way of supplies of any of 
these commodities. There is no protec¬ 
tionist so narrow as the western worker 
who sees his job threatened. Nor is there 
anyone so insistent on the creature com¬ 
forts of life at almost any price. 

north-south dialog us 

At the present moment the world’s 
richer and less rich nations have finally 
got down to basic negotiations on the 
establishment of new rules for internation¬ 
al trade in commodities. The outcome of 
the month’s discussions which began under 
the aegis of UNCTAD in Geneva on 
March 7 will have a major influence on 
the climate of the wider ’‘north-south 
dialogue” between industrialised and in¬ 
dustrially-developing countries in Paris. 
The latter are hoping that the Geneva 
talks will reveal the first indications of 
President Carter’s policies on international 
trade, an issue to which he gave high 
priority in his election campaign. So far 
the triumvirate of the US, Britain and 
West Germany, backed by Japan, has 
persistently resisted the developing coun¬ 
tries* demands. 

The developing countries’ basic demand 
for a new $6 billion Common Fund inten¬ 
ded to stabilise commodity prices by fin* 
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anting buffer stocks—a fund to which the 
industrialised states would be major con¬ 
tributors—has met with stubborn opposi¬ 
tion from the industrialised countries. No 
one is sanguine that this month’s talks in 
Geneva will bring agreement at all Signifi¬ 
cantly nearer; the best realistically hoped 
for is adjournment to talk again in the 
autumn. Since the aim is that any new 
agreements should be concluded by the 
end of next year there is a fairly general 
desire to talk but not to reach decisions. 
The resolution at UNCTAD’s Nairobi 
conference last May set no dear dateline 
for the actual establishment of the Com¬ 
mon Fund, a fact which greatly encoura¬ 
ges those who wish no agreement to be 
reached or who hope by attrition to whit¬ 
tle down the proposition to something 
very much less expensive and en¬ 
during. 

the common fund 

Hie western states and Japan have persis¬ 
tently made it clear they have reserved 
their final positions on the Common Fund 
proposition, although President Carter has 
lately adopted a soft line. Only the smaller 
industrialised countries show any enthu¬ 
siasm for the proposition of the Common 


cocoa, meat and some fruit cannot be 

* stocked for very long without spoiling. 

' \ 

The basic point of the developing coun¬ 
tries’ position is that the Common Fund 
should be set up primarily to act as a 
catalyst for the negpti«jti$i pf individual 
agreements which have previously too 
often failed through lack of finance. Vast 
surpluses would be accumulated in any 
commodity only if the Fund’s resources 
were unlimited and ,no other measures 
were taken. If the money available for 
price, support looked like running out 
prices would have to be lowered or export 
quotas introduced. The aim would be to 
buy time to allow longer term remedial 
measures to be taken. The UNCTAD 
secretariat has suggested that for measures 
in addition to buffer stocking no more 
than $500 million should be set aside out 
of the Fund. 

The western states suspect that one aim 
of the Fund would be to stabilise prices 
by eliminating price fluctuations or actual¬ 
ly to push prices upwards. The general 
view in UNCTAD seems to be that stability 
means that prices should move progres¬ 
sively upwards to take inflation and the 
rising cost of imported goods into account. 


If the negotiations ultimately foil the 
Fund may go ahead with the support of 
as mkny countries as possible. IniAat 
event a good deal would depend on the 
attitude of the OPEC countries who so far 
have not made their position at all clear. 
What might even more certainly emerge 
would be a drive to create OPECs for a 
whole range of other commodities with all 
its possibilities of open confrontation with 
the purchasing-consumer countries who 
from the most industrialised section of the 
world. Meanwhile, in west Europe itself, 
there is no rush to get together any more 
firmly than is at present the case. Direct 
elections to the European parliament are 
more than likely to be delayed by lack of 
national legislation permitting such elec¬ 
tions to be held. In several countries 
there will be more discussion before it is 
finally decided whether election to a Euro¬ 
pean parliament should be direct or carried 
by a sort of secondary election by MPs 
and possibly provincial representatives. 
The date set is May-June next year but the 
project arouses no public interest and, like 
the Common Fund and a good many other 
projects, may emerge, if at all, in very 
altered form at a distant time not yet 
clearly discernible. 


Fund at all. They can provide moral 
support for the developing countries but 
their own financial resources are too 
limited to be of much help. For the Com¬ 
mon Fund, if it is to be formed, to be of 
any size and if it is to correspond to the 
ideas of its proponent the support of the 
US, Germany and Japan is essential. If 
the US were now to move in support of 
the Fund at least Japan and the UK would 
feel impelled to lend support also and 
West Germany would probably grudglingly 
come in to avoid being isolated. 

While the communist states remain care¬ 
fully on the sidelines in this matter the 
western states stay suspicious of the pro¬ 
position. It would, in their opinion, inter¬ 
fere with free market forces. There is a 
fear that the industrially developing states 
would use the Fund’s finances to move 
some commodities prices to unacceptably 
high levels and at the same time build up 
massive reserve stocks at the Fund’s con¬ 
tributors* expense. The western states 
also make the more valid point that some 
of the commodities such as tea, coffee, 
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WINDOW ON THE WORLD 

US economy is in from the cold 


The momentum that sales and production had displayed later In 1976 
may not be lost through bad weather that had hit the United States . 
This Is the conclusion drawn by the monthly survey of Morgan 
Guaranty Trust Company for March 1977. No doubt prices of non - 
food goods and services have jumped but the spurt is not at all 
broadly based . The survey feels that during the rest of the year the rate 
of Inflation In the United States may be between five and six per cent 


The first real clues are in, and they tend 
to confirm that, while hard hit for several 
weeks when the weather was at its 
worst, the US recovery has not suffered 
lasting damage. Concern about the impact 
of drought conditions in the west, to be 
sure, remains. But fears of a month ago— 
that the momentum that sales and 
production displayed in late-1976 might 
be lost—have eased. 

Car sales, for example, have performed 
creditably in both January and February. 
Together, the two months point to a first- 
quarter-1977 domestic-make sales rate 
unmatched in any quarter last year. 
Relatively good numbers seem to hold as 
well in broader measures of consumer 
demand. Although based on a small 
sample, weekly retail-trade data often 
provide a good insight into consumer 
markets, and right now the February 
data arc encouraging. That is especially 
good news in yiew of the prior indication 
that sales in January fell only slightly 
more than seasonally from’ the very 
strong Christmas-period performance. All 
in all, it appears that the first-quarter 
increase in “real” consumer spending 
will be about the same as last year's 
average quarterly gain. 

signs of recovery 

The Federal Reserve Board’s index of 
industrial output, it is true, dipped in 
January by 1 per cent. But the industries 
most severely hit—particularly steel and 
autos, which accounted for about half 
the drop in production—have shown 
signs of bouncing back. 

Auto production in the second half of 
February averaged 200,000 units per 
week, almost one fourth above the first 
two weeks of the month. And March 
production schedules are also heavy. 
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Raw steel tonnage, too, has recovered 
nicely: by the end of February, it was 
back above its December level. 

Less reassuring, however, are the price 
statistics. As cold as winter itself has 
been, January’s advance in consumer 
prices of 0.8 per cent (a figure which is 
dramatised when viewed as an annual 
rate of 10 per cent) was just as chilling. 
But, weather was not the main culprit: 
the food component of the index was 
sampled before the frost in Florida, and 
although energy prices rose sharply, 
they increased no faster than they had 
in December when the CPI as a whole 
rose at a five per cent annual rate. The 
February index, out later this month, 
therefore should show an outsize increase 
too as winter’s effects are factored in for 
the first time. 

spurt in prices 

Of particular concern are recent jumps 
in prices of nonfood goods and services 
(at annual rates of nine per cent and 12 per 
cent, respectively, in January). The prices 
of used cars—as heavily weighted in the 
CPI as new cars-failed to show a 
normal seasonal decline. Seasonally 
adjusted, they jumped four per cent, 
accounting for most of the acceleration 
in prices of nonfood goods. The cost of 
services was pushed up by a four per cent 
increase in property taxes, even more 
than the increase in the previous year. 
Largely responsible were Los Angeles 
and New York, both of which saw large 
increases last year and these were picked 
up in the January index. 

Significantly altered judgments, how¬ 
ever, about the fundamental factors 
affecting this year's inflation rate do not 
seem required by recent evidence. Cons¬ 

561 


picuously, the January-Fcbruary spurt is 
not at all broadly based. Rather, it 
appears to be part of a pattern of 
monthly fluctuations—in this case on 
the high side due to the timing of 
increases in property taxes and in used- 
car prices plus the cold, just as the 4.2 
per cent annual rate of increase in the 
CPI in the last three months of 1976 was 
on the low side. A five to six per cent 
rate of inflation during the rest of 
the year still appears the most likely out¬ 
come. 

increased spending 

Nevertheless, inflationary expectations, 
both bond and stock markets indicate, 
continue high. Such concern may have 
been relieved somewhat by Washington’s 
latest acknowledgement that spending is 
again running below budget this year. 
Nonetheless, the nation’s price jitters 
must have played a key role in the 
administration’s decision not to enlarge 
its earlier proposals for fiscal stimulus. 
Targeted outlays for fiscal 1978 of 8459 
billion, it is true, top President Ford’s 
recommendation by 819 billion. But 
increased spending had been anticipated 
by budget analysts. They had fully ex¬ 
pected the president to reaffirm his earlier 
support for enlarged public works and 
other jobs programmes, and to reincor- 
poratc into the budget most of the spend¬ 
ing President Ford had proposed be cut— 
factors that account for the additional 
819 billion. 

Once again, a president’s first formal 
budget underscores his lack of flexibility. 
Existing programmes cannot be cut easily 
without more careful scrutiny than time 
allows. And, in this case, the tax and 
spending proposals made earlier this year 
already promise a sizable fiscal boost. In 
that light, it is little wonder that Presi¬ 
dent Carter’s first budget message broke 
no new ground. 

Congress, of course, may put its own 
stamp on the budget. For now, though, 
that prospect seems muted by Ways and 
Means Committee approval of a tax bill 
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that, in terms of over-all revenue impact, 
parallels the president’s January tax 
package closely. Its particulars, however/ 
have been altered, and many people have 
been distressed at the committee’s hand¬ 
ling of the business tax-cut proposal. 

The new approach—which would re¬ 
place the administration-supported credit 
against certain payroll taxes or investment 
spending—is supposed to encourage new 
hires by paying part of a firm’s added 
payroll costs this year and next. Offered to 
business is a tax credit each year of 40 
per cent against the first $4,200 of earn¬ 
ings of new workers, with the “cap” of 
$40,000 per firm. New, in this case, are 
those employed in excess of 103 per cent of 
the previous year’s employment—a thresh¬ 
old figure designed to reward only above- 
average increases in employment. Total 
wage payments must also be at least 103 
per cent of the previous year’s payments, 
a requirement intended to discourage a 
business from switching to part-time help 
just to take advantage of the credit. In 
effect, under the committee’s bill, firms 
of any size will have the first S1,680 (40 
per cent of $4,200) of the earnings of 
24 new workers paid for by Washington 
in each of the next two years. 


A basic problem with the bill is that it 
will not do much to promote additional 
employment, let alone spur investment 
in new capacity for fuller employment 
years later. The credit would have no 
impact on marginal-hire decisions made 
by most firms in industries in which 
employment is either declining or growing 
slowly. This is because of the require¬ 
ment that employment increase three per 
cent, a device the committee apparently 
belived essentialy to label is as a bill to 
spur new jobs. Nor would the bill pro¬ 
vide extra employment incentive for firms 
growing rapidly, or for very large firms 
irrespective of their growth status. The 
reason: the $40,000 cap which the law¬ 
makers apparently thought was essential 
to deflect criticism that “big bunsiness” 
would profit. Indeed, as Assistant Secre¬ 
tary of the Treasury Laurence N. Wood- 
worth has pointed out, the threshold and 
cap features of the credit would exclude 
two thirds of the labour market. An impor¬ 
tant by-product of the threshold feature 
that must be distressing to many gover¬ 
nors of depressed northeast states: the 
bill would help those regions that need 
federal largesse least. 

In addition to these unwelcome fea¬ 


tures, the bill is not without other defects. 
For example, the requirement that wage 
payments be 103 per cent of the previous 
year’s would be meaningless in preventing 
a shift to part-time employment when 
wage rates are rising by about seven per 
cent a year. A 40 per cent subsidy of a 
part-time worker’s wage is a pretty power¬ 
ful incentive to fire a full-time worker and 
hire two part-timers in his place. Such 
spread-the-work schemes are hardly a 
constructive response to the nation’s 
unemployment problems. 

If it was the intent of the Committee 
to aid small business—and there is little 
evidence that it had anything else in mind 
in fashioning the jobs credit—the law¬ 
makers should have done so directly 
rather than have created this unwieldy 
and possibly harmful device. Direct 
assistance would at least have the virture 
of budget integrity. Moreover, sending 
out $40,000 “rebates” to targeted firms 
would be a more efficient way of parceling 
out $5 billion. All in all, such congres¬ 
sional response to the president’s tax 
proposals does little to inspire confidence 
that the nation will ever move toward a 
revenue code that makes more sense in 
economic or fairness terms. 


Which is the original ? 


Hard to tell whh copies 






dvar 100 companies and sfovemmam 
agencies have effected new economies 
increased efficiency through faster 
handling of paperwork by using tha 
Korestat Copier. 

The Korestat Copier 

• produces dry, permanent copies onpapei;' 
cloth, transparencies and plastic sheets 

• repioduces originals in contact 
enlarged or reduced size 

• copies books, files and other 
documents without tearing, cutting or 
removing sheets from files 

• makes metal/paper offset litho masters. 

• reproduces halftones with special 
tone-tray 

• has various attachments to suit 
individual requirements 

The Kores team of trained service 
personnel is always on hand to give 
operational guidance and prompt 
after-sales service. 

KorestatQJjjgg 

India's first xerographic coplsr 



j&onaisr 

Business Machines Limited 
Plot No. 10. Off Dr. t Moaw Road 
Wofli, Bombay 400018 


3 

* 



EASTERN ECONOMIST 


562 


march 25 , 1577 







Time, Please 

V. BsJaau’wnmaiilnn 


To StasT with, a very short 
story stout a young maa of 
Warsaw who was robbed of 
ttstyahto. He went to the 
potke to lodge a complaint. 
He mid that the watch was 
RusXiSn and t%e robbers a 
pair of Swift, The constabu¬ 
lary thought that he was 
mixing up things. “You mean 
it was a Swift watch add that 
two Russians took it. Don’t 
you?", he was asked. Came 
« quick reply: “ You said it. 1 
didn’t”. 

Falling Swiss Export 

Today, if the Swtos watch 
todtowjr were disposed to he 
amosed % this joke at all, it 
would# probably he abte to 
mansge fall? #> pw mntob Nto 
that to industry has, fast, any 

S ite iliMiif irtii In ifi Wttb 

•'Me, tow .toe Apt’of ah 

. im*k 



1976, for every watch the 
Swiss could sell abroad, other 
exporters collectively could 
sell two. Jh other words, the 
Swiss share of the world 
watch market has tollen from 
nearly 50 per cent to about 
35 per cent hi this period. 

Enter Japan*** 

This challenge to Swiss sup¬ 
remacy has developed in three 
stages. First, there was the 
amazing success of Japanese 
watch-makers, through the 
’fifties and the ’sixties, in car¬ 
rying through a massive pene¬ 
tration of the market in the 
Jess expensive ranges. The 
Japanese watch industry prov¬ 
ided that it could market on a , 
large male, utility watches at 
,pato* which wok town out 
flftaxwy or semi-luxury con- 
wnta^ttoto Soon Htog Kong, 
toe its MMutafiM 6f rela- 1 

■ AUESime, 

stVPtodtttlMtosenri'Sldii 
ell labour, was also fafitofe! 

it mj[ 1 . 



|ad more layers of a highly 
elastic demand. Not long 
4far, toe Seat European coun¬ 
tries made their entry. 

Status Symbols 
At toe next stage, leading 
Japanese watohrmakers were 
soon demonstrating they could 
compete effectively also for 
World custom in toe luxury 
watch trade. Firms such as 
Seiko were marketing auto¬ 
matic- or other increasingly 
sophisticated products on 
equal terms quality-wise with 
.ffthmis names in the Swiss 
watch industry and often on 
bettor terms price-wise. It 
was only as status symbols that 
the more elaborately orna- 
totottdt Or fiutqMprieed aristo¬ 
crats among Swiss watches 
workable to lord it over any 
topfth to toe quality watch 

* t 

tohd major develop- 
“^tto'tWsSwSsto. (to Kelt 
In toe world watch 
1» jjttpw to Its most 
This is toe 
into 


the manufacture of watches. 
The Japanese are very touch 
in tois game, with Seiko 
lavishly publicising its LC Digi¬ 
tal Quartz Chronograph ns toe 
watch that “tells toe time and 
date and turns into a stop¬ 
watch at the touch of a but¬ 
ton" and predicting wito a 
confident flourish that “Some 
day all watches will he made 
tois way”. Currently, how¬ 
ever, the leadership in this 
field belongs dearly to the 
Americans, with the US elec¬ 
tronic* industry dominating 
research, development, manu¬ 
facture and sides. 

Efactronle Watches 
The world watch industry 
seems to have decided that the 
future belongs to electronic 
watches. Seiko’s allKwf frith 
is shared to some extent by 
other leading watchmakers. 
In the United States, fWftftlM, 
which is the world leader to 
the electronic watch inXtastiy, 
believes that electronic digi¬ 
tals would amount far JO pm 
cent of salsa to thh world 
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mriri&et '#»''<*■ 
" ihinl(gi#it'ff<i1ii^'iii 
"' ato : rixte<tel'to dentine - from 
lQi2 mfetoa is t&6 to 9.2 
lllifllba ja 1977. j; 

' - '■■Tte~teti» faftdi MuMry 
has 'tea®" aomevdiet -daw to.' 
figatopatforwbom fee brig. 
. trite,';'. The message, h o we ver , 
'.# toowaistogly load 

mid clear. Swiss firms, such 
as jBhquti*** NmMn 
maaafitenmr 'bf watches and 
movements,afe now avid, and 
anxious listeners; • Ebauches’ 
asm weri&wide forecastsshow 
falling sales of ^ medUmikril 
watches wst Aonly in terms of 
smite*'- atop* (from over.M 
•ter cent to 60 per cent), hut 
atoofeabeointe volume (tom 
about 200 miMcd units to 
about >80 million writs) bet- 
1976 aad»80inthe 
■of feetotal watch 

patent- jwtete 320 

ndteom tnte ^ million 

.ante, -'Hag* ■>* projections 
■»teifefe*£wtew^ industry, 

. for^totobto earn* 

'tetete* ht-sip ; %ea <if eon* 


h tend cent of 'its 
. outpuf tori jup ■ W dectronic 
'^teMdri-4 purchased 

technology flten Hughes Air- 
mftih to tAiM States and 
has a Ibfijr totograteti produc¬ 
tion line .to'Hqiid crystal 
watches.' 

Liquid Cryatal. 

. The market for liquid crys¬ 
tal watches (dr continuous 
display etecfomio watches) 
known at LCDs is expected to 
grow much fester then feat 
for Ught-emlttieg ones (or 
interm i ttent display watches), 
knowh as LC0s, in the neat 
few yean. The latter have 
dominated fee market op to 

now and are less . expensive. 
Moat, have red displays and 
require fee user to press a 
. button to see fee. feme whereas 
. liquid crystal, ones have a con¬ 
tinuous display, usually silver- 
on-white. 

While fee Americans are 
betting on electronic watches 
wife digital feces, fee Swiss 
seem.i.to beiievri that'consu¬ 
mers snip increasingly prefer 
internal electronics, but tradi¬ 
tional moving hands (analogue 
^ispfeysh An estimate by 
Bhaatees istolfrc effect feat 
■a-quartz .analogue watch should 
beafeteto capture 20 per oenf 
#lte; < worhl mtoket by 1980 
te^tteP^^udrudfll ife-market 
;4ten .i;5'ter cent 

‘ig'&fe.-; oonti- 





em m 
fy » tetomd' for 
/$&";hteP growing 
^. / elrifer > te*t 
j| : fee '.'whio^ eif this 
'£ed-to be met 'by' 
'ii|jte most of which were 
betogimmgirri bto fee coun-' 
try: '"tte government'* severe 
h^ftitestrictions were quite 
vtimatistic since there was a 
gamine need for watches but 
no local production to satisfy 
tite.‘ need. Virtually every 
Iridiaa returning from abroad, 
afte-e short trip or a long 
steytoid most other foreign 
teftors -got into the habit of 
brhiging wife them as many, 
vntehhe as tiMy could manage. 
TBrirewasalsO organised smug- 
gHngbn a commercial scale, 
filches being the most fended 
mawtendise, alter gold and 
qftiteritio tririfies; .to this con- 
ttnte trade. 

Ahealtoychangewas tfimt-' 

edtofeis UBwholencHne skua- 


i-’tite' wife thri 

tehtoriflt or-wtehpitetete 
: turn in tills nhiihtrjr ^|l(ii||iiW’ 
■ton M acb to s »TRtote)' teto 
odUfedtotion wife •titfiQipteP’’ 
Watch Company- Of 
it only'fair to remit ipm-topf:* 
this initiative of 
meet with a cynical teot06^ t 
• in many quarters at tito-pte:'- 
set The venture,. how«vte». 
has yielded impressive resrafe. 
India has now a fast-growing 
watch industry, prodnetogfer 
fee home market not owy ¥- 
wide rante of manual wtotefr 
utility watches, competitive Ha 
quality but also more sopbitti- 
cated versions, such its auto¬ 
matic watches with day-ted- 
date display. 

HMT’i pioneering effottand 
aggressive programmes for 
expansion of output or diver¬ 
sification of products have pro¬ 
vided leadership and inspira¬ 
tion for a number of other. 

■ firms or projects wjhfch .afe. 
joining the widening family qf 
watch manufacturers to',par 


titortraaic 
rtrisfied at 
tett-itefa- 

. 


Sifejp 





country. Simu^itwwusly «h* Cpmp«i- 

government's current ppliey of tioiTp qmity «ad priw. A* 
permitting aesemWen to ha- % natural consequence, leading 
port watch movements or Watch manufacturers abroad, 




port watch movcmeats or Watch manufecturers abroad, .onmi R#06HR 

other parts is assisting fa such as XWi Watch Inter- 'M mKiiiKPl 0ft MRl ''boot ft* 
augmenting domestic produce national of Hong Kong, are aftfleit Of by Jadfa tym* 
tkm in line with increasing showing keep interest in deve- Tft growth of the wfttgh ip huge an 
demand as well as in intro- loping trade contacts with mfeMry in this Country Is petHive pri 



W growth of the watch hi large numbers and 
industry in this Country Is petHimprioasL , 


Crowing, But not Fast Enough 

S. P. Chdpra 1 

l 

On Iai Singh Road, near valent to two months’ wages Since the five units have in the equivalent to 3.24 million 
Parliament Street, New Delhi, for him. His efforts had borne aggregate, an installed capa* watches pdr annum jfo thC case 
is located the sales section of fruit after more than four hours city of L99 million watches, of eight private units whfcfc 
watches manufactured by of vigil. He ventured the ccm- the industry incidently were hive yet to gO into production. 
Hindustan Machine Tools ment that not many in the able to press into twice nearly The units in this category an: 


(HMT), a public sector under- crowd would be able to buy two-thirds of its available „ - . -■....■ un .. W Mr ... ... 

talcing which is the largest the HMT watch that day capacity in the organised Capacity 

watch-making company in the because the stocks were almost lector. Even if these units had ..... 

country. A few days ago, while exhausted. This brought home produced watches up to 100 per Watches 

passing by this sales depot of to me the acute scarcity of cent of installed capacity, the M/s HES Ltd 300,000 

HMT during the lunch interval, watches prevailing in our demand in the country would M/s NaSa Watch 
I was surprised to see a big country. stHI have exceeded supply by a Pvt Ltd 300,000 

crovyd in Its courtyard. As I in the organised sector, huge margin. In the current M/s Gamy Ltd 480,000 

moved in to find but What ft besides HMT, there are four fear, the private sector units Mr Dilip Kumar Dey 300,000 

was all about, I met a young other manufacturers of watches, aw reported to have increased Mr H.G. Bangera 360,000 

man hardly 20 years of age and They am Indo-French Time their capacity further by Mr G.8. Purewal 600,000 

not well-dressed (he appeared Industries Ltd, Sondhi Trcssa, 650,000 watches. The capacity Indo-Swiss Time Ltd 600,000 

to be a domestic servant) whose Hegde & Golay Ltd and of fado-French Time Industries M/s Jayna Time 

beaming face showed that he Sandoz (India) Watch Indus- has risen firm 310,000 'to Industries Ltd 300*00 

had been sucop&sftil in one of tries. The total number of 500,000 Watches per annum Tatal 3 , 240 ## 

life's most arduous m i ssions, watches produced by them in wi that of Hegde ft Golay '■ ■ '' 1 1 ' l ■" < 'v'' '■>>>i 


He told me that he had been 1975 was 844,000 (see Table I) tti fro® 100,000 to 600,000 The total approved capacity, 
waiting since 9‘o clock in the and in 1976 there was reported watches per year. thus, is 5.92 million watches 

morning to buy a watch costing to be a substantial improve- The government has aano- per annum. 

Rs 196 which should be equi- ment to 1.26 million (Table II). tinned additional capacity It is repeated that HMT 

Taw* i ' ' 

Pradactlea of Watchaa, Tluwetece and OMk> la 1574 aai I97S 1 ^ 


Name of industry Accounting 
unit 


Remarks 


Watches 

Timepiecef 


Clocks 


No of Installed Annual No of Installed Estimated 

units capacity produce units capacity (annual 

turn production) 


Number 3 1*30*00 684,000 5 1*30,000 , 

„ 7 1*00,000 950.000 6 1*36*00 100*1 


6 31,5.000 169,000., 5 
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Despite dramatic annual increases in 

K oductiou. the unsatisfied demand 
r watches in the country is nothing 
short of phenomenal. 

SUM mv, «m W lakh Indian 
watCM aw made mmv tear. Oat 
pt wWcL Skn^kUtMH 


d why can’t HMTget 
re machines and increase watch 


we crossed the 6 S lakh mark-*-that’s 
2.20 lakh more watches per entrain 
over ’75, 

What’s more, before the year Is Ml 
wa aim to reach 9.f# IriK. 

That’s not all. WHhtftfour years 
we’ll be making four times ss many 
watches per annum. 


ia oat w m ag ta 

. wffiburyesr* 


If not better, than coi 
iMhea.^it’ijMttil 
Dnoff tvfljfy IhPP*} I 
it umikIl dti Ww Itn 
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W mtll-soale motor aadhcwe 
mu tot*! output 9* Writ* to we 
organised sector mu reduced 
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IfosdeatjSc survey has been 
conducted to* tills (Wintry to 
fed out the Ml demand 
tot timepieces. Long H*f to* 
government of Iddto had ap¬ 
pointed a panel which estimat¬ 
ed tto total demand tor time* 
pieces et 12 million a year by 
ItfS and 1.5 million by 1970. 
Thn demand figure has been 
revised to 1-85 million by 1975 
and 2 .3 million by 1980. Pro¬ 
duction has lagged behind 
demand so long with the result 
that all tiie output has been 
taken up by the market. Cur* 
ready the position seems to 
have stabilised. The six units 
in toe organised sector and 
some Others m die small-scale 


sector ifeettimtfeA to wodnae 
wiuii Dtote* ytoff w hich 

demand, By toe output 
may rise to 1.5 mtllian timepie- 
Oes depending upon a number 
of other factors. Osp of the 
relevant factors is the price of 
toe timepiece which has been 
steadily going up. This in itself 
can be a limiting factor in so 
tor as the sire Of the domestic 
market is concerned. The prices 
of raw materials and compo¬ 
nents have' risen in recent 
years. The cost of wages, 
administration and overhead 
charges has also increased. 
Even then the manufacturers 
will have to keep down the 
sale price if they wish to mar¬ 
ket rising numbers of time¬ 
pieces. One of the essential 
Items in the manufacture of 
time pieces is spring steel strip 
whose import 1ms been can¬ 
alised through Hindustan Steel 
Ltd. (HSL). Thejndustry is of 
the view that HSL has not been 
able to serve adequately the 


Table IV 

Exports of Watches—1975-76 


April 1975 to March 1976 


Quantity Value (Rs) 
(numbers) > 


Wrist watches 

Australia 
i Dubai 
.two 

t t&itysja 
itomSeehud 

ikfli- k k , ±^ 

JP^nuBDuRB 

ftoknd 

U.AtobRepubhc 

* , Total t 

'..SB 



2,120 

182,956 

400 

75,243 

40 

7,953 

27 

3,654 

2 

255 

4 

1,121 

40 

7,103 

130 

12,660 

2,763 

291,045 

1,500 

94,000 

70 

9,380 

150 

11,000 

1,720 

114,380 * 

1,700 

75,590 

1,700 

75,590 

1,. 

481,015 


Tama V 

. Import* ef Watehes—1975-76 

1 

,v r^r.. .. TT ^ 

* 

April 1975 to Match 1976 


Quantity 

Value (Rs) 


(number) 

VM* watches 

■ 


Bahrein Islands 

23,258 

749,560 

Dubai 

7 

1,670 

German, F. Rp. 

80 

10,41$ 

Hongkong 

378 

63,17$ 

Iraq 

4 

1020 

Italy 

2 

550 

Japan 

18 

4,086 

Muscat 

2 

1,350 

Singapore 

750 

90,000 

96,327 

Switzerland 

182 

USA 

10 

1,320 

Total 

24,691 

1,029,473 

Stop watches 


German, F. Rp. 

12 

4,854 

• Singapore 

1 

530 

Total 

13 

5,384 

Other watches 

Bahrein Islands 

16,880 

599,900 

German, F. Rp. 

17 

4,625 

Japafa 

610 

152,287 

Kuwait 

851 

24,380 

Muscat 

30 

4000 

Saudi Arabia 

15 

3,60 

Switzerland 

3 

2,85 

Thailand 

39 

13.05 

Total 

i 8,445 

806,69 

deck with watch movements 
Singapore 

70 

12,502 

Total 

70 

12,502 

Watch movements assembled 
Gasman, F. Rp. 

6,559 

317,086 

Italy 

1,060 

55,766 

Japan 

1,117 

33,069 

Switzerland 

7,123 

190,551 

tptal 

15,859 

596,472 

Wateh cases and parts thereof 
Fmnee 

260* 

290,940 

Gorman, F. Rp. 

1,100* 

233,191 

Hpngkoag 

222* 

59,964 

Daly 

257* 

111,801 

Mmxk 

fwimetland 

808* 

1.646,377 

331* 

205^76 


90* 

99,12$ 

' Tbtal. 

3068* 

2,649 :i »4l 

* * ffim** tiilri 
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SfOMarch 1976 
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11.875 


15,285 

daedioslovalda 

IWAm 

Bf 

23,856 

German, F.Rp. 

20,200 

taitfc* lands 


4,420 

ClttiGluidxivfeto 

ijrfw ■up “ mm " 1 w "* pw 

324,035 

Qennu, p. ftp, 

1,664,134 

Japan 

Spain 

6,400 

m 

14,000 

USA. 

20,400 

Total 

•tljaa wetrth* appattiwN* 


34,705 QackpartaNe*. 

16.433 Czechoslovakia 


16,055 

16,055 *** 


Swuenaod 


34,130 W 


6,100 *& 


Wntehpara Nca 

Australia 
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try resulting in impediment to 
jiroduction. 

It is encotnegtog to sole 
that some manufacturers have 
started exporting timepices, 
though the number is extremely 
small. In 1975-76, 250 time¬ 
pieces valued at Rs 6,400 
were exported to Singapore. 
To United Kingdom, 99 time¬ 
pieces were exported valued at 
Rs 14,000. This is no doubt a 
Small beginning but if adequate 
incentives are provided to 
exporters, there is no doubt 
that the manufacturers of 
timepieces will be able to earn 
valuable foreign exchange for 
the country. 

A new trend has been wit¬ 
nessed in the developed coun¬ 
tries. Switzerland, Japan and 
West Germany have started 
Specialising in the manufacture 
of electronic timepieces. This 
in itself provides a good oppor¬ 


tunity to awr manutactusers 
to supply machinical timepieces 
to countries in Africa, South 
America and Eastern Europe. 
The only snag in this regard is 
the high prices of Indian time¬ 
pieces. The timepieces produc¬ 
ed by China and other socialist 
countries are cheaper than 
those of ours. If we are really 
keen on exploring foreign 
markets, the government will 
have to come to the succour of 
the exporters by framing an 
export policy which provides 
sufficient incentives to be able 
to compete in markets abroad 
For example, the percentage 
of the replenishment import 
licence against exports of time¬ 
pieces needs to be raised 
Again, the cash incentive 
against exports of aiarm time¬ 
pieces also needs to be raised 
The industry has rightly plead¬ 
ed for liberalisation of proce¬ 
dures, for example, it has asked 
for the issuance of advance 


|fe(p*a» against export orders 
so that the exporters get these 
licences in the shortest possible 
time. 

The information about 
foreign markets in regard to 
timepieces is meagre and there¬ 
fore it is high time that a team 
of delegates, is sent abroad to 
make an on-the-spot study of 
the conditions prevailing there. 
Such a survey should provide 
guidelines to entrepreneurs 
who wish to export timepieces 
to foreign markets. 

Ill 

The wall clock industry came 
into existence in our country 
in 1950. The first successful 
unit, namely. Scientific Clock 
Manufacturing Company, was 
started in that year on a small 
footing. Since then it has 
made significant progress and 
is currently one of the biggest 
units in the country. At Morvi 


(Gujarat), them are about 20 
units out of which 19 are small- 
scale units which am all manu¬ 
facturing wall clocks. The 
capital Investment in these 
units is of the order of a cronb 
of rupees. The production Of 
wall clocks at Morvi covets 
nearly 50 per cent of the total 
output in the country. In the 
organised sector, there are only 
five units whose installed capa¬ 
city is 312,000 pieces a year. 
The total production in 1975 
was no more than 200,000 pie¬ 
ces (see Table I). This is a pre¬ 
cision type industry and needs 
precision machinery and pee* 
feet craftsmanship. Since 1950, 
Morvi has collected quite a 
large number of skilled wor¬ 
kers who are acquainted with 
the techniques of manufactur¬ 
ing clocks. This explains the 
reason why this industry is 
concentrated at that place. 

Manufacturers m this coun¬ 
try are not only in a position 



SUNTREK 

WRIST WATCHES 


High calibre lever watches In Ladies and Gents. 
Manufactured under Swiss technical collaboration 
SONOH1TRESSA TIME INDUSTRIES PVT, LTD, 
BOMBAY-8HAHDARA, DELHI-** 


Ask your nearest watch dealer 
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COMPULSORY DEPOSIT SCHEME 

(INCOME TAX PAYERS) ACT, 1974 

UST DATE: MARCH 31. 


The last data for making compulsory Dopoalt is March 31 for: 

* Individuals | Whoss currant incoms Is Rs. 13,100 

* Hindu Undividsd Familiss > and ovsr and who ars not rsqulrsd 

* Trustsss of discrstionary trusts J to pay Advancs Tax. 

HOW MUCH TO DEPOSIT: 

From ths amount worksd out in accordancs with prescribed* ratss, 
reduce ths amount of deductions made during ths year under ths 
Additional Emoluments (Compulsory Deposit) Act, 1074, for defor¬ 
ming the amount to be deposited. 

* If current Income is : The amount of deposit shall be : 

Rs. 15,100 to Rs. 15,020 The whole of the amount exceeding 

Rs. 15,000; 

Rs. 15,021 to Rs. 25,000 4% of the Income; 

Rs. 25,001 to Rs. 70,000 Rs. 1000 plus 10% of the amount 

exceeding Rs. 25,000; 

Above Rs. 70,000 Rs. 5,500 plus 12% of the exceeding 

Rs. 70,000. 

WHERE TO MAKE DEPOSIT 

If a compulsory deposit account has already been opened, the deposit should be made 
only in that account. If no account has so far been opened, the deposit may be made 
at any office of the Reserve Bank or at a branch of the State Bank or of its subsidiary 
banks, or at any branch of a nationalised bank. 

DO NOT FORGET. TO MAKE YOUR DEPOSIT IN TIME 

Issued by: 

DIRECTOR OF INSPECTION 

(Publications & public relations) 

INCOME TAX DEPARTMENT, NEW DELHI 
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to meet the domestic demand 
bat are. also able to export a 
part of its production. As 
Table VI shows, more than 
51,000 alarm clocks were ex¬ 
ported to various countries in 


1975-76, earning foreign 
exchange worth Rs 16.6 lakhs. 
Other clocks numbering more 
than 13,000 earned foreign 
exchange worth Rs 7.3 lakhs. 
Czechoslovakia, the OK and 


Malaysia were the main impor¬ 
ters of time clocks from our 
country. Manufacturers, how¬ 
ever, face difficulties in regard 
to the acquisition of modern 
techniques. Even the technical 


literature needed for this pur¬ 
pose is not easily available. 
The result is that the industry 
is not able to keep abreast of 
latest developments taking 
place elsewhere in the world. 


Mechanical Watches have a Long Future 

Dr M. P. Shah 


As MAN became civilised, mea¬ 
suring time to coordinate his 
activities became an important 
aspect of life. Centuries passed 
between the crude way of 
measuring time to the present 
accurate measurement with 
highly precision instruments. 
With the development of soph¬ 
isticated engineering techni¬ 
ques smaller and smaller mea¬ 
suring instruments were invent¬ 
ed which resulted in manu¬ 
facturing watches. However the 
largest contribution for manu¬ 
facturing watches came in the 
20th century. In the second 
half of the 20th century, 
electronic, quartz and liquid 
crystal watches have been 
manufactured. However, the 
conventional mechanical wat¬ 
ches play a dominant role in 
so far as the total demand for 
watches is concerned. 


Percentage Share 


During 1973, about 208 
minion watches were manu¬ 
factured all over the world. Of 
this, 40 per cent were manu¬ 
factured in Switzerland alone. 
Contributions from Japan, the 
USSR, die USA, France and 
West Germany were 14 per cent 
13 per pent, 10 per cent, eight 
per cent and five per cent,, 
respectively. Thus about 90 
per cent of the watches were 
manufactured by the developed 


Dr M. J. Shah, B. Sc. (Agri). 
. D. Be., ASSOC, IARJ, PtuD. 
it oners! unaagw of Indo- 
Ttae ladustriea Ltd, 



countries. It is also obvious, 
therefore, that the market in 
die developing countries is 
captured by them. During 
1973, of the total of 126 million 
watches exported by the deve¬ 
loped countries, 65 per cent 
were exported by Switzerland. 
The contributions from Japan, 
the USSR and France towards 
exports were 15 per cent, 10 
per cent and seven per cent 
respectively. About 97 per cent 
of the total exports were made 
by only four countries, viz. 
Switzerland, Japan, the USSR 
and France. 

World Production 

The year 1974 registered a 
record world production of 
about 230 million watches, 
Switzerland making the largest 
contribution. However, during 
the following two years of 1975 
and 1976, the contribution of 
Switzerland was reduced by 24 
per cent and 29 per cent respe¬ 
ctively. This reduction took 
place on account of reduced im¬ 
ports of watches by North and 
South America and the shrink¬ 
ing of markets in Asia and the 
far east. The sudden increase 
in the exchange rate of Swiss 
Franc also made it more diffi¬ 
cult to export watches from 
Switzerland besides the keen 
competition from the solid- 
state Light Emitting Display 
(LED) and Liquid Crystal 
Display (LCD) watches. 

It will also be interesting to 
study the consumption pattern 


of watches per 1,000 inhabi¬ 
tants in various geographical 
parts of the world. The 1973 
data reveal that western Europe 
and the USA-Canada together 
consumed the largest number 
of watches per 1,000 inhabi¬ 
tants. They were 171 and 243, 
respectively. Similar figures for 
Asia (without Japan) and 
Africa were only 16 watches 
per thousand inhabitants. 

Although more than 75 per 
cent of the world population 
is concentrated in Asia, Africa 
and the far east, the lowest 
number of watches is consumed 
in this area. There are several 
reasons—economical, social, as 
well as political—for low 


consumption of watches. How¬ 
ever, consumption would have 
definitely gone up had watches 
been manufactured in these 
countries. 

Although our country 
became independent in 1947, 
efforts to manufacture watches 
were made only in the early 
1960when thetwo factories viz. 
HMT in the public sector and 
Indo-French Time Industries 
Ltd, manufacturers of famous 
Timestar matches in private 
sector, were established. Since 
then, several proposals have 
either been sanctioned or are 
under the scrutiny of the 
government for manufacturing 
watches with foreign collabora- 


r -v 


Indian Watches Exported to Switiariand 

For the first time India has sold wrist-watches to Switzerland. 
No less than 20,000 watches representing the latest in watch technology-— 
liquid crystal display (LCD) -have been sold realising Rs 40 lakhs in 
foreign exchange. The export of remaining 15,000 watches will com¬ 
plete the contract valued at Rs 70 lakhs. 

The watches are manufactured at the Santa Crux Electronics Ex¬ 
port Processing Zone (SEEPZ) by CENTURY ELECTRONICS Ltd. 
in collaboration with an American manufacturer. 

This watch is completely solid state. It contains two batteries. 
Quartz Oscillator, Integrated Circuit Driver, time set and command 
switches and a continuous operation liquid crystal display. 

There are eery tow manufacturers of this sophisticated Item in the 
world. CENTURY ELECTRONICS has adapted the overseas techno¬ 
logy using entirely indigenous labour; it has been able to achieve 40 per 
cent value added. 

The unit plans to 'manufacture 10,000 watches per month from 
April fids year. After September, the monthly production will be in¬ 
creased to 25,000. 
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tion. In spite of more than 25 
year's of independence! this 
industry has not progressed in 
the private sector, and the gap 
between production and 
demand has widened. 

It is unofficially estimated 
that about five million watches 
were smuggled into India be¬ 
fore the promulgation of the 
emergency. Against this, a 
total of 1.4 million watches are 
manufactured in India today. 
The precise demand for watches 
in India is not known. With 
the increase in the standard of 
living and the growth in popu¬ 
lation, the demand is expected 
to increase and in a decade’s 
time, the demand would be of 
the order of about eight to 10 
million watches. Thus there is 
a good potential for manu¬ 
facturing watches in India. 

Indo-French Production 

Starting with an annual pro¬ 
duction of 50,000 watches in 
1967, the Indo-French Time 
Industries Ltd is manufacturing 
500,000 watches per annum at 
present. With government’s 
approval, the company (which 
is producer of well-known 
Timestar watches in the private 
sector) has taken up a very 
ambitious project for manu¬ 
facturing 1*2 million watches 
per year. 

Normally, the watch calibres 
are patented and are, therefore, 
protected under the patent 
rights. In order, therefore, to 
manufacture any calibre, one 
has to get the permission of 
the patent-holder. A lot of 
technical know-how, docu¬ 
mentation, design and speci¬ 
fications have also got to be 
procured. All the finer points 
in manufacturing are normally 
got by experience and hence it 
becomes necessary to get a 
good technical collaboration 
for manufacturing such a cali¬ 
bre. In watch industry, such 


collaborations are shy, and 
developed countries are not 
in a mood to part with their 
. technical know-how, which till 
now was considered to be 
secret. Furthermore, it becomes 
implicit to manufacture all 
parts under one roof in India 
and such suitable collabora¬ 
tions for manufacturing all 
parts in developed countries are 
very few and far between. In 
most of the collaborations, 
the collaborators have a larger 
interest in selling their compo¬ 
nents during the phased manu¬ 
facturing programme rather 
than technically assisting the 
receiving party to go into the 
manufacture of watches. 

The watch industry needs 
large investment in plant and 
machinery as well as in stocks 
in trade. To manufacture 
360,000 watches per year, it 
is necessary to have plant and 
machinery of the order of 
about five crores of rupees. 
Besides, about a crore of 
rupees is invested in dies and 
tools, jigs and fixtures and 
stocks in trade. The ratio, 
therefore, between capital and 
sales comes to 2:1, as against 
many engineering and chemical 
industries where the ratio is 
very much less than one. 

Sophisticated Equipment 

The watch industry needs 
highly precise and sophisti¬ 
cated equipment, which is 
normally not manufactured in 
India. The import of such 
equipment, therefbre, needs 
a good amount of foreign 
exchange from hard currency 
areas and the gestation period 
in all such cases is very high. 
Negotiating for foreign ex¬ 
change and the rupee invest¬ 
ments for the project with 
several financial institutions is 
also a herculean task. Share 
capital in this country is not 
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shy and if a project is sound; 
subscription to shares is easy. 

In order to establish the 
industry in the organised 
sector, the ministry of Industry 
has launched upon a crash 
programme for increasing the 
production of watches. All the 
projects in the private sector 
have been followed up closely 
and vigorously. HMT in the 
public sector has drawn up a 
plan to manufacture three 
million watches by the end of 
the seventies, and as an imme¬ 
diate measure to market 
watches, they have been given 
licences to import 1.5 million 
complete movements, cases, 
dials and market them. 

Import Facility 

Projects in the private 
sector such as Indo-French 
Time Industries Ltd, Hegde- 
Gholey Ltd, Jndo-Swiss Ltd, 
and some other projects in an 
advanced stage of establish¬ 
ment are being given similar 
licences for the import of semi- 
knocked down (SKD) and 
completely knocked-down 
(CKD) movements for imme¬ 
diate production of watches. 
Such production, however, 
will be merged with indigenous 
production over a period and 
the imports will be reduced 
progressively till a total pro¬ 
duction of six million watches 
is achieved. Such an encourage¬ 
ment will definitely help 
establish the industry in the 
organised sector. 

Recently the mechanical 
watches in western Europe and 
the USA have been facing 
competition from solidstate 
LCD and LED watches. 
Mass production technology 
in electronic industry has 
reduced, the prices of such 
watches* thus creating a fear 
Pf the thecftartteal 


watches. Although opinions 
have differed on the extent of 
replacement, the future of 
LED does not seem to be 
very bright, against LCD 
which is a recent introduction. 
However, the future of quartz 
analog watches seems to be 
very bright and is gaining 
ground. 

In India, where a large part 
of the population is poor, 
traditional and illiterate, good 
mechanical watches at very 
reasonable prices have good 
future for many years to 
come. 

Although watch-manufactur¬ 
ing is capital-intensive, the 
return on capital invested is 
reasonably good. However, 
with the prices of machinery, 
plant and building, labour and 
technicians and interest on 
capital going up, it will no 
more be profitable to limit the 
installed capacities to 500,000 
watches per year. 

Slow Progress 

At the moment, the watch 
industry is making a very slow 
progress because it is not 
treated as a priority indus¬ 
try. In order not to induce 
smuggling, and to fill up the 
gap, the watch industry has 
got to be encouraged by the 
government. It is, therefore, 
necessary that the industry 
should be put on the 
priority list. Establishment 
of this industry will also be an 
asset for defence in case of an 
emergency. 


Ministry of Dofence 
Indian Ordnance Factories 

The General Manager of the following factories invites scaled tenders 
for supply of the following items:— 

Ordnance Factory KATNI (M.P): 

(1) Tender No 1563/PV/LP/Advt/663. Chain for J5 Tonne Draw 
Bench 13.5 Metre Long approx as per drawing No J, Kat/Ext/428—1 No. 

(2) Tender No. 1563/PV/LP/Advt/634, Brass Billet 190.50 mm dia 
X559 mm to 609 mm long (7—1/2* dia x 22'—24" long) Specn. : BS 
2872/CZ—*122 OR BS 2874/CZ—121. Qty: 200 M/T. N.B. 7030 Brass Scrap 
in loose form will be supplied by Ordnance Factory, Katni. 

Closing date: 3.5.77. lender forms available (<t) Rs 5 each through 
crossed postal order upto 15.4.77. 

Ordnance Factory Dehradun: 

Tender No PR/OFD/L/240. (i) Aluminium Alloy Pressure Die castings 
for Body Right as per Drg. No ODD/C/550—5000 Nos. (ii) AUinvnium 
Alloy Pressure Die castings for Body Left as per Drg. No ODD/C/55J— 
5000 Nos. Closing date 29.4.1977. Tender forms available upto 12.4.77. 

Ordnance Factory, Bhandara, 441906: 

Tender No SP/3018/1293 dt 1.3.77. Graphite Sulphur Free conforming 
to the specification No JSS l-59-49(a) size 63 Micrometre I.S Sieve...660 kg. 
Closing date: 17.5.77. Tender forms available (ri; Rs 2 by hand or through 
M.O. upto 20.4.77. 

Ordnance Equipment Factory, Kanpur: 

(1) Tender No PV/1212. COIR Fibre Grade II KG MS 80,000 Speci¬ 
fication No IND/TCY2220(d). 

(2) Tender No PV/J250. Wire Brass 12 SWC-KGMS 1530. Specifica¬ 
tion No BS: 2373- 1969 (CZ—108) Conditions Hard. 

(3) Tender No PV/1248. Clay Fire—Kgms. 15,000. Specification 
No IS:195 of 1963. 

(4) Tender No PV/J249. (1) Telephones PVC Cable 10 Pairs and PVC 
sheathed indoor wiring 22 S.W.C—Mets 1000. 

(ii) Telephone PVC Cable 20 Pairs and PVC she tthed 22 S.W.G—Mets. 
1000. 

(iii) Telephone PVC Cable 5 Pairs and PVC sheathed 22 S.W.G.. Mets 
1000. 

(5) Tender Notice No PV/1273. (i) Brass rod hex 22 MM (7/8*). .F— 
Kgms900. Specification No 1S:319 | CUZN42 PB 3. 

(ii) Brass sheet hard 1.6 MM (16 SWG) thick—kgms 1500 Specifica¬ 
tion No IS:410—BS—60 (CUZN 40) 1/2 hard. 

(6) Tender No PV/1262. (i) Holder goggle left complete with Frame 
strengthening left nose Bridge:Sets 7156. As per Drg. No/ ARDE 1424 Det 
No 6 and ARDB 1424 Det No 8. 


Several raw materials and 
tools required for manufactur¬ 
ing watches are special items 
not manufactured indigenously, 
although similar types are 
manufactured. According to 
the present policy of the 
government, a number of raw 
materials is canalised add 
Snoit anymore such items will 


(ii) Holder goggles right complete with frame strengthening right— 
Sets 7J56, As per Drg. No. ARDE 1424 Det No 7 and ARDE 1424 Det 
No 9. 


item No 2, 3 and 4, 
l Rs 5 by Indian Postal 


Closing dates: 28.4.77 for item 1. 5.5,77 for 
12.5.77 for items 5 and 6. Tender forms available i 
QwU. 

Note: Other details and specification etc. will be supplied alongwith 
tender forms. Tender fees are non refundable. Further details can also be 
tin Indian Trade Journal. davp 685(318)76 





be canalised Id future. Since 
the requirement of this industry 
is of a specialised nature and 
the quantities involved are 
very small, such raw materials 
should not be canalised, but 
the units should be allowed 
to import directly. 

A well-equipped testing 
laboratory should be establish¬ 
ed, and 1SI horological 
standards should be deter¬ 
mined. The adoption of such 
ISI standards should be made 
obligatory. Recently there has 
been a move in this direction 
and a committee has been 
appointed to work out the 


details. Mia* mechanic courses 
for precision engineering should 
be established in the degree 
courses and post-graduate 
engineering facilities. Similar 
courses also should be adopted 
for lower level at the poly¬ 
technic and diploma courses. 
A training institute for horo¬ 
logical training should also be 
established for training qualifi¬ 
ed watch repairers. Above all, 
a research institute should take 
up designing, development and 
research of watch calibres. 
Manufacturing numerous cali¬ 
bres in a developing country is 
not desirable. Standardisation, 


therefore, on only a ftw 
standard calibres, should be 
adopted If we want to benefit 
from the mistakes of other 
countries in watch industry. 

The recent notification of foe 
government to allow import of 
any amount of components for 
repairs and replacement is 
likely to be misused by the 
trade and foe unorganised 
sector. Such a step will not 
only discourage watch manu¬ 
facturing in the organised 
sector but also put the dock 
twenty years behind time. 

At present, 120 per cent 


import duty is levied on watch 
components. In order to 
encourage foe industry, varied 
import duties should be levied 
for industries in phased manu¬ 
facturing programme, establish¬ 
ed importers, imports under 
repairs and replacements, 
CKD and SKD imports, 
it being not more than SO per 
cent for industries in phased 
manufacturing programme and 
heavy duties on others. Such 
a step will not only help entre¬ 
preneurs to overcome financial 
problems, but will encourage 
manufacturing and avoid un¬ 
healthy competition. 








Some of my well-moan* 

mg friends have always been warning me 
that there will be occasions in my life 
when I am bound to call on the name of 
God (the capital ‘G’ is theirs). Could the 
present occasion be one such ? Vox populi , 
vox dei ? Jn any case, the people have 
spoken and God must but nod. Quoting 
more Latin, Victrix causa d.is placuit , 
sed victa Catoni, meaning: the cause that 
conquered pleased the gods, but the 
cause that lost pleased Cato. Are there 
any Catos among Mrs Gandhi’s entour¬ 
age? Mr Deb Kant Borooah, will you 
please stand up? 

Without prejudice to my carefully 
cultivated atheism, I am tempted to say 
that god (small ‘g* this time) is in his 
heaven and all is right with the world. 
The provocation is obvious. First, look 
at all those defeats: 

Mrs Indira Gandhi’s—the most pitiable; 

Mr Sanjay Gandhi’s -the most accept¬ 
able; 

Mr Bansilal’s -the most popular; 

Mr V.C. Shukla’s—the most pleasur¬ 
able; 

Mr Karunanidhi’s— the most deserving. 

There have of course been some other 
defeats which dilute our enjoyment of 
these defeats. Among the former is Mr 
George Verghese’s. He should have won. 
A clear case of Kerala’s loss being also 
the nation’s loss. Now let us look at these 
highly gratifying successes: 

Mr Raj Narrin’s—it ought to restore 
our faith in Robert Bruce’s spider, if not 
in human nature; 

Mr A.B. Vajpayee’s—he looked so lost 
when I briefly shared a ward with him at 
. the All India Institute of Medical Sciences 
in November-December, 1975; 

Mr Subramaniam Swamy’s—he can now 
complete his education in Economics by 
serving in one of the Economic ministries; 

Mr Sanjiva Reddy’s—he once paid 
dearly for other people’s freedom of 
conscience; 

Mr C. Subramaniam*s— he after all 


found a constituency he could win on his 
own; 

Mr Karan Singh’s—the fault lay only 
in his stars which let the thugs take 
family planning away from him. 

To preserve our satis- 

faction with these successes, we have to 
avoid thinking of some others. Take, for 
instance, Mr R. Venkataraman’s from a 
Madras city constituency. His opponent, 
DMK’s Murasoli Maran is no angel. On 
the contrary, Mr Maran needs no spoon, 
short or long, to sup with the one- 
horned One. Nevertheless there is nothing 
in Mr Venkataraman’s victory to please 
decent people. For a man who was never 
tired of professing loyalty to the late Kam- 
araj, his principles and his politics, when 
Kamaraj was alive, Mr Venkataraman’s 
most recent political history has nothing 
to commend itself. I resent particularly 
the way he ran Rajaji’s Swarajya during the 
emergency. Preferring prudence to valour, 
MrT. Sadasivamhad delivered this journal 
into Mr Venkataraman’s custody for the 
duration— and no jailor could have done 
a better job. Incidentally, much of the 
mess in Yojana Bhavan during the closing 
phase of the late D.R. Gadgil’s vice- 
chairmanship was due less to the pro¬ 
fessor’s senility than to Mr Venkata¬ 
raman’s too-Brahmin cleverness. 

Now that the rock of the emergency 
has been rolled away we must expect 
some very odd or unwholesome creatures 
to crawl and creep from down under. 
Mr Sham Lai, with a fine sense of timing, 
has put his name to a leader page article 
in The Times of India just a few hours 
ahead of Mrs Gandhi submitting her 
resignation to the Acting President. 
Bursting with all that righteous indigna¬ 
tion which he had so virtuously bottled 
up in himself during those hard and 
uncomfortable 19 or 20 months, he fires 
off a barrage of questions and charge; at 
Mrs Gandhi, castigating her and “the 
little men she dressed in absolute autho¬ 
rity", for their various sins of commission 


MOVING 
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and omission. He is furious with the 
neo-fascists around her who “resorted to 
bluff and bluster and even blackmail to 
bludgeon independent minded persons into 
conformity and surrender.’* Since Mr 
Shamlal is so ready with questions for 
othci people, may I ask him one: How 
much bludgeoning did it really take to 
make the “independent-minded persons" 
editing The Times of India or editorialis¬ 
ing in it conform or surrender? Show 
us the scars, please. 


Mr V.C. Shukla, says 

Mr Sham Lai, “managed the press for Mrs 
Gandhi and Mr Gandhi, but the people 
trusted rumours more than newspapers." 
True enough. But who made it so easy 
for Mr V.C. Shukla—a man not gifted 
with great abilities by any means—to 
“manage" the press in which, I presume. 
The Times of India was included? Who, 
if not those editors and journalists who 
have started rationalising their three- 
monkey stance during the emergency, 
arguing that a safe spell of silence, while 
hoping that the evil would go away, was 
somehow the moral equivalent of risky 
non-conformism? An editorial in The 
Times of India of the same date (March 
22) speaks of the press being “completely 
muffled". Even the most violent act of 
rape cannot remain a unilateral exercise 
beyond a point. At what last stage of 
resistance did some of the editors or 
other journalists decide bravely to live 
to fight another day? Many of them, 
like Casabianca, no doubt, stood on the 
burning deck, but they knew that the 
deck was not meant to burn out—and, 
in any case, they were always at a safe 
distance from the flames. 

Some of them, of course, avoided all 
decks, whether they were on fire or not. 
Mr Girilal Jain, who edits. The Times of 
India , Delhi edition, was one of them. He 
simply sat on the fence, more delicately 
balanced nlways than the most worldly- 
wise feline. Soon, of course, the cat should 
be jumping—and, we know, on which side 
it would jump. Meanwhile he has had good 
pickings from the government’s (or the 
much-maligned V.C. Shukla’s) mass media. 
With that put-on punditry and ever-recur¬ 
ring smirk, Mr Jain will go far on Delhi’s 
Doordarslum, unless 
he leaves soon for 
Bombay — there to 
take over from Mr 
Sham Lai. 
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Lakhya Dam 

Work on the Rs 8 crore 
Lakhya Dam, to contain ore 
tailings of the giant Kudre- 
mukh iron ore project, got 
off to a good start recently at 
Kudremukh site ahead of 
schedule. The 670 metre long 
and 66 metre high dam across 
the Lakhya, a tributary of the 
Bhadra, is the first of the two 
large earthen dams aimed at 
prevention of pollution of the 
waters of the Bhadra. The 
completion of the dam, design¬ 
ed by the Central Water Com¬ 
mission, a government agency, 
in keeping with the time- 
bound nature of the project, 
has the deadline of June 1978. 
This involve three million cubic 
meters of earth work and a 
storage capacity of 118 million 
cubic metres. The dam will 
cover a reservoir over three 
million square metres, storing 
tailings or the ore rejects, 
after the iron ore is concentrat¬ 
ed. Huge silt deposits of 
tailings will settle in this reser¬ 
voir thus preventing the im¬ 
purities getting into the Bhadra. 

Performance of 
Public Sector 

Over the past 10 years, the 
total investment in the public 
sector has increased to 
Rs 6,800 crores and the turn¬ 
over is expected to touch 
Rs 10,000 crores. The total 
investment in 1965-66 was 
Rs 1,368 crores and the turn¬ 
over was Rs I,COO crores. The 
quantum of gross profits 
before tax and the interest 
during the period from 1965-66 
to 1974-75 has increased from 
Rs 51 crores to Rs 574 crores. 


The enormous increase in 
production achieved by the 
public sector units in impor¬ 
tant fields is indicative of their 
important role in strengthen¬ 
ing the industrial base of the 
country. 

Remarkable Performance 

In some important indus¬ 
trial sectors, the production 
performance has been really 
remarkable. Output of cement 
increased from 96,000 tonnes 
in 1970-71 to 344,000 tonnes 
in 1975-76, while that of news¬ 
print rose, during this period, 
from 37,300 tonnes to 52,900 
tonnes. The value of produ- 
tion of precision instruments 
has increased from one crore 
rupees in 1970-71 to 8.56 crores 
in 1975-76. The Bharat Heavy 
Electricals Limited, which 
manufactures hydro-turbines, 
thermal turbines and high 
power traction motors, regis¬ 
tered a more than five-fold 
increase in value of produc¬ 
tion from Rs 78 crores to 
Rs 415 crores. The Hindus¬ 
tan Machine Tools also made 
a four-fold increase from 
Rs 207 million to Rs 800 
million. The Heavy Engineer¬ 
ing Corporation (HEC) also 
increased its output value from 
Rs 29 crores to Rs 80 crores. 
In the last two years, public 
sector enterprises have gene¬ 
rated as much gross internal 
resources as during the entire 
fourth five year Plan period. 

In the building of the new 
industrial structure through 
rapid and widespread expan¬ 
sion in the production of criti¬ 
cal inputs, basic goods and 


machinery, the contribution 
of the public sector has been 
highly impressive. Apart 
from attaining a high growth 
rate of production, the pro¬ 
gressive expansion of the acti¬ 
vities of the public sector in a 
number of core and critical 
industrial fields is in itself 
quite significant. At present, 
there are two central public 
sector undertakings engaged 
in the production of steel, 13 
in the prod iction of minerals 
and basic metals, eight in the 
production of petroleum and 
petroleum produsts, 11 in the 
production of chemicals and 
pharmaceutical products, eight 
in the production of heavy engi¬ 
neering goods, 16 in the pro¬ 
duction of medium and light 
engineering goods, eight in the 
production of transportation 
equipments and 10 in the pro¬ 
duction of consumer and agro- 
based products. 

Gold Output 

There has been 13 per cent 
increase in the production of 
gold at the Bharat Gold Mines 
during the current financial 
year. Gold production has 
risen from 1,748 kgs in 1975-76 
to 2,200 kgs in 1976-77. With 
the result gross cost of pro¬ 
duction of 10 grammes of gold 
has gone down from Rs 547 
in 1975-76 to Rs 499 in 
1976-77. Total production of 
gold by the end of current 
financial year is expected to be 
3,120 kgs which is seven percent 
higher than the total production 
of 2,918 kgs during the last 
financial year. 1 *941 kgs of 
Gold was produced up to 
February this year by the 
BGML. 

Bharat Gold Mines is diver¬ 
sifying its activities by manu¬ 
facturing mining equipment 
not only for their own mines 
but also for other mining com¬ 
panies. A sophisticated 160 
HP double drum winder was 


manufactured for the Chhra- 
durg Copper company and 
handed over to it last month. 
Work is in progress on two 
headgear sheave wheels and 
safety dogs for the main shaft 
headgear for this company. It 
has taken a contract for mine 
construction at the Kolihan 
mine of Hindustan Copper. 
The erection of the 400 KW 
Polish winder has been com¬ 
pleted and successful trial runs 
have been carried out. 

Coal for Stool 
Industry 

Investigations on coal quality 
assessment indicate future 
possibilities of utilisation, for 
steel making of coals from 
barren measure and newer 
areas of Jharia coalfields as 
well as assistance in planning 
of coals, besides grading and 
industrial application by con¬ 
cerned organisations. Graphite 
in Palamau district of Bihar 
can also be upgraded and 
market survey on its uses and 
demand by various industries 
has been completed. The 
Central Fuel Research Insti¬ 
tute (CFRI), Dhanbad investi¬ 
gated 128 sub-projects, includ¬ 
ing 20 sponsored by outside 
organisations during 1975. 
According to the Institute's 
Progress of Research: 1975 , 
released recently, the institute's 
work on coal quality assess¬ 
ment included the examination 
of over 12,000 metre bore hole 
core length and analysis of 
about 25,000 coal samples in 
its seven coal survey labora¬ 
tories. 

Schemes in coal washing 
comprised technical audit of 
performance of existing coal 
washeries; development of 
flow schemes for proposed 
installation of plants at Kedla 
and Ramgarh, (both in Hazard 
bagh district in Bihar) and 
recovery and upgrading of 
coking coal fines in slury 
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from newer sources. Com¬ 
mercial viability tests were 
taken up. With oil agglome¬ 
ration, Bharat Coking Coal 
Limited plans to set up a 
two-tonne per hour coal slurry 
beneficiation unit and Hindus¬ 
tan Steel Limited envisages 
using upto 7.5 tonnes per 
hour direct coal injection in 
blast furnace to reduce coal 
consumption in the Bhilai 
steel plants. 

In coal oil programme, a coal 
dehydrogenation experimental 
plant of 0.5 tonnes per day 
coal charge capacity for pro¬ 
duction of synthetic oil is 
being set up. Work on a con¬ 
tinuous one kg per hour bench 
scale coal hydrogenation unit 
was also taken up. Raniganj 
coal was hydrogenated, al¬ 
though in comparison with 
Assam coal the conversion into 
oil was a little less, the results, 
however, were encouraging. 
The institute also undertook 
hydrogenation studies of coal 
and coal tar including deve¬ 
lopment of catalysts, kinetics 
and mechanism of conversion, 
coking characteristics of heavy 
oil, hydrogenation of low 
temperature tar, middle oil etc. 

Pooling System by 
Shippers 

The All India Shippers Coun¬ 
cil has requested the Mono¬ 
polies and Restrictive Trade 
Practices Commission to 
inquire into the restrictive 
trade practice followed by the 
India-Pakistan-Bangladesh-UK- 
Continental Conferences by 
adoption of the pooling 
system. It has been pointed 
out that as a result of the 
adoption of the combined 
cargo revenue pool by the 
conferences, the competition 
between the member lines of 
the conferences in the provi¬ 
sion of shipping services has 
completely disappeared and 
there is no motivation for the 


member lines to compete 
among themselves. This restric¬ 
tive trade practice followed by 
the conferences is adversely 
affecting the interests of India’s 
exporters in the matter of 
shipment of their goods on 
account of inadequacy of 
shipping services provided and 
as such does not enable the 
country to maximise its 
exports to western Europe. 

The commission has been 
urged to direct the conferences 
to discontinue the pooling 
system or pass such orders as 
may be considered desirable to 
ensure adequate shipping 
services to the destinations 
served by the conferences. 

Incentives for 
Industrisl Investments 

A number of measures have 
been taken by the government 
during the current financial 
year to boost investments in 
industries. New investment 
has been considered absolutely 
essential for accelerating 
economic growth, particularly 
in view of the rise in the capi¬ 
tal costs of industrial projects. 
The problems faced in achiev¬ 
ing this objective have been 
tackled through budgetary 
measures and licensing and 
import policy liberalisation. 
The main thrust of the budget 
for 1976-77 was towards 
accelerating industrial and 
economic growth. It provided 
for maximum increase in 
investment, consistent with the 
overall resource position. The 
annual Plan for 1976-77 had 
visualised an outlay of 
Rs 78,520 million on industrial 
development. It represented an 
increase of more than 31 per 
cent over the Plan outlay for 
the previous year. 

Among the fiscal measures 
taken for boosting investment 
in the national economy was 
the introduction of an invest¬ 
ment allowance at the rate of 


25 per cent for investment in 
plant and machinery for speci¬ 
fied industries. Another signi¬ 
ficant measure was the excise 
relief of 25 per cent granted 
on additional production over 
the base year. This investment 
allowance also qualified for 
additional tax relief in order 
to offset the disadvantages 
arising from higher costs. The 
production-linked excise relief 
has not only encouraged 
higher production in the exist¬ 
ing units but also met the pro¬ 
blems of the new units whose 
capital costs were higher. 

New units in the specified 
priority industries were made 
eligible for excise relief on 
their entire production. 
Another important step was 
taken for the reduction of 
capital costs in the ferti¬ 
liser and newsprint indus¬ 
tries, where imported capital 
equipment forms a substantial 
part of total costs. Import 
duties on equipment for these 
industries were reduced from 
40 per cent to 30 per cent. 

Modernisation Process 

Modernisation in selected 
industries like cotton, jute, 
textiles, sugar, cement and 
engineering industries was 
sought to be encouraged by 
providing soft loan assistance 
through the public financial 
institutions. Adequate funds 
were given to these institutions 
for meeting the higher cost of 
investment. 

Far-reaching changes have 
also been introduced in the 
Industrial Licensing Policy 
during the last couple of years 
for increasing production as 
well as investments in the 
economy. The licensing policy 
was liberalised to permit 
diversification in industrial 
machinery, machine-tools, elec¬ 
trical equipment, steel castings 
and steel forgings industries, 
etc. Cement manufacturers 


have been permitted to fabri¬ 
cate cement machinery for 
their own use in order to 
scale down costs. Additional 
capacity arising out of moder¬ 
nisation and replacement has 
been recognised. In addition 
to these measures, exports were 
encouraged by allowing 15 
engineering industries to in¬ 
crease their capacity by 25 per 
cent during a five-year period. 

Total Exemption 

An important policy change 
has been the grant of total 
exemption from industrial 
licensing in respect of 24 
selected industries and the 
freedom given to 29 medium- 
scale industries for fuller utili¬ 
sation of installed capacities. 
This was done in order to en¬ 
courage direction of the maxi¬ 
mum resources to productive 
purposes and to create more 
employment opportunities. 

Besides the above steps, 
the government also liberalised 
the facilities for non-resident 
Indians in order to attract 
remittances and capital invest¬ 
ments by them in the priority 
and export-oriented industries 
in the country. Procedures have 
been liberalised and invest¬ 
ments made more attractive. 
These measures have succeeded 
in increasing remittances and 
investments subsl antially. 

Electrification Project 
in Saudi Arabia 

Saudi Arabia has offered a 
big order for the implementa¬ 
tion of an electrification pro¬ 
ject to India. This was the 
resalt of discussions held bet¬ 
ween the Saudi Arabian dele¬ 
gation and the representaitves 
of the union government. A 
memorandum of understand¬ 
ing to this effect was signed 
between the two countries 
recently. Dr Ghazy Al-Gos- 
saibi, minister of Industry and 
Electricity, the government of 
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Slip to 1700 hp 
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{ Textile Motors 
Single Phase Motors 
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0 Vertical Hollow Shaft 
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■ Vibrator Motors 
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p Flame-proof Motors 


You name it f NGEF has it. 
Big Motors. Small Motors. 
General Purpose Motors. 
Special Purpose Motors. 
Low Voltage Motors. High 
Voltage Motors. Squirraf 
Cage Motors. Slipring 
Motors.Yes, we could go 


Bxport Quality 
Over the years, thousands of 
NGEF motors have left 
our shores for technologically 
advanced countries in 
Europe end the rest of the 
world. Naturally, this 
wouldn't have been possible 
If our motors didn't stand up 
to recognised international 
Standards. IEC, BSS, VDE, 
DIN....you name It—our 
motors stand up to them all. 

Service now and forever 
You could call it a strength 
If you like. For, service we've 
been told. Is one of the 
secrets of our success. And 
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It's nice to know that our 
customers walk away 
assured of our services in 
planning, selection, 
installation, tasting, 
commissioning and 
evarything else that matters. 

NGEF 
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-unmatched in 
quality, range or 
service. 

NGEF LTD 
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Byeppanahalli, 
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Saudi Arabia signed on behalf 
of his country and Mr T. A.Pai, 
minister of Industry, on behalf 
of India. It was noted in the 
memorandum of understand¬ 
ing that a vast potential exist¬ 
ed for cooperation between 
the two countries. Both India 
and Saudi Arabia have agreed 
to take necessary steps for 
further strengthening of indus¬ 
trial cooperation. 

The proposed electrification 
project in Saudi Arabia in¬ 
volves the generation, trans¬ 
mission and distribution of 
power in that particular 
region. The project docu¬ 
ments were presented by Dr 
Gossaibi to Mr T.A. Pai for 
detailed examination. He 
desired the participation of 
Indian companies in the imple¬ 
mentation of this project. Mr 
Pai told Dr Gossaibi that the 
project was well within the 
manufacturing and engineer¬ 
ing competence of the Indian 
companies and agreed to the 
project being taken up and 
fully executed by Indian 
agencies. The project is being 
taken up by the Bharat Heavy 
Electricals Limited in coopera¬ 
tion with other Indian com¬ 
panies in the public and pri¬ 
vate sectors. It is expected 
that the fruitful results achiev¬ 
ed at this meeting will lead to 
further Indian participation in 
the industrial development of 
Saudi Arabia. 

IDA Replenishment 

Twenty-six countries at a 
meeting on March 14 and 15 
at Vienna, pledged about 
87,600 million for the 
fifth replenishment of the 
financial resources of the 
International Development 
Association (IDA) for the 
three years beginning July 
1, 1977. The United States 
pledged 12,400 million of 
this total, subject, to authori¬ 
sation and appropriation 


by the Congress. IDA, the 
concessionary loan window 
of the World Bank, provides 
help to the poore t countries 
in the world—those with per 
capita incomes below 8520 
In recent years, over 80 per 
cent of IDA loans have 
gone to countries with per 
capita incomes below $200 
These credits are extended 
for periods of 50 years, 
with ten-year grace periods 
and service charges of 0.75 
per cent. 

Bokaro Hot Rollad 
Coils for USA 

Bokaro steel has despatched 
1000 tonnes of hot rolled coils 
for its onward journey to the 
USA. An order to export 
15,650 tonnes to the USA was 
booked by Bokaro against a 
tough competition in the world 
market. Bokaro got the order 
because of the high quality 
of its products. This des¬ 
patch marks the beginning of 
the future export of hot rolled 
coils from Bokaro steel. It 
may be mentioned that already 
Bokaro has exported slabs, hot 
rolled plates and sheets to 
different countries. 

Aerospace Exports 

After record overseas sales of 
more than £904million for 1976, 
the British aerospace industry 
has reported a healthy start to 
1977 with deliveries to other 
countries in January worth 
over £76 million. Figures issued 
by the Society of British Aero¬ 
space Companies show that the 
United States’ last year’s 
biggest customer for aircraft, 
engines and parts, took the 
lead again in January with 
purchases worth £18.5 million 

In second place in the aircraft 
and parts sector was Ecuador, 
which took delivery of goods 
worth £4.28 million. Reports 
that this country has begun to 
tat s delivery of the Anglo- 
French Jaguar strike aircraft 


may acCotipt lbr this figure. In 
third place in this sector was 
France (£4.04 million). In the 
engjnet and parts sector, France 
was in second place to the US 
with purchases worth £6.11 
million followed by West 
Germany (£3.99 million) and 
Saudi Arabia (£1.72 million). 

N«w Gear System 

Industries can now switch 
over to speed reducing gear 
systems which combine the 
characteristics of worm gear 
reducers and helical gear speed 
reducers. The new systems 
which work on the principle of 
differential epicyclic gearing, 
are developed and manu¬ 
factured by Gyrox Gears 
Private Limited, Ahmedabad 
and marketed by Lnrsen & 
Toubro Limited. Gyrox geared 
motors and speed reducers arc 
more compact and streamlined 
and weigh less than conven¬ 
tional geared motors. Unlike 
in conventional gearing, where 
speed is reduced due to the 
ratio of the number of teeth 
on mating gears, in Gyrox 
systems the speed is reduced 
due to the difference in the 
number of teeth on two mating 
gears. Differentials between 
the number of teeth on the two 
pairs enables any speed reduc¬ 
tion ratio, ranging from 4:1 to 
2,000,000:1. Besides, many 
teeth of both mating gears 
meshing together and sharing 
the load results in lower 
bearing pressure on teeth. 

Synthetic Fibre 
Industry 

Mr K.K. Modi, President 
Assocation of Synthetic 
Fibre Industry, pointed out 
recently at the annual general 
meeting of the Association 
that in spite of adverse market 
conditions and rising costs, the 
industry has stepped up pro¬ 
duction of nylon and polyester 
filament yam (excluding tyre 
cprd) from 12,700 metric 


tonnes in 1974-75 to 46,400 
metric tonnes in 1975-76, a 
rise of about 30 per cent. 
During the current year as 
well the industry was work- 
ng on near cent per cent 
capacity and still higher pro¬ 
duction was expected during 
1976-77. The industry had to 
resort to intensive sales drive. 
As a result, the average month* 
ly delivery of nylon yarn dur¬ 
ing July-Novembcr 1976 period 
has been raised to nearly 1,350 
tonnes fi om 950 tonnes deli¬ 
vered during the January-June 
1975 period. However, the 
weavers could not consume 
larger quantities of yarn at 
fair prices. The result of the 
higher production and larger 
delivery of yarn was steep fall 
in the yarn prices and a loss to 
the manufacturer. 

Names in the News 

Mr K. Kuppusamy, the 
welder apprentice of Bharat 
Heavy Electricals Ltd (BHEL) 
Training Centre has won the 
President's Gold Medal this 
year. He has been adjudged 
the best apprentice in the 
seventeenth All India Skills 
Competition held at Kanpur 
in August 1976. Besides Presi¬ 
dent’s Gold Medal, he will be 
awarded a cash prize of 
Rs 5,000, a tool kit, and will 
be entitled on an all India in¬ 
dustrial tour, to acquaint him¬ 
self with the modern techniques 
and technology in welding. 

The awards have been 
instituted by the National 
Council for Training in Voca¬ 
tional Trades, New Dslhi, 
which conducts local, regional 
and national level competitions 
for apprentices under the 
Apprentices Act with the 
objective of fostering healthy 
competition among apprentices 
and institutions that train 
them. Under this scheme Mr 
Kuppusamy has won the 
President’s Gold Medal. 
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COMPANY 

AFFAIRS 


Ashok Leyland 

Ashok Leyland during the 
15-month period ended 
December 31, 1976. has report¬ 
ed re:ord production, sales and 
profits, it will be recalled 
that the change in the account¬ 
ing year has been made to 
conform to that of British Ley- 
land, the major shareholder and 
is now January-December. Con¬ 
sequently the working results 
are for 15 months ended Dece¬ 
mber 31,1976. Sales for 15 
months accounted for Rs 127 
crores out of which export 
earnings were Rs 1138 lakhs. 
As many as 11,031 vehicles 
were sold during this period of 
15 months out of which ex¬ 
ports accounted for 1141 
vehicles. 

Profit before depreciation 
and taxation amounted 
to Rs 1564 lakhs as com¬ 
pared to Rs 1011 lakhs last 
year. After stepping up the 
appropriations for depre¬ 
ciation by Rs 63 lakhs to 
Rs 168 lakhs and for. taxation 
by Rs 176 lakhs to Rs 744 lakhs, 
the profit after tax worked out 
to Rs 652 lakhs as for the 15- 
month period under review as 
against Rs 338 lakhs last year 
for 12 months. Investment 
allowance reserve absorbed 
Rs 86 lakhs as against Rs 23 
lakhs earmarked for develop¬ 
ment rebate reserve last 
year while the allotment to 
debenture redemption reserve 
was enhanced by Rs 4 lakhs to 
Rs 21 lakhs. 

The directors have recom¬ 
mended a dividend of 18 per 
cent subject to deduction of 
taxon the old equity shares 


and bonus shares recently 
issued, which appropriates an 
amount of about Rs 168 lakhs 
from the net profit, leavings 
balance of Rs 376 lakhs which 
has been transferred to gene¬ 
ral reserve. 

Ashok Leyland Ltd, thus had 
another successful year and 
this has been made possible by 
improved productivity, strin¬ 
gent cost control and all round 
application and hard work. 

Hindustan Aluminium 

Hindustan Aluminium Cor¬ 
poration has reported impres¬ 
sive improvements in its work¬ 
ing results for the year ended 
December 31, 1976. Produc¬ 
tion, turnover and profits all 
are significantly higher than in 
1975. What is more, the com¬ 
pany has returned to the divi¬ 
dend list and an equity divi¬ 
dend of 10 per cent has been 
recommended for 1976. 

The directors have visualised 
bright prospects for the com¬ 
pany. They say that the plant 
is at present working at its full 
rated capacity. A five-year 
agreement has been signed 
with the UP State Electricity 
Board for the supply of ade¬ 
quate power for the current 
installed capacity of 95,000 
tonnes per annum. The com¬ 
pany's Renusagar power sta¬ 
tion has been operating at full 
capacity. There is a remark¬ 
able change in labour coope¬ 
ration and discipline for im¬ 
proving the efficiency of the 
plant The company therefore 
hopes that the progress will 
not only be maintained in the 
currant year but further all¬ 


round improvement will be 
effected. 

Gross sales recorded a 
phenomenal increase from 
Rs 71.01 crores to Rs 111.37 
crores while gross profit jump¬ 
ed to Rs 9.63 crores from 
Rs 3.22 crores in 1975. The 
arrears of preference dividends 
fbr the years 1974 to 1976 
have been cleared. The pro¬ 
posed equity dividend will 
absorb Rs 100.40 lakhs. 

Primary metal production 
outstripped the 1975 perform¬ 
ance by 21,388 tonnes and 
stood at 83,815 tonnes. The 
installed capacity will be raised 
to over 100,000 tonnes by the 
end of this year with the comp¬ 
letion of the remaining half of 
the fourth potline in the reduc¬ 
tion plant. 

Exports during 1976 amount¬ 
ed to Rs 6 crores. The tempo 
of exports is expected to be 
maintained with increased 
production. 

. New Projects 

Meanwhile Hindustan Alu¬ 
minium Corporation, Bihar 
State Industrial Development 
Corporation (BSIDC), Gwalior 
Rayon Silk (Wvg) Co Ltd 
and Pilani Investment Corpo¬ 
ration have entered into a 
collaboration for promoting 
a new company for the imple¬ 
mentation of a joint venture 
project for the setting up of 
plant for the manufacture of 
caustic soda and chlorine having 
a rated capacity of 32,000 ton¬ 
nes and 28,480 tonnes per an¬ 
num, respectively. The new 
company styled Bihar Caustic 
and Chemicals Ltd (BCCL) has 
already been registered in the 
state of Bihar. The BSIDC 
_ will subscribe to 26 per cent of 
die total paid-up capital of 
BCCL. Whereas Hindustan 
Aluminium, Gwalior Rayon 
and Pilani Investment Corpo¬ 
ration will respectively subs- 
scribe for 10 per cent, 10 per 


568 


cent and five per cent of the 
paid-up equity capital of 
BCCL. The balance of 49 
per cent will be offered to the 
public for subscription at an 
appropriate time. 

Atlas Copco 

Atlas Copco (India) Ltd has 
maintained the equity dividend 
at 16 percent for 1976.Sales 
during the year receded to 
Rs 9.91 crores from Rs 10.31 
crores while gross profit declin¬ 
ed to Rs 1.64 crores from Rs 1.98 
crores in 1975. Out of the 
gross profit, a sum ofRs 10.44 
lakhs was set aside to depre¬ 
ciation reserve, Rs 49,000 for 
investment allowance reserve 
and rupees one crore for taxa¬ 
tion, leaving a lower net profit 
of Rs 53.19 lakhs, as compared 
to Rs 54.17 lakhs in the pre¬ 
vious year. In 1975 the alloca¬ 
tions to depreciation amounted 
to Rs 12.29 lakhs, Rs 1.31 crores 
for taxation and Rs 35,000 for 
development rebate reserve. 

Out of the net profit, Rs 4.03 
lakhs was appropriated to 
special reserve, Rs 36.31 lakhs 
to general reserve while the 
balance of Rs 12.85 lakhs was 
transferred to the proposed 
dividend account. 

Molins of India 

Despite lower sales and pro¬ 
fits the directors of Molins of 
India Ltd. have maintained the * 
equity dividend at 10 per cent 
for the year ended December 
31, 1976. Sales dropped from 
Rs 246.69 lakhs to Rs 224.83 
lakhs but income from other 
sources went up steeply from 
Rs 6.11 lakhs to Rs 2L44 
lakhs. The profit before taxa¬ 
tion declined to Rs 44.38 
lakhs from Rs 51.81 lakhs in 
the previous year. After pro¬ 
viding for taxation and making 
other adjustments the net sur¬ 
plus amounted to Rs 21.07 
lakhs as compared to Rs 22.88 
lakhs ip 1975. A sum of 
Rs 10,200 was earmarked fbr 
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investment allowance' reserve 
as against no provision in 1975 
while dividends will absorb 
Rs 10 lakhs, the same as 
in the preceding year. The 
balance of Rs 10.97 lakhs has 
been transferred to general 
reserve as against Rs 12.88 
lakhs in 1975. 


amounted to Rs 13.80 crores. 
The bank had also financed 
under its small business 
scheme the small traders, retail 
shop keepers, transport opera* 
tors etc., to the extent of 
Rs 2.23 crores at the end of 
December 1976. 

During the year, the bank 


has opened 25 branches and 
seven extension counters car¬ 
rying the total number of 
offices to 303. About 64.68 
per cent of the bank’s offices 
are situated in rural and semi- 
urhan areas. 

The bank also sponsored 
Cauvery Grameen Bank dur¬ 


ing the year. The regional 
rural bank, which was inaugu¬ 
rated on October 2, 1976, has 
already opened five branches 
in Mysore district. 

The net profit for 1976 was 
Rs 18.91 lakhs as against 
Rs 16.98 lakhs recorded during 
the previous year. A dividend 


State Bank of Mysore 

State Bank of Mysore has 
reported spectacular improve¬ 
ment in its working results 
during the year ended Decem¬ 
ber 31, 1976. Deposits of the 
bank jumped to Rs 150.33 
crores from Rs 114.75 crores 
in 1975, recording an all 
time high increase of 31.01 
per cent. 

Advances too recorded a 
maiked rise to Rs 96.10 crores 
from Rs 86.62 crores in the pre¬ 
ceding year. The emphasis of 
the bank's lending has been to 
assist the small and weaker 
sections of the society. Priority 
sector advances increased from 
Rs 33.21 crores as at the end 
of December 1975 to Rs. 40.53 
crores as at the end of 
December 1976. The per¬ 
centage of priority sector ad¬ 
vances compared to the total 
advances rose from 38.79 per 
cent 42.17 per cent, far exceed¬ 
ing the national expectation of 
33.33 per cent to be achieved 
by March 1979. 

The bank continues to play 
an active role in extending 
assistance to agriculture. The 
bank’s lendings to this sector 
rose from Rs 16.58 crores as 
at the end of December 1975 
to Rs 21.38 crores as at the end 
of 1976, constituting 22.25 per 
cent of bank’s total advances 
as against the all-India average 
of 10 per cent to this sector. 

In regard to financing of 
small scale industries, the 
number of units financed by 
the bank rose from 2534 to 
5830, and the total assistance 
extended at the end of 1976 



WOULD YOU WILLINGLY PERMIT A BURGLAR 
TO STEAL YOUR PERSONAL BELONGINGS....? 


The Indian Railways are YOUR property... replace¬ 
ments for pilfered railway fittings cost ten times more 
than the thief can sell them for... the value of stolen 
fittings on the Northern Railway run into lakhs of 
rupees... lakhs of rupees out of your pocket because 
the cost of running YOUR railways is increased by 
that amount. 

Only YOU, the travelling public, can prevent it when 
you see it happening. 


northern railway 



4 


SASISKM KXMKnosr 


LURCH 25,1977 


569 



of 11 per cent has been de¬ 
clared as against 10 per cent 
paid in the past several years. 

Silver Jubilee of 
Atul Products 

The Atul Products Limited 
completed 25 years of ser¬ 
vice to the nation. On March 
17, 1952 when Pandit Jawahar- 
lal Nehru inaugurated the 
company's first manufacturing 
plant, AtuPs product range 
consisted of simple basic dyes 
and chemicals. 

Today, Atul has grown to be 
a giant chemical complex 
manufacturing a very wide 
range of dyes, dye intermediat¬ 
es, basic chemicals and pherma- 
ceutical intermediates. 

Over the years several 
sophisticated products have 
been introduced with the 
technical expertise of three 
world renowned collaborators 
viz. American Cyanamid Co, 
USA, Imperial Chemical 
Industries Ltd, UK and CIBA 
Geigy Ltd, Switzerland. Today, 
the four companies which form 
the Atul complex have an 
annual production potential 
of about 30,000 tons of chemi¬ 
cals and a turnover of about 
Rs 110 crores. 

Export Target 

From a capital base of one 
crorc rupees in 1947, AtuPs 
own 1975 balance sheet shows 
a paid-up capital of Rs 4.92 
crores. Reserves stand at 
Rs 7.12 crores and the gross 
block at Rs 23.04 crores. The 
company has also made 
award winning progress on 
the export front and is aiming 
at a 4 crore rupee export tar¬ 
get in 1977. 

Atul is a flourishing town¬ 
ship in Valsad district. Thou¬ 
sand acres of barren land have 
been converted into a sophis¬ 
ticated complex providing 
employment to some 5,300 
people including over 30 per 
cent from schedule caste and 


schedule tribes. Living ameni¬ 
ties as well as ^social and cul¬ 
tural facilities are provided in 
a very organised programme. 
In this way, the pace of AtuPs 
expansion has always been con¬ 
tinuously integrated with the 
needs of the country in terms 
of self-sufficiency, exports, 
import substitution, as well as 
generating of more and more 
employment, capital formation, 
career development and emp¬ 
loyee welfare. 

News and Notes 

The Monopolies and Rest¬ 
rictive Trade Practices Com¬ 
mission has initiated two suo 
rnoto enquiries in respect of 
M/s Chloride India Ltd of 
Calcutta and M/s Lueas 
Indian Services Pvt Ltd of 
Madras, and M/s AMCO 
Batteries Ltd of Bangalore and 
M/s George Oakes Ltd of 
Madras. 

The respondents are manu¬ 
facturing and distributing 
automotive storage batteries 
under different brands. The 
main allegation in the notices 
issued relates to the terms and 
conditions of sales arrange¬ 
ments entered by the manufac¬ 
turers with their distributors. 
The said arrangements are 
stated to be on certain terms 
and conditions which appear to 
be restrictive in nature. For 
instance, in respect of Chloride 
India and Lucas Ltd the said 
trade practices relate to pro¬ 
vision of extra discount to 
cover distribution expenses in 
marketing, limiting the quanti¬ 
ties of batteries supplied to the 
quantities sold in the replace¬ 
ment market and preventing 
the distributors from approach¬ 
ing other battery manufactur¬ 
ers to make batteries under 
their respective brand names. 

The notice issued to AMCO 
Batteries Ltd of Bangalore and 
George Oakes Ltd of Madras 
refers to the agreement enter¬ 
ed by the former with the 


NOTICE 

It is hereby notified for the information of the public that 
M/s. Sundaram Industries Limited, proposes to give to the Cent¬ 
ral Government in the Department of Company Affairs, New 
Delhi, a notice under sub-section (l) of Section 21 of the Mono¬ 
polies & Restrictive Trade Practices Act, 1969, for substantial 
expansion of its activities. Brief particulars of the proposals are 
as under : 

(i) Name(s) of person(s)/ 
body corporate owning 
the undertaking. 


(ii) CapitaJ structure of 
the applicant under¬ 
taking. 


(iii) Details of the proposed 
substantial expansion : 

(a) Name of new goods 
to be produced, | 
supplied, controlled V 
or distributed or of j 
new services to be J 
rendered 

(b) Jn case of substan¬ 
tial expansion of 
existing activities: 

(i) Name of goods: 

(ii) Capacity before expan¬ 
sion : 

(iii) Expansion proposed : 


(iv) Location of the Project 
for substantial expan¬ 
sion : 

(v) Brief outline of the cost 
of the Project, the 
scheme and source of 
finance 


SUNDARAM INDUSTRIES 
LIMITED 

7-B, West Veli Street 
MADURAI-625 001. 

Authorised Capital: 

5,00,000 Equity Shares of 
Rs. 100/- each—Rs. 5,00,00,000/- 
Issued, Subscribed and Paid up 
Capital: 2,52,000 Equity Shares of 
Rs. 100/- each—Rs. 2,52,00,000/- 


Not applicable 


Mechanical Rubber Goods inclu¬ 
ding Oil Seals. 

480 Metric Tonnes per annum. 
From the present production of 
1,50,000 Oil Seals which is in¬ 
cluded in our existing capacity 
of 480 Metric Tonnes per annum 
of Mechanical Rubber Goods, 
the production of Oil Seals of 
various types for automotive and 
non-automolive applications will 
be increased to 20,00,000 Nos. 
Kochadai 

l Madurai-625 016 
I Madurai District 
J Tamil Nadu State 

Estimated capital expenditure of 
Rs. 12.75 lakhs to be financed by 
internally generated funds. 


2. Any person interested in the matter may make a representa¬ 
tion to the Secretary, Department of Company Affairs, Govern¬ 
ment of India, Shastri Bhavan, New Delhi within 14 days from 
the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein. 

V.V. VARADARAJAN 
SECRETARY 

SUNDARAM INDUSTRIES LIMITED 
(Name and designation of the Principal 
Officer of the Undertaking issuing the 
Notice) 

,Registered Office : 

7-B, West Veli Street, 

MADURAI-625 001. 

Date : 18-3-77 __ 
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latter. The said agreement con* 
tains differential discounts, 
restriction on terms and condi¬ 
tions of re-sale and certain 
restrictions on terms of 
guarantee. These terms and 
conditions appear to be preve¬ 
nting competition between the 
respondents and other manu¬ 
facturers of automotive storage 
batteries, etc. 

The commission has, there¬ 
fore, ordered suo moto enquiries 
in respect of the respondents 
above-mentioned regarding the 
trade practices alleged to be 
adopted by them in respect of 
the production, sale and supply 
of automotive storage batte¬ 
ries. The proceedings have 
been started to ascertain 
whether the respondents are 
indulging in the said trade 
practices and whether they are 
restrictive in nature causing 
detriment to public interest. 

New Issues 

A new undertaking for the 
manufacture of rectified spirit 
will be set up near Gazipur, 
UP, by PVK Distillery. The 
company holds an industrial 
licence for manufacturing 
11,000 kilolitres of rectified 
spirit per annum. Molasses 
are available in abundance near 
the factory site. The project 
cost is estimated at Rs 88 
lakhs which will be financed 
r by share capital of Rs 35 lakhs 
and loans of Rs 53 lakhs. The 
UP State Financial Corpora¬ 
tion has agreed to grant loans of 
Rs 50 lakhs to the company. Of 
the share capital of Rs 35 lakhs, 
the promoters have taken up 
shares worth Rs 14 lakhs while 
the public issue of Rs 21 lakhs, 
consisting of 1,80,000 equity 
shares of Rs 10 each and 
3,000 (11 per cent) redeemable 
cumulative preference shares 
of Rs 100 each, will be made 
shortly^ 

The Himachal Wool pro¬ 
cessors limited promoted by 


the Himachal Pradesh Mineral 
and Industrial Development 
Corporation Limited (a wholly 
owned corporation of the 
government of Himachal Pra¬ 
desh) is installing 2,800 woollen 
spindles at its factory at Nala- 
garh, located in the industrially 
backward district of Solan. 
The cost of the project has been 
estimated at Rs 245 lakhs. 

The Himachal Pradesh Mine¬ 
ral and Industrial Development 
Corporation Limited has al¬ 
ready contributed Rs 49 lakhs 
towards the equity share capital 
of the company. The company 
now proposes to go in for a 
public issue of Rs 46 lakhs. 
The entire public issue is fully 
under written. 

The construction of the buil¬ 
ding has been completed. Al¬ 
ready 1,000 spindles, as envi¬ 
saged in the first phase, are in 
operation. From the date of 
commercial production i.e., 
April 1, 1976 the company has 
produced 105 MT of wollcn 
yarn (both scovered and uns- 
covercd) valued at about 
Rs 28.30 lakhs up to November 
30, 1976. Further, the parent 
company, the Himanchal 
Pradesh Minerals and Indus¬ 
trial Development Corpora¬ 
tion Limited, is purchasing 
carpet yarn for their carpet 
manufacturing units. 

As per the accounts of the 
company up to November 30, 
1976, thee ompany has effected 
sale of wollen yarn of Rs 7.59 
lakhs and the stocks of finished 
and semi-finished yarn lying 
with the company stand at 
Rs 22.77 lakhs. The net loss 
after accounting for deprecia¬ 
tion and interest as on Novem¬ 
ber 30, 1976 is Rs 5.70 lakhs. 

There is a good demand for 
wollen yarn from the carpet 
weaving units located in the 
state of Himachal Pradesh and 
in the neighbouring states of 
Uttar Pradesh, Jammu and 


Kashmir, etc. The company, 
therefore, expects that its pro¬ 
ducts will be greatly absorbed 
in the domestic market. 

To raise part of the resour¬ 
ces required for the implemen¬ 
tation of the project, the com¬ 
pany proposes to issue 4,60,000 
equity shares of R$ 10 each for 
cash at par to the public. The 
subscription list opened on 
March 10,1977 and was closed 
on March 21, 1977. 

Capital and Bonus 
Issues 

Consent has been granted to 
the following companies to 
raise capital : 

The Ganges Rope Company 
Limited, Calcutta, has been 
accorded consent, valid for six 
months, to capitalise Rs 700,000 
out of its general reserve and 
issue fully paid equity shares 
of Rs 100 each as bonus shares 
in the ratio of one bonus share 
for two equity shares held. 

Hindustan Milkfood Manufac¬ 
turers Limited, Nabha (Punjab) 


a public limited company 
registered in the state of Pun¬ 
jab and having a paid up 
equity capital of Rs 7.088,650 
has been granted consent, valid 
for a period of three months, 
to issue 236,289 equity shares 
of Rs 10 each, for cash at a 
premium of Rs 20 per share. 

F.C. Sondhi and Co (India) 
Pvt Ltd, Jullundur, has been 
accorded consent, valid for six 
months, to capitalise Rs 142,500 
out of its general reserve and 
issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of one bonus share 
for each equity share held. 

The Morarjee Goculdas 
Spinning and Weaving Co Limi¬ 
ted, Bombay, has been accor¬ 
ded consent, valid for six 
months, to capitalise Rs 
9,343,700 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonus share for every two 
fully paid equity shares held. 


Dividend 

(per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 





Anil Starch 

Dec. 

31, 1976 

15.0 

12.0 

Woolcombers 

Dec. 

31, 1976 

12.0* 

S.O 

State Bank of Mysore 

Dec. 

31, 1976 

11.0 

10.0 

Roopacherra Tea Co. 

March 

31, 1976 

10.0 

Nill 

ICICI 

Dec. 

31, 1976 

12.0 

11.0 

Trichy Steel Rolling Mill 

Sept. 

30, 1976 

5.0 

Nill 

Triveni Engineering 

Oct. 

31, 1976 

15.0 

12.0 

Same Dividend 





Atlas Copco (India) 

Dec. 

31, 1976 

16.0 

16.0 

Andhra Sugar 

Sept. 

30, 1976 

12.0 

12.0 

Ballarpur Industries 

June 

30, 1976 

14.0 

14.0 

Amrit Banaspati 

March 

31, 1976 

Nill 

Nill 

Premier Automobiles 

June 

30, 1976 

Nil! 

Nill 


•In addition to two-for bonus issue. 
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Wholesale prices 


The official wholesale prices 
index .of “All-Commodities” 
(base 1970-71«100) stood at 

182.4 during the we^k-ended 
March 5,1977 as against 182.9 
for the immediately preceding 
week. Compared with the 
previous week, the index for 
the week under review showed 
a fall of 0.3 percent. Group- 
wise analysis of price move¬ 
ment is shown below. 

Primary Articles 

Among primary articles, the 
index for “Food Articles” 
stood at 162.8 during the 
week under review as against 

162.5 for the previous we:k, 
showing a rise of 0.2 per cent. 
The increase in the index was 
due to a rise in prices of jowar, 
ragi, fruits and vegetables, fish 
and spices and condiments 
(+2 per cent each) mai;ce and 
arhar (+1 per cent each). 
However, prices ofbajra (—5 
per cent), moong and eggs 
(—2 per cent each) and rice, 
barley, milk, ghee and meat 
(—1 per cent each) showed a 
fall. 

Lower prices of kardi seed 
(—7 per cent), copra (—6 per 
cent), lac (—5 per cent), raw 
cotton (—4 per cent), ground¬ 
nut ft raw tobacco (—3 per 
cent each), rape ft mustard seed 
and castor seed (—2 per cent 
each) and raw jute, linseed, 
raw hides & raw skins (—1 per 
cent each) brought down the 
group index for “Non-Fcod 
Articles” (which includes 
industrial raw materials) by 
2.4 per cent to 182.2 as against 
193.9 for the earlier week. 
However, prices of cottonseed 


(-(-2 per cent) ft raw slik (+1 
per cent) increased. 

The index for “Minerals’* 
remained unchanged at its 
previous week's level of 441.3. 
Compared with the corres¬ 
ponding week of the last year, 
it showed a decline of 1.6 per 
cent. 

Fuel, Power, Light & Lubricants 

The index for the major 
group “Fuel, Power, L»ght & 
Lubircants” stood at 232.0 as 
against 232.1 for the previous 
week. 

Manufactured Products 

Among manufactured pro¬ 
ducts, the index for the group 
“Food Products” regis ered a 
fall of 0.4 per cent to 193.3 as 
compared to 194.0 for the last 
week due to a decline in prices 
of cocount oil, mahua oil (—5 
per cent each), solvent extrac¬ 
ted groundnut oil (—4 per 
cent), kardi oil, cottonseed oil 
(—3 per cent each) and gingel- 
ly oil (—1 per cent). However, 
prices of khandsari, rice bran 
oil (+2 per cent each) and oil¬ 
cakes (+1 per cent) increased. 

The index for “Beverages, 
Tobacco Sc Tobacco Pro¬ 
ducts” group stood stationary 
at the last week’s level of 166.1. 
At th ; s level, the greup index 
recorded a fall of 1.1 per cent 
when compared with the 
corresponding week of the last 
year. 

Textiles 

The index for “Textiles” 
rose by 0.2 percent to 162.8 
over last week’s index of 162.4 


RECORDS 

AND 

STATISTICS 


owing to an increase in prices 
of handloom Sc powerloom 
(+2 per cent) cotton yarn and 
silk Sc art silk fabrics (+1 per 
cent each). However, prices of 
jute manufactures and art silk 
& artificial yarn (—1 per cent 
each) witnessed a fall. 

The index for “Paper St 
Paper Products” declined by 
0.2 per cent to 182.2 as against 

182.5 for the earlier week due 
to a fall in prices of board 
(-—1 percent). 

The index for “Leather Sc 
Leather Products” group re¬ 


mained stagnant at its earlier 
week’s level of 224.2 

Rubber Sc Rubber Products 

The index for “Rubber ft 
Rubber Products” group 
remained unchanged at its 
earlier week’s level of 156.9. 

The index for the “Chemicals 
ft Chemical Products” group 
receded by 0.2 per cent to 
171.4 when compared with 
171.8 for the previous week 
due to a fall in prices of 
linseed oil (—4 per cent). 
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However, prices of essential 
oils (+1 per cent) increased. 

The index for “Non-Metallic 
Mineral Products” stood at 
189.9 as against 189.8 for the 
earlier week. 

The index for “Basic Metals, 


Alloys ft Metal Products” 
stood at 191.0 as against 190.9 
for the earlier week. 

Machinery ft Transport 
Equipment 

The index for “Machinery 


ft Transport Equipment” 
group declined by 0.1 per cent 
to 169.1 as against 169.2 for 
the earlier week due to a fall 
in prices of boilers (—2 per 
cent) and rims (—1 per cent). 
At this level, the index was 


lower by 2.0 per cent when 
compared to that of a year 
ago. 

The index for the “Misel- 
laneous Products” stood 
stationary at its previous 
week’s level of 168.3. 


Index Numbers of Wholesale Prices by Major Groups, Groups ft Sub-Groups 


Major groups, groups 
ft sub-groups 


Weights in relation to 
all-commodities 


5.3.77 26.2.77 5.2.77 


(Provisional) 


(Base: 1970-71=100 
8-1-77 6-3-76 


(Final) 


AD Commodities 

I Primary Articles 

A. Food Articles 

Foodgrains 

Cereals 

Pulses 

Fruits & vegetables 
Milk & milk products 
Eggs, fish ft meat 
Condiments ft spices 
Other food articles 

B. Non-food Articles 

Fibres 

Oilseeds 

Other non-food articles 

C. Minerals 

Metallic minerals 
Other minerals 

Petroleum crude ft natural gas 

II Fuel, Power, Light ft Lubricants 

Coal mining 
Mineral oils 
Electricity 

III Manufactured Products 
A. Food Products 

Dairy products 

Canned & preserved fruits ft vegetables 

Canned ft preserved fish ft sea food 

Grain-mill products 

Bakery products 

Sugar, khandsari ft gur 

Sugar, confectionary, cocoa ft chocolate 

Miscellaneous food products 

Edible oils 

Oilcakes 

Other Miscellaneous food products 


(1000.00) 

182.4 

182.9 

416.67 

177.9 

178.9 

297.99 

162.8 

162.5 

129.22 

163.1 

163.7 

107.43 

160.6 

161.3 

21.79 

175.5 

175.5 

61.32 

146.2 

143.1 

61.50 

150.4 

151.5 

18.97 

178.4 

179.2 

10.94 

170.0 

167.0 

16.04 

248.3 

247.0 

106.21 

189.2 

193.9 

31.73 

196.3 

203.3 

42.01 

189.7 

194.5 

32.47 

181.6 

183.7 

12.47 

441.3 

441.3 

2.29 

172.8 

172.8 

4.16 

181.3 

181.3 

6.02 

723.6 

723.6 

84.59 

232.0 

232.1 

11.47 

197.1 

197.7 

49.12 

267.6 

267.6 

24.00 

175.8 

175.8 

498.74 

177.8 

178.0 

133.22 

193.3 

194.0 

3.00 

180.9 

180.9 

0.39 

155.5 

155.5 

0.36 

229.2 

229.2 

4.64 

159.8 

159.8 

1.05 

159.8 

159.8 

72.41 

197.7 

198.2 

0.53 

160.2 

160.2 

49.1 

192.8 

193.7 

37.16 

184.1 

186.0 

9.05 

237.4 

234.8 

2.95 

164.7 

164.7 
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179.8 

178.6 

162.9 

173.5 

172.2 

150.6 

197.1 

155.5 

144.8 

160.0 

160.4 

145.8 

158.2 

159.0 

144.5 

168.8 

167.5 

152.1 

136.6 

135.8 

122.9 

151.0 

149.0 

154.2 

187.1 

182.2 

168.4 

153.5 

156.0 

137.0 

203.2 

184.2 

162.1 

187.7 

187.5 

131.7 

194.1 

199.1 

145.2 

185.7 

182.5 

97.0 

184.0 

182.5 

163.4 

443.1 

441.3 

448.5 

172.8 

172.8 

172.8 

181.3 

181.3 

191.0 

727.4 

723.6 

731.9 

232.1 

232.1 

228.9 

197.7 

197.7 

197.7 

267.6 

267.6 

267.1 

175.8 

175.8 

165.7 

176.3 

174.9 

162.0 

187.2 

183.1 

147.9 

180.9 

180.9 

181.4 

155.5 

155.5 

155.5 

229.2 

229.2 

191.0 

159.8 

161.5 

170.4 

159.8 

159.8 

162.4 

190.3 

187.4 

172.2 

160.2 

160.2 

160.3 

186.8 

180.1 

106.2 

176.3 

171.9 

100.8 

237.4 

218.7 

114.7 

164.7 

164.2 

148.6 



—Contd. 
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B. Beverages, Tobacco & Tobacco Products 27.08 

Wine industries 6.77 

Soft drinks 0.82 

Tobacco manufactured 19.49 

C. Textiles 110.26 

Cotton textiles 81.02 

Woollen yarn & textiles 2.44 

Silk, art silk & synthetic fibre textiles 12.83 

lute, hemp & tnesta textiles 12.14 

Textiles products n.e.s. 1.83 

D. Paper & Paper Products 0.51 

E. Leather & Leather Products 3.85 

Tanned and cured finished leather 2.95 

Footwear & other leather products 0.90 

F. Rubber & Rubber Products 12.07 

Tyres & tubes 9.84 

Other rubber products 2.23 

G. Chemicals & Chemical Products 55.40 

Basic industrial chemicals 7.26 

Fertilisers 12.52 

Pesticides 1.16 

Paints & varnishes 1.92 

Drugs & medicines 9.03 

Cosmetics, soap & detergent 5.06 

In-edible oils 1.54 

Synthetic resins, resins & plastic materials 0.30 

Dyestuffs & other ehemicals n.e.s. 7.09 

H. Non-metallic Mineral Products 14.15 

Structural clay products 1.82 

Glass & glass products 1.98 

Earthemware & earthern pottery 0.96 

Cement lime & plaster 7.07 

Miscellaneous non-metallic mineral products 2.32 

I. Basic Metals, Alloys & Metals Products 59.74 

(Basic metals & alloys) (46.5) 

Iron & steel and ferro alloys 34.73 

Non-ferrous metals & their alloys 11.78 

Metal products 13.23 

J. Machinery & Transport Equipment 67.18 

Machinery & machine tools 50.45 

Non-electrical machinery 30.91 

Electrical machinery 19.54 

Transport equipment 16.73 

Motor vehicles & parts 13.73 

Motor cycles, scooters, bicycles & parts 3.00 

K. Miscellaneous Products 7.20 

Wood & wood products 1.74 

Other manufacturing industries n.e.s. 5.46 


166.1 

166.1 

166.0 

166.0 

168.0 

132.2 

132.2 

132.2 

132.2 

131.0 

224.9 

224.9 

224.9 

224.9 

173.8 

175.4 

175.4 

175.3 

175.3 

180.6 

162.8 

162.4 

161.7 

160.8 

144.9 

166.2 

165.2 

164.3 

164.5 

143.0 

210.6 

210.6 

211.2 

211.2 

197.7 

155.6 

156.9 

155.4 

154.6 

154.1 

133.8 

135.5 

135.9 

127.7 

132.2 

192.5 

192.5 

192.5 

192.5 

182.3 

182.2 

182.5 

183.0 

179.3 

181.5 

224.2 

224.2 

228.3 

232.5 

219.0 

230.6 

230.6 

236.0 

241.4 

221.9 

203.1 

203.1 

203.1 

203.1 

209.6 

156.9 

156.9 

156.9 

156.9 

157.9 

154.7 

154.7 

154.7 

154.7 

156.1 

166.3 

166.3 

166.3 

166.3 

165.9 

171.4 

171.8 

173.4 

173.0 

173.0 

189.2 

189.2 

189.0 

189.2 

195.0 

178.6 

178.6 

185.8 

185.8 

207.2 

232.7 

232.7 

232.7 

232.7 

232.0 

207.4 

207.4 

207.2 

207.2 

195.9 

134.7 

134.7 

134.7 

134.7 

121.6 

169.8 

169.7 

169.9 

168.1 

167.3 

187.2 

194.1 

193.6 

186.8 

100.8 

164.4 

165.6 

165.5 

165.6 

167.8 

178.0 

178.0 

178.0 

178.0 

171.8 

189.9 

189.8 

190.2 

189.8 

189.7 

209.8 

209.8 

209.8 

209.8 

203.2 

190.6 

189.8 

189.6 

190.1 

214.5 

253.3 

253.3 

253.3 

253.3 

253.3 

173.8 

173.8 

173.8 

173.8 

171.7 

196.3 

196.3 

199.1 

19(j.3 

186.4 

191.0 

190.9 

190.9 

190.6 

187.4 

192.8 

192.8 

192.8 

192.8 

190.4 

187.0 

187.0 

187.0 

187.0 

185.7 

210.0 

210.0 

209.9 

210.1 

205.2 

184.5 

184.3 

184.2 

182.8 

177.0 

169.1 

169.2 

170.1 

170.2 

172.5 

169.6 

169.7 

170.8 

170.9 

173.0 

173.8 

174.0 

176.0 

176.0 

176.5 

162.9 

162.9 

162.7 

162.9 

166.3 

167.8 

167.8 

167.8 

167.9 

171.0 

173.1 

173.1 

173.2 

173.2 

176.9 

143.2 

143.2 

142.9 

143.4 

144.1 

'168.3 

168.3 

168.3 

167.0 

166.6 

160.8 

160.8 

160.8 

160.2 

160.1 

170.7 

170.7 

170.7 

169.0 

168.7 
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Reserve Reek of India (fts crores) 


Week ended 

1976 


1977 


Variations over 



Feb. 20 

Feb. 11 

Feb. 18 

Week 

Month 

Year 

Notes in Circulation 

6,449 

7,580 

7,558 

—22 

142 

1,109 

Notes issued 

6,479 

7,592 

7,602 

10 

142 

1,123 

Notes held in Banking Department 

30 

12 

44 

32 

— 

14 

Deposits 

Central & state governments 

74 

66 

114 

48 

40 

40 

Scheduled commercial banks 

536 

835 

891 

56 

20 

355 

Scheduled state cooperative banks 

17 

26 

27 

1 

1 

10 

Other banks 

2 

3 

3 

— 

— 

1 

Others 

1,503 

1,981 

1,995 

14 

50 

492 

Other liabilities 

2,107 

2,148 

2,184 

36 

49 

77 

Total liabilities/assets 

10,689 

12,640 

12,773 

133 

304 

2,084 

Foreign exchange assets 1 

1,024 

2,469 

2,547 

78 

177 

1,523 

Gold coin and bullion 

183 

188 

188 

— 

— 

5 

Rupee securities 8 

6,612 

6,450 

6,485 

35 

106 

-127 

Loans and Advances 

Central & state governments 

177 

158 

165 

7 

5 

—12 

Scheduled commercial banks 

646 

932 

923 

—9 

—21 

277 

State cooperative banks 

505 

482 

480 

—2 

13 

—25 

Others 

470 

630 

641 

11 

19 

I7J 

Bills Purchased and Discounted 

Commercial 

180 

169 

168 

—1 

— 

—12 

Treasury 

327 

217 

231 

14 

33 

—96 

Investments' 

29 

39 

41 

2 

5 

12 

Other assets 

537 

907 

903 

—4 

—34 

366 


1. Foreign securities plus Balances held abroad. 2. Government of India rupee securities including ad-hoc treasury bills. 


3. Excluding investments in rupee securities. 

Scheduled Banks—Business in Indin 

Source : 

Reserve Bank of India. 

Week ended 

All Scheduled Banks 


Scheduled Commercial Banks 

1976 


1977 

1976 

1976 

Feb. 20 

Feb. 11 

Feb. 18 

Feb. 20 

Feb. 11 

Feb. 18 

Aggregate deposits 

14,329. 

17,821 

17,911 

13,857 

17.U0 

17,280 

Demand 

5,736 

6,787 

6,869 

5,644 

6,645 

6,727 

Time 

8,594 

11,034 

11,043 

8,212 

10,545 

10,552 

Borrowings from Reserve Bank 

1,14 

1,407 

1,400 

646 

932 

923 

Cash and balances with Reserve Bank 

850 

1,209 

1,266 

831 

1,180 

1,237 

Cash 

297 

347 

347 

295 

345 

345 

Balances 

553 

862 

918 

536 

835 

891 

Investments 

4,656 

5,668 

5,679 

4,504 

5,481 

5,493 

Government securities 

3,263 

3,998 

4,008 

3,176 

3,891 

3,901 

Other approved securities 

1,393 

1,669 

1,671 

1,329 

1,590 

1,592 

Bank credit 

11,399 

14,103 

14,121 

10,400 

13,068 

13,087 

Loans, cash-credits and overdrafts 

9,348 

12,368 

12,406 

8,350 

11,333 

11,372 

Inland bills—purchased 

701 

607 

595 

701 

607 

595 

discounted 

895 

553 

552 

895 

553 

552 

Foreign bills—purchased 

285 

347 

346 

285 

347 

346 

discounted 

170 

229 

222 

170 

229 

222 

Cash-Deposit Ratio 

5.93 

6.78 

7.07 

6.00 

6.86 

7.16 

Investment-Deposit Ratio 

32.49 

31.80 

31.71 

32.50 

31.88 

31.79 

Credit-Deposit Ratio 

79.55 

79.14 

78.84 

75.05 

76.02 

75.73 
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Source : 

Reserve Bank of India. 
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{Warner fcrlce index Numbers {or industrial Workers 


(Base 1960=* 100) 


1965- 1 

Centre 66 

1969- 1970- 1 
70 71 

1971- 

72 

1972- 

73 

1973- 

74 

1974- 

75 

1975- 
76 • 




1976 




1977 

Jan. 

June 

July 

Aug. 

Sept 

Oct. 

Nov. 

Dec. 

All-India 

_ 

177 

186 

192 

207 

250 

317 

313 

291 

297 

298 

302 

304 

306 

306 

307 

Ahmedabad 

130 

169 

176 

181 

198 

245 

305 

293 

269 

276 

279 

283 

281 

280 

284 

286 

Alwaye 

145 

197 

198 

202 

215 

267 

346 

358 

321 

326 

318 

322 

322 

328 

330 

320 

Asansbl 

140 

178 

189 

194 

206 

245 

316 

317 

307 

314 

319 

319 

321 

323 

321 

322 

Bangalore 

144 

183 

186 

194 

212 

265 

318 

332 

301 

312 

312 

319 

326 

335 

330 

336 

Bhavnagar 

132 

178 

186 

194 

217 

273 

327 

315 

291 

291 

297 

301 

303 

300 

298 

297 

Bombay 

130 

175 

182 

190 

203 

233 

289 

300 

294 

298 

294 

298 

297 

299 

300 

301 

Calcutta 

131 

172 

182 

187 

197 

228 

288 

287 

293 

296 

293 

298 

306 

303 

298 

297 

Coimbatore 

132 

154 

163 

177 

189 

218 

209 

319 

285 

300 

312 

313 

315 

313 

312 

312 

Delhi 

136 

185 

199 

211 

222 

265 

337 

333 

324 

328 

334 

335 

334 

331 

332 

336 

Digboi 

138 

180 

189 

188 

198 

234 

310 

317 

317 

309 

311 

310 

309 

308 

310 

312 

Gwalior 

139 

184 

191 

197 

214 

271 

348 

324 

308 

316 

322 

322 

320 

314 

314 

322 

Howrah 

137 

176 

186 

191 

206 

239 

298 

290 

286 

291 

285 

290 

296 

300 

294 

293 

Hyderabad 

140 

185 

189 

195 

211 

251 

304 

316 

295 

301 

303 

304 

311 

317 

321 

321 

Jamshedpur 

136 

170 

183 

187 

202 

249 

313 

293 

275 

280 

284 

284 

297 

297 

293 

294 

Madras 

134 

160 

170 

182 

203 

229 

301 

314 

276 

281 

280 

283 

289 

298 

305 

298 

Madurai 

128 

152 

183 

192 

206 

236 

334 

333 

287 

291 

293 

295 

303 

316 

321 

315 

Monghyr 

151 

188 

205 

204 

225 

292 

263 

325 

292 

313 

317 

325 

330 

322 

323 

330 

Mundakayam 138 

191 

197 

199 

210 

263 

337 

346 

304 

309 

303 

305 

305 

309 

310 

313 

Nagpur 

138 

176 

187 

192 

203 

256 

314 

326 

289 

298 

294 

305 

305 

303 

295 

298 

Saharanpur 

141 

181 

186 

198 

213 

253 

338 

313 

299 

303 

297 

298 

298 

298 

307 

312 

Sholapur 

128 

176 

185 

191 

216 

277 

325 

342 

288 

291 

306 

314 

310 

320 

318 

314 


Source : Labour Bureau, Government of India. 
Consumer Price Index Numbers for Urban Non-mannal Employees 

(Base 1960=100) 


Centre 

1965- 1969- 1970- 
66 70 71 

1971- 

72 

■ 1972- 1973- 1974- 1975- 
73 74 75 76 - 

June 

July 

1976 

Aug. Sep. 

Oct. 

Nov. 

Dec. 

All-India 

132 

167 

174 

180 

192 

221 

270 

277 

270 

275 

277 

279 

280 

280 

280 

Bombay 

132 

162 

168 

172 

183 

204 

241 

249 

253 

256 

256 

256 

256 

255 

255 

Delhi-New Delhi 

131 

168 

174 

180 

190 

217 

262 

273 

272 

273 

276 

277 

274 

273 

272 

Calcutta 

126 

162 

170 

174 

180 

204 

238 

243 

246 

249 

252 

250 

255 

254 

256 

Madras 

133 

161 

175 

188 

204 

231 

291 

306 

287 

290 

291 

293 

296 

299 

302 

Hyderabad-Secunderabad 

133 

167 

174 

180 

195 

223 

270 

283 

273 

277 

278 

280 

283 

287 

289 

Bangalore 

133 

164 

172 

180 

194 

228 

272 

284 

273 

278 

280 

285 

288 

293 

293 

Lucknow 

132 

161 

166 

174 

185 

215 

255 

270 

266 

272 

272 

272 

274 

274 

274 

Ahmedabad 

131 

168 

171 

173 

188 

222 

271 

272 

258 

262 

263 

266 

264 

262 

262 

Jaipur 

133 

176 

183 

188 

205 

244 

308 

311 

306 

310 

311 

314 

313 

316 

316 

Patna 

139 

180 

191 

190 

199 

229 

286 

284 

274 

279 

278 

284 

288 

.286 

286 

Srinagar 

134 

174 

184 

191 

200 

215 

262 

283 

293 

296 

296 

298 

302 

301 

302 

Trivandrum 

131 

172 

178 

184 

198 

231 

280 

297 

295 

300 

299 

302 

304 

305 

308 

Cuttack-Bhubaneswar 

142 

169 

176 

184 

196 

2*1 

266 

270 

259 

267 

271 

274 

278 

280 

279 

Bhopal 

133 

172 

180 

188 

204 

238 

295 

296 

288 

298 

297 

296 

297 

295 

295 

Chandigarh 

129 

171 

178 

183 

194 

217 

265 

278 

278 

283 

286 

286 

283 

282 

283 

Shillong 

123 

164 

166 

175 

183 

208 

257 

274 

264 

268 

270 

270 

267 

267 

7W 


Soane; Central Statistical Organisation. 
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General Election Statintic* 


Lok Sabhft Elections March 1977 Party-Wise Position 



STATE 





Andhra Pradesh 

42 

42 

41 

1 

Assam 

14 

14 

10 

3 

Bihar 

54 

54 

— 

52 

Gujarat 

26 

26 

10 

16 

Haryana 

10 

10 

— 

10 

Himachal Pradesh 

4 

3 

— 

3 

Jammu & Kashmir 

6 

5 

2 

— 

Karnataka 

28 

28 

26 

2 

Kerala 

20 

20 

11 

— 

Madhya Pradesh 

40 

40 

1 

37 

Maharashtra 

48 

48 

20 

18 

Manipur 

2 

2 

2 

— 

Meghalaya 

2 

2 

1 

— 

Nagaland 

l 

1 

—- 

— 

Orissa 

21 

21 

4 

15 

Punjab 

13 

12 

— 

3 

Rajasthan 

Sikkim 

25 

1 

25 

1 

1 

1 

24 

Tamil Nadu 

39 

39 

14 

— 

Tripura 

2 

2 

1 

1 

Uttar Pradesh 

85 

85 


85 

West Bengal 

42 

42 

3 

15 

UNION TERRITORY 





Andaman & Nicobar Islands 1 

1 

1 

— 

Arunachal Pradesh 

2 

2 

1 

— 

' Chandigarh 

I 

1 

— 

1 

Dadra & Nagar Haveli 

1 

1 

1 

— 

Delhi 

7 

7 

— 

7 

Goa, Daman & Diu 

2 

2 

1 

— 

Lakshadweep 

1 

1 

1 

— 

Mizoram 

1 

1 


— 

Pondicherry 

1 

1 

— 

— 


Total 542 

539f 

153 

293 


Other parties include : 


ADMK. 

Akalis 

DMK 

Peasants and 
Workers Party 
RPI(K) 


Muslim League 
Kerala Congress 
RSP 

National Conference 
United Democratic 
Front (Nagaland) 
MAO (Goa) 


jThree results awaited 
•Janta Party (265) & Congress for 
Democracy (28) 

**A part of Janta Party. This raises 
the strength of the Janata Party to 268. 
One candidate of RPI(K) contested 
on BLD ticket. He is shown in the 
above table as RPJ(K) candidate. 
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Contest According to Parties In Lok Ssbha Election 1977 


State/union territory 

Constituencies 

INC 

bld* 

CPI 

CPM 

STATE 






Andhra Pradesh 

42 

42 

37 

10 

6 

Assam 

14 

14 

11 

2 

1 

Bihar* 

54 

54 

52 

22 

2 

Gujarat 

26 

26 

26 

—* 


Haryana 

10 

9 

10 

2 

1 

Himachal Pradesh 

4 

4 

4 

1 

1 

Jammu & Kashmir 

6 

3 

3 



Karnataka 

28 

28 

28 

3 


Kerala 

20 

11 

3 

4 

9 

Madhya Pradesh 

40 

38 

39 

3 


Maharashtra 

48 

48 

30 

4 

3 

Manipur 

2 

2 

2 

2 


Meghalaya 

2 

2 

___ 



Nagaland 

1 

1 

_ 

_ r 


Orissa 

21 

20 

20 

5 

1 

Punjab 

13 

13 

3 

3 

1 

Rajasthan 

25 

25 

25 

3 

2 

Sikkim 

1 

1** 

— 



Tamil Nadu 

39 

15 

18 

Cong(0) 

3 

2 

Tripura 

2 

2 


1 

2 

Uttar Pradesh 

85 

85 

85 

13 

2 

West Bengal 

42 

34 

15 

8 

20 

UNION TERRITORY 

Andaman 

1 

1 




Arunachal Pradesh 

2 

2(1)** 

— 

___ 


Chandigarh 

1 

1 

1 

1 


Dadra & Nagar Haveli 

1 

1 

1 

___ 


Delhi 

7 

7 

7 

1 


Goa, Daman & Diu 

2 

2 

2 

. , 


Lakshadweep 

1 

1 




Mizoram 

1 

1 


_ , 


Pondicherry 

1 


1 

Cong(0) 


—— 

Total 

542 493 

r 404(BLD) 

19Cong(0)t 

91 

53 


Others Independent Total 


3 67 165 

3 9 40 

24 186 340 

— 60 112 

4 24 50 

— 4 14 

3 20 29 

2 37 98 

11 25 63 

1 71 152 

13 113 211 

2 3 11 

-57 

1 - 2 

3 12 61 

14 45 79 

1 46 102 

— — 1 

41 116 195 

2 I 8 

8 250 443 

14 80 171 


2 

2 

2 

1 


1 

2 

7 

1 

24 

9 

1 

1 

2 


2 

4 

10 

3 
41 
15 

2 

4 
4 


157 1222 2439 


*Janta party and Congress for Democracy **Uncontested f A part ofJanta party 
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Off to a start, on 

one-foot-and-a-half 

Let us say at once what is right with the new government at the centre, for there is 
a lot that is right with it. The ruling complex, given reasonably efficient chemistry, 
promises to evolve into a stable compound. Consequently, the cabinet, which still 
has its ‘i’s to be dotted and its Vs crossed, should soon settle down to function as a 
cohesive team. In its prime minister, it has the right man in the right place at the 
right time. This is not the occasion to sing praises of Mr Morarji Desai, although there 
are enough people in the press and the country for whom it is necessary and may by 
profitable to do so. But it may properly be mentioned here that his record of public 
life and political career, his attributes of character and his experience of administration 
made him the immediately obvious choice for the office of prime minister in the 
circumstances in which a change of government had taken place. The country may 
trust itself to his leadership in the reasonable expectation that he will be true to 
himself and therefore to his responsibility to the public. 

Counting our blessings further, we may rejoice in the fact that Mr Jagjivan Ram 
has found it possible to participate actively in the government by becoming a member 
of the cabinet. He has offered his services to the country and his cooperation to the 
prime minister in phrases which are generous and meaningful. Although recent 
political developments have established beyond doubt that no individual, however 
able or eminent, is indispensable to the nation, the new government would certainly 
have been the poorer if it were to do without Mr Jagjivan Ram's competence. As 
much is known about his great talent for administration as about his wide acceptabi¬ 
lity in the politics and public life of our country. 

Broadly speaking, the new ruling party or alliance seems to have cooperated 
with the prime minister in giving the country a team of ministers which, collectively, 
can lay claim to a high degree of public respect and confidence. There is a reassuring 
sprinkling of ex-chief ministers endorsing a guarantee of continuity of practical wisdom 
in the running of the administration implicit in the presence of Mr Desai and Mr 
Jagjivan Ram in the cabinet. This is all the more welcome since the cabinet necessarily 
has had to accommodate a fair number of battle-scarred warriors whose acquaintance 
with the business of government has so far been only through the politics of confronta¬ 
tion. That the public will be disposed to give the benefit of doubt to the new govern¬ 
ment for some time to come seems likely enough since quite a few of the ministers have 
a mass following in their chosen fields of political activities or public service. 

The Lok Sabha, again, has, for the first time in its history, a coherent and 
credible opposition party which is numerically respectable. (The ‘north’ should thank 
the 'south’ for this.) Since the recent election was as much about the emergence of 
a viable two-party system in our democratic polity as about anything else, this 
promising advance towards the desired goal must not only be counted as a gain to 
the cause of good and clean administration, but also reckoned a boon to the new 
government itself. In a way, Mr Chavan was as logical a candidate for the office of 
the leader of the opposition as Mr Desai was for the prime ministership. Mr Chavan’s 
colleagues in the Congress parliamentary party include many able men who should 
be able to keep the government on its toes, while contributing constructively and 
positively to the running of the nation’s business. 

All the same it cannot be said that the new government got off to a start on 
both of its two feet. The birth process, for instance, was messy and it is greatly to 
be regretted that it could not go through without the divine aid of Mr Jaya Prakash 
Narayan or the priestly offices of Acharya Kripalani. Both Mr Desai and Mr Jagjivan 
Ram are realists. We would apply this term to Mr Desai although many have always 
held that he is “rigid” or “impractical”. In our view, Ms Desai is a realist in the 
truer and weightier sense of the term, for he would not sell short on his concept of 
what is right or good in the longterm. To both Mr Jagjivan Ram and Mr Desai, 



then, it should have been obvious all alo g 
that a Janta-CFD partnership in govern¬ 
ment was not an expendable luxury for 
either party. Had they acted at the outset 
on the recognition of this reality, it would 
have been easier for both of them to lay 
those foundations of mutual trust without 
which the new government could not be 
expected to give of its best. As it is, 
it remains for Mr Desai to make the 
most fruitful use of Mr Jagjivan Ram’s 
services which the latter says he has unre¬ 
servedly placed at the prime minister’s 
disposal. 

Meanwhile, the cabinet does look 
unfinished and, in places, odd. The 
Statesman , in well-chosen words, has 
described the Desai team as an interesting 
blend of experience and daring. Mr 
Desai, left to himself, would probably 
have gladly dispensed with some of the 


The Central Board of Irrigation and 
Power (CBIP) of the government of India 
celebrated its golden jubilee jn the first 
week of the current month. The United 
Nations World Water Conference met at 
Buenos Aires (Argentina) in the middle 
of March to draw the attention of the 
world to the importance of water, a vital 
resource for life. Both the organisations 
laid stress on the “integrated and efficient 
management of water.” 

That our country realised the significance 
of both irrigation and power nearly 50 
years ago showed that our government had 
taken a long-term view of things and had 
taken measures to maximise the utilisation 
of water resources. The CBIP in close 
cooperation with the Cent r al Water and 
Power Commission had endeavoured to 
work out plans of efficient water use. 
According to Dr N. Tata Rao, president 
of the CBIP, both these organisations had 
“prepared and submitted to the National 
Committee on Science and Technology a 
comprehensive R Sc D plan for water 
resources based on a detailed study of the 
existing capabilities in the country.” The 
CBIP itself is an extremely competent 
organisation which brings together the 
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“daring” part of it. However, given the 
nature or number of options open to 
him at this stage of the new government, 
he could perhaps have done worse. The 
public, of course, is entitled to assume 
that, in the weeks ahead, changes will be 
made in the composition of the cabinet 
or the allocation of portfolios. For, 
there are certainly some odd men out on 
the treasury benches now and some of 
them have been given ministerial assign¬ 
ments which appear to be even more odd 
in terms of the temperaments or the 
political or other past of the respective 
minister concerned. While cheerfully 
waving its arms and signalling to the new 
government to get a move on, the public 
may also keep its fingers crossed until 
the suitability of some of the individual 
ministers for the responsibilities of 
office is established. 


irrigation and power engineers of both the 
centre and the states for discussions on 
the most efficient utilisation of the 
resources available in this country. 

It may be stated here that our country’s 
five-year Plans had accorded a place of 
pride to irrigation and power. For 
instance, more than one-fourth of the 
public sector outlay for the fifth Plan 
period had been earmarked for irrigation, 
power and flood control. The total irriga¬ 
tion potential likely to be created during 
the fifth Plan period was estimated to be 
13.1 million hectares out of which 5.8 
million hectares would be under “major 
and medium” and 7.3 million hectares 
under “minor” irrigation. The Planning 
Commission had laid stress on the moder¬ 
nisation of certain irrigation schemes, 
particularly those which had been com¬ 
pleted before the Plan periods. 

The harnessing of water resources had 
moved in close association with the setting 
up of plants for the generation of power. 
In the fourth Plan period (1969-70—1973- 
74), an additional 4280 MW of generating 
capacity was created taking the total to 
18,456 MW. Another 3524 MW capacity 
was added in 1974-75 and 1975-76 and 
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from all indications it appeared that addi¬ 
tional 2387 MW capacity would be added 
in the three-year period ending in 1978-79. 
Thus, the total generating capacity at the 
end of the current Plan period was expect¬ 
ed to be a little more than 24,000 MW. 
The installed capacity for power had 
multiplied more than four times since 
1960-61 indicating a rate of rise of 8.5 per 
cent (compound) in 18 years which was a 
no mean achievement. 

total flow 

Some studies have been conducted in 
this country to determine the extent to 
which water can be harnessed for putting 
it to various uses. The total water poten¬ 
tial through river flows is estimated at 
1,645 million cu. m. per annum. Sub-soil 
water which can be pumped out for use is 
estimated to be about 255 billion cu. m. per 
year. But all this water—1,900 billion 
cu. m. per year—cannot be put to use fully. 
The most liberal estimate puts the total 
usable water at half this level. But it 
would not be possible to make this water 
available to the consumers throughout the 
year at a uniform rate. There is bound 
to be paucity of water in off-seasons and 
floods in the monsoons. It also implies 
considerable disparity in the availability 
of water from area to area. 

Traditionally, big tanks have been used 
for storing water. But lately efforts have 
been made to develop coordinated plans 
for river basin developments, and also for 
close inter-linking of surface and ground 
water schemes. With rising population, 
the need for water not only for domestic 
use but also for agricultural and industrial 
uses has increased tremendously. It is 
here that the technical skills of our 
engineers will be put to the most severe 
test. According to Dr N. Tata Rao, the 
CBIP has taken measures to encourage 
“engineers of requisite calibre” for mak¬ 
ing advancement in this technical field. 
Besides making available to them the 
necessary technical literature, the CBIP 
has instituted a number of awards of 
medals and certificates for meritorious 
research in this field. 

Not unexpectedly, the various political 
parties have listed the importance of 
irrigation and power in their election 
manifestos. Says the Indian National 
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Congress manifesto: “We shall also place 
great stress on minor irrigation , intensive 
cultivation, command area development, 
improvement of dry land farming areas, 
soil conservation, assistance of drought- 
prone areas_The minimum needs pro¬ 

gramme, especially for drinking water and 
maternal child health will he expanded.” 
The Janata party has drawn the attention 
of the people to the need for making water 
available in each village. “Typically, as 
many as 116,000 villages do not have even 
the most elementary facilities of drinking 
water”, says its manifesto. It continues: 
“Drinking water is a basic need. The 
party will formulate and execute a pro¬ 
gramme to provide every hamlet and 
village with an assured water supply within 
five to seven years.'* While it may not be 
possible to make water available in each 
and every remote village, a large number 
of them could certainly be provided with 
this facility. While the Congress for 
Democracy has not made any specific 
mention of water and irrigation in its 
manifesto, it has pledged to provide the 
poor with all necessities of life at reason¬ 
able cost. The same applies to all other 
smaller parties which have participated in 
the election to the Lok Sabha. 

gloomy picture 

The United Nations conference in 
Buenos Aires painted a gloomy picture of 
the world distribution of water resources. 
Since 70 per ceni bf the world population 
was not able to get safe and dependable 
drinking water, the health of this section 
of world population was impaired through 
water-borne diseases. Typhoid, dysentry, 
cholera and other diseases took a heavy 
toll of life every year. 

The problem of drinking water has 
already taken an acute turn in the rural 
areas of the third world countries. The 
World Health Organisation has estimated 
that 90 per cent of the people in the rural 
areas of developing countries were using 
unsafe water all the time, and, therefore, 
improved water management was the key 
to improvement in human health in these 
countries, though it was also a vital neces- 
l s *ty for irrigation, power, industry, trans¬ 
port and for cooking. 

, Though on a global scale, water avail- 
\ ability is adequate on per head basis but 
, is obvious maldistribution. It has 


been estimated that in the Congo Basin, 
the average rainfall is 150 cm to 175 cm 
every year which in some years rises to 
500 cm but at the same time there are 
some parts of Latin America where the 
people have not seen a drop of rainfall for 
20 years, ll is this maldistribution in the 
supply of water which is the root cause of 
the misery for millions of people. 

And then, in urban societies, there is 
the industrial pollution of water. In many 
countries, the discharge of polluted water 
into rivers, lakes etc is spoiling the avail¬ 
ability of fresh water. This aspect of the 
question is being studied in depth by the 
United Nations Environment Programme. 
It is being brought home to societies in 
developing countries that careless and 
inefficient use of water is a crime against 
humanity. In developed countries, statu¬ 
tory obligation is forcing industrialists to 
process and purify all water before it is 
discharged into any river or lake. 


Thf imposition of export obligations 
might have had some justification in the 
past when industriesjhad not become cons¬ 
cious of the urgency and importance of 
selling their goods abroad in order to aug¬ 
ment the earnings of foreign exchange. 
But should these obligations be enforced 
in the present form, or made more strin¬ 
gent, when industries generally have been 
showing greater interest in export promo¬ 
tion, and the foreign exchange situation 
has also become more comfortable? This 
question has to be examined in the con¬ 
text of the guidelines which the government 
of India has recently laid down for fixing 
export obligations. Hitherto, they were 
imposed on industrial undertakings when 
they sought from the government licences 
for setting up new units, or for production 
of new articles or for substantial expan¬ 
sion of the existing units, or when they 
asked for clearance for financial or techni¬ 
cal foreign collaboration, permission for 
importing plant and machinery, and regis¬ 
tration with the Directorate General of 
Technical Development. Non-fulfilment 
of these obligations resulted in the for¬ 
feiture of the amount of bank guarantee 


Not unexpectedly, the developing 
countries assembled at Buenos Aires asked 
the rich countries to reduce their expendi¬ 
ture on armament so as to free funds for 
schemes designed to make available drink¬ 
ing water to the poor of the world. The 
US representative at this conference was 
reported to have asked the Jess developed 
countries to reduce their birth rates; he 
avoided a reply to the plea for a reduction 
in US defence expenditure. The leading 
rich countries were united in not encourag¬ 
ing the establishment of another UN 
organisation for looking after the water- 
supply problem of the less developed 
countries. Whatever the resolutions which 
might be passed at the UN water con¬ 
ference, the problem of drinking water 
would remain with the developing countries 
unless, like our country, they initiated 
positive measures through their own efforts 
or through the assistance of other deve¬ 
loping countries. 


or the levy of penalties, according to the 
legal undertakings given in lieu of bank 
guarantee. 

The new guidelines stipulate that the 
Capital Goods Committee and the Foreign 
Investment Bureau should refer to the 
Licensing Committee for its final decision 
all proposals for modification or increase 
of export obligations. Cases coming under 
Monopolies and Trade Practices Act 
should also go to the Licensing Com¬ 
mittee. The obligations, it is stated, should 
be “reasonable” and they should be 
“strictly fulfilled”. Ordinarily, they will 
be imposed for five years but may be 
renewed for a further period of five years 
at the option of the government. The 
guidelines also say that when industrial 
units, with good export performance, 
approach the government for rehabilita¬ 
tion and modernisation, the export obli¬ 
gation should take into consideration their 
past export record achieved on a voluntary 
basis. 

It is not clear why the government is 
keen to enforce export obligations when 
there has been a great deal of buoyancy 
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in exports as a result of voluntary efforts 
by industry. In 1975-76, exports reached 
a record level of Rs 3942 crores. As a 
percentage of the gross national product, 
exports amounted to over 6 per cent. The 
rate of growth of exports in that year 
was also higher than the world average. 
Between 1971-72 and 1975-76, our exports 
are estimated to have increased by 14 per 
cent. The Commerce ministry has said 
that the achievement of a growth rate in 
exports of 16 per cent in 1975-76 was 
significant in the context of the world 
recession in which international trade 
recorded an increase of only 4 per cent in 
value during 1975. 

realistic target 

The Commerce ministry has fixed 
an export target of Rs 6,000 crores for 
1977-78 against the target of Rs 4,500 
crores for the preceding year, repre¬ 
senting a rise of 33 per cent. The 
ministry seems to think that the higher 
target will not be difficult to achieve in 
view of the economic recovery of many 
developed countries and the more energe¬ 
tic efforts being made by our industries to 
sell their goods abroad. Several industries 
are expected to contribute more substan¬ 
tially to export earnings especially 
engineering goods, iron and steel, leather, 
textiles and marine products. The simpli¬ 
fication of procedures for claiming incen¬ 
tives and the liberalisation of foreign 
exchange for business visits are also 
expected to give a further fillip to exports. 
It is, of course, not suggested that our 
industries have become fully aware of the 
vital role of exports in the country’s 
economy. But it should be possible to 
secure more encouraging and enduring 
results by voluntary efforts than by resort¬ 
ing to compulsion in various forms. 

The fact that our foreign exchange 
reserves now exceed Rs 2600 crores and 
are likely to go up in the coming months, 
should also induce New Delhi to exercise 
caution in enforcing compulsory export 
obligations. Mr L.K. Jha has said that 
“the rising trend in our reserves is not a 
flash in the pan” and that “there are good 
reasons to believe that the factors respon¬ 
sible for it, internal and external, are of a 
durable character”. He has also observed 
that our success in checking inflation has 


imparted “a new strength to our export 
effort”. 

The British Industrial Coorperation 
Mission, which recently visited India, 
has also given high praise to our export 
efforts. In its report it has said, “Ours 
was neither a selling nor a buying mission, 
but we must say that we were the target 
for a very hard sell by our Indian friends 
everywhere we went. This Indian selling 
effort was in many instances directed 
towards exports, in which field Indian 
industry under the stimulation of the 
Indian government has, for many years, 
conducted a vigorous campaign which 
now at last is beginning to show worth¬ 
while results. Although export earnings 
are not the only or even the main factor 
in the improvement in India’s foreign 
exchange balances, they have, never¬ 
theless, contributed markedly and the 
transformation of an annual trade deficit 
of Rs 1200 crores in 1974-75 into a small 
surplus illustrates the progress that has 
been made. India is now a successful 
exporter and her efforts in this direction 
will be continued”. Therefore, the 
government would do well to reconsider 
its approach to export promotion on a 
compulsory basis. 

If, however, the government is to 
continue these obligations, they should be 
fixed and enforced in a realistic manner 


so as not to cause hardship to industrial 
units. It should be remembered that qew 
units have to incur much higher capital 
costs as compared to the old ones and, 
therefore, it will not be fair to impose 
stiff conditions on the former in regard 
to export. Trading conditions in the 
world sometimes change suddenly and 
they have an adverse effect on our export 
prospects. The strict application of export 
obligations therefore is likely to scare 
away investors, Indian and foreign. More¬ 
over, if industrial units contribute subs¬ 
tantially to import substitution, should 
they not be exempt from export obliga¬ 
tion? India has made rapid progress in 
import substitution over a wide range of 
industries including various kinds of 
industrial machinery, light engineering 
goods and consumer goods. Since such 
industries help to save foreign exchange 
it is only fair that they should not be 
asked to export on a compulsory basis. 

Studies have revealed that in many 
sectors of the economy, there is large idle 
capacity which can be effectively utilised 
for export. The annual production base 
in the organised engineering industry is 
of the order of over Rs 4000 crores and 
in the small scale sector it is about 
Rs 1000 crores. The union ministry of 
Industry has estimated that by pressing 
all the idle capacity into operation, the 
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The industry emerged out of the war in a 
strong position, largely due to the advantages of 
the block purchase scheme but the termination 
of this scheme in 1946, the difficulties of trans¬ 
port and shortage of essential supplies and large- 
scale labour troubles which remained in that year 
have mitigated the chances of continued pros¬ 
perity. Coal shortage is the greatest limiting 
factor now. A demand for 120,000 tons of coal 
from Bengal and Bihar collieries was made. But 
even when coal has been allotted, the acute 
shortage of wagons and the pressing claims of 
other consumers has rendered it difficult to obtain 
deliveries. So too with regard to fertiliser, the 
minimum demand for which has been put by the 


industry at 21,000 tons for N.E. India. But 
something even less than this quantity has been 
received this year due to the main reason of a 
reduced allotment of fertilizers to India by the 
Combined Food Board as well as due the p» iority 
of supplies accorded to the essential food crops by 
the Government of India. The position in tea 
industry is however held to be critical in so far 
as the normal requirements before the war were 
put at 35,000 tons a year. The supply of chests 
also was revealed to be unsatisfactory. There has 
b?en a cut of approximately 50 to 75 per cent in 
the import quota of shooks and b&ttons respec¬ 
tively since August 1946, with a view to encourag¬ 
ing the indigenous tea chest industry. 
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export target of Rs 1000 crores for 
engineering goods can be achieved by 
1980-81 without undertaking major addi¬ 
tional investment. Resides, there is also 
considerable scope for augmenting the 
earnings of foreign exchange by encourag- 


The problems of marketing indigenously 
produced and imported fertilisers and the 
financial difficulties of newly established 
units deserve to be closely studied if a 
critical situation is not to arise in the 
coming years. The absence of a careful 
policy for regulating imports and distri¬ 
bution and the delay in taking decisions 
about the fixation of differential prices for 
new units apart from specific reliefs have 
had a demoralising and devitalising effect 
on the new entrants. Even the older units 
were seriously affected by the heavy volu¬ 
me in imports by 1975-76 and with high 
prices and unfavourable weather condi¬ 
tions in some parts of the country, there 
was a heavy accumulation of stocks with 
many units. The drastic pruning of im¬ 
ports in 1976-77 and a sharp increase in 
consumption, following a significant 
reduction in selling prices for nitrogenous 
and complex fertilizers have resulted in 
the emergence of more profitable trading 
conditions, though keen competition for 
available business and unplanned market¬ 
ing of imported nutrients have created 
unusual problems for indigenous pro¬ 
ducers, particularly in the southern 
region. 

the output 

The output of fertilisers in the whole 
country in 1975-76 was 1.51 million ton¬ 
nes of nitrogen and 3.19 lakh tonnes of 
P a 0 6 . There were imports of 9.51 lakh 
tonnes of nitrogen and 3.26 lakh tonnes 
ofP t O» making for a total availability 
of 2.46 million tonnes of nitrogen and 
6.3 lakh tonnes of P t O*. The actual 
consumption was 2.03 million tonnes of 
nitrogen and 4.53 lakh tonnes of P b O«- 
There were therefore stocks of oyer four 


ing the export of services and by the 
vigorous development of tourism. The 
government therefore should examine 
whether it is really necessary to stimulate 
export by compelling industries to sell 
abroad. 


months' consumption and more taking 
into account earlier stocks. 

The anxiety to dispose of imported 
supplies in the shortest period possible 
even in areas where a large number of 
factories were located has seriously affected 
the fortunes of new and old producers 
and also the distributing agencies in pri¬ 
vate and co-operative sectors. The central 
government has, no doubt, been adopt¬ 
ing a helpful policy in subsidising losses 
when sizable reductions in selling prices 
were effected early in 1976. 

operational problems 

However, there were operational pro¬ 
blems and the latest cut in the prices for 
nitrogenous and complex fertilizers has 
been effected in anticipation of a lowering 
of the cost of imported raw materials. 
The situation has now got more clarified 
and with a using up of imported fertilisers 
to a considerable extent and less abnormal 
stock, the outlook for indigenous produ¬ 
cers in 1977-78 has improved considerably. 

The fertilizer units in the southern 
region comprising Andhra Pradesh, Goa, 
Karnataka, Tamil Nadu and Kerala 
however may encounter serious problems 
if a better understanding is not reached in 
regard to the marketing of imported ferti¬ 
lisers and fixation of prices for the pro¬ 
ducts of new entrants like Zuari Agro 
Chemicals, Southern Petro Chemical Indu¬ 
stries Corporation, Mangalore Chemicals 
and the Cochin Division of FACT. The 
output of these units in 1975-76 was only 
4.14 lakh tonnes of nitrogen and 1.38 lakh 
tonnes of P* 0 6 against a capacity of 1.6 
million tonnes of nitrogen and 3.55 lakh 
tonnes of P, O*. The low operating ratio in 


respect of nitrogenous fertilizer was due 
to the fact that the Goa plant remained 
shut down for quite some time and the 
Mangalore unit had not commenced full 
commercial production. Cochin plant is 
still having its operational problems while 
SPIC was stepping its output gradually 
though the average operating ratio was only 
45 per cent. The requirements of the region 
in terms of nitrogen were much higher 
at 6.41 lakh tonnes and 1.59 lakh tonnes of 
P* O g . However with the selling of a part 
of the output by some indigenous pro¬ 
ducers in the western and northern zones 
and the marketing of imported fertilizers 
on a large scale through co-operative 
societies the indigenous producers in the 
southern region could not market fully 
even their low output. 

higher output 

In 1977-78 new difficulties may be 
experienced if early decisions arc not 
taken for avoiding sales of imported 
fertilizers in this region, particularly 
in Tamil Nadu and Karnataka. It is 
expected that different units will be 
able to achieve ail operating ratio of over 
70 per cent and the output of nitrogenous 
fertilizer alone may be higher at 8 lakh 
tonnes which will be the full requirement 
of the region even on a most optimistic 
computation. With favourable condition it 
is even likely that the output will be higher 
at 9 lakh tonnes nitrogen throwing up even 
a regional surplus. It will therefore be 
necessary to direct the marketing of 
imported fertilisers in deficit regions and 
prevent unnecessary haulage. It has even 
to be examined at this stage whether a 
central organisation can be created on a 
voluntary basis to regulate the movement 
of fertilisers and fix quotas of indigenous 
and imported products not only on a 
regional but statewise basis. 

This aspect of distribution is impor¬ 
tant as Tamil Nadu has large surplus 
with efficient functioning of the public 
sector units in Manali and the pros¬ 
pect of SPIC being in a position to 
step up its output of urea even to 90 
per cent of the capacity following the 
rectification of the defect in the ammonia 
plant arising out of the inefficient func¬ 
tioning of heat exchanger. The new 
equipment ordered from Japan is likely to 


Fertilisers : guarding 

against crisis 


RASIERN ECONOMIST 


593 


APRIL 1, 1977 



be installed by the middle of this year 
and thereafter the urea plant can even 
function at 100 per cent capacity, with 
an annual output of 5 lakh tonnes. The 
Mangalore and Goa plants have overcome 
their problems, while the Cochin unit of 
FACT is expected to have an operating 
ratio of 80 percent in 1977-78. The Ney- 
veli plant has been functioning in a 
better way and after the switch over to 
fuel oil as feedstock the capacity can be 
expected to be fully used. Coromandel 
Fertiliser will have the benefit of ex¬ 
panded facilities in a great measure in 
1977-78. 

quick decisions needed 

While the problems relating to distribu¬ 
tion of imported fertilisers have to be 
carefully sorted out and unnecessary 
freight charges are avoided, quick deci¬ 
sions have also to be taken about the 
fixation of retention prices and grant of 
reliefs for the new units. The chairman 
of Zuari Agro Chemicals has been repre¬ 
senting to the central government that Goa 
should be a pricing point for the purpose 
of naphtha delivery. Mangalore also has 
similar problems while SPIC has been 
seriously affected not only by relatively 
higher naphtha cost but also the sharp 
rise in the cost of fuel oil. The decision to 
use fuel oil in place of naphtha for heating 
purposes was taken in earlier years be¬ 
cause this product was cheaper than 
naphtha in the then prevailing conditions. 
It has however turned out subsequently 
that the cost of this input alone will 
involve an extra Rs 3 crores annually 
when the plant is in full operation. There 
is also the loss on account of a greater 
lead for marketing purposes while the 
higher capital outlay and heavy interest 
charges are resulting in the generation of 
losses even with an improvement in operat¬ 
ing efficiency. 

It is estimated that there will be an 
increase in production to 3.5 lakh tonnes 
of urea in the year ending June 30, 
1977. There will also be an output of 
30,000 tonnes of complex fertilisers 
with the new units in operation. The out¬ 
put of urea in 1975-76 was 2.3 lakh 
tonnes and the whole quantity could not 
be sold as the turnover had a value of only 
Rs 23 crores. The estimate of sales in 


1976-77 is much higher at Rs 70 crores. 
But the marketing expenses will be heavy 
as large quantities will have to be sold 
in Andhra Pradesh and Karnataka and 
even in farther regions. Because of cost¬ 
lier inputs, heavy depreciation and interest 
charges and heavy marketing expenses 
the company will not be even avoiding a 
cash loss though it will be much less than 
in 1975-76. But the fact remains that the 
depreciation charges could not be recover¬ 
ed. It may be said that the working 
results would make better showing but 
for the difficulties in maintaining ammo¬ 
nia output at a high level. However it is 
stated than even with an operating ratio 
of over 90 per cent, depreciation cannot 
be fully earned not to speak of securing 
reasonable return on capital employed. 

The same problems are encountered by 
Mangalore Chemicals, Cochin Fertilisers, 
Zuari Agro Chemicals and it will be 
necessary to reduce the cost of inputs 


appropriately, increase retention prices 
and grant other reliefs in order to im¬ 
prove the viability of working of these 
units. The new entrants coming into the 
picture in 1977-78 and subsequent years 
will have even more actue problems as 
it has been emphasised that the capital 
outlay for similar capacity will be double 
the cost of even Mangalore and SPIC 
units which are now considered high-cost 
plants. It has therefore become necessary, 
as stated in the beginning, to adopt a 
scientific approach and take proper deci¬ 
sion so that the industry will not have 
any problem when it attains a production 
capacity of six million tonnes of nitrogen 
by 1977-78. The problems cited above 
are in no sense peculiar to the fertiliser 
industry. Indeed, the new Finance minis¬ 
ter will have to find a satisfactory solu¬ 
tion for the conundrums posed by rising 
capital cost when he presents his budget 
for 1977-78 to the new Parliament, later 
this year. 
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would also be given to the provision of 
minimum needs in the rural areas and to 
integrated rural development. To the 
extent possible, the fifth five-year Plan 
(which comes to a close in 1978-79) would 
be reviewed. The planning process would 
be re-vitalised and the work on the sixth 
five-year Plan would be taken up without 
delay. The government would announce 
the details of the economic programme 
which it proposed to follow at the time 
of the presentation of the final budget 
for 1977-78 in a few weeks. 


In its first policy statement, contained 
in the inaugural address of the Acting 
President, Mr B.D. Jatti, to the joint 
session of the reconstituted Lok Sabha 
and the Rajya Sabha, the new government, 
headed by Mr Morarji Desai, declared 
early this week that the most urgent task 
before the government was to remove 
curbs on the fundamental freedoms and 
the civil rights of the people, to restore 
the rule of law and the right of free ex¬ 
pression to the press. The government 
announced on the eve of the joint session 
that the external emergency proclaimed 
in 1971 had also been revoked. The Act¬ 
ing President observed in his address that 
his government would take the following 
measures to achieve the above-mentioned 
task : 

(i) A thorough review would be under¬ 
taken of the Maintenance of Internal 
Security Act witn a view to repealing it 
and examining whether the existing laws 
needed further strengthening to deal with 
economic offences and security of the 
country without denying to the people the 
right of approach to court; 

anti-national activities 

(ii) Legislation would be introduced 
to ensure that no political or social orga¬ 
nisation was banned except on adequate 
grounds and after an independent judi¬ 
cial enquiry; 

(iii) The Prevention of Publication of 
Objectionable Matters Act would be re¬ 
pealed. Immunity which the press en¬ 
joyed in reporting the proceedings of the 
legislatures would be restored; and 

(iv) The amendment to the Represen¬ 
tation of Peoples Act, which redefined 
corrupt practices and afforded protection 
to electoral offences by certain individuals 


by placing them beyond the scrutiny of 
the courts, would be repealed. 

The Acting President further stated that 
during the course of the year a compre¬ 
hensive measure would be placed before 
Parliament to amend the Constitution to 
restore the balance between the people 
and Parliament, Parliament and the 
judiciary, the judiciary and the executive, 
the states and the centre, the citizen and 
the government, that the founding fathers 
of the Constitution had worked out. 
This would include provisions to amend 
article 352 to prevent the abuse of the 
powers to declare emergency and of the 
relevant articles to ensure that President’s 
rule was imposed strictly in accordance 
with the objectives mentioned in the 
Constitution and not for extraneous 
purposes. 

freedom of expression 

The Acting President also announced 
that his government would take steps to 
restore to the media of publicity and 
information their due place in a demo¬ 
cracy. Steps would be taken to ensure 
that All India Radio, Doordarshan, the 
films division and other government 
media functioned in a fair and objective 
manner. 

Reflecting the promises made by the 
Janta Party in its election manifesto, 
the Acting President stated in his inaugu¬ 
ral address that in the economic sphere, 
the government was pledged to the remo¬ 
val of destitution within a definite time- 
frame of 10 years. The government 
would follow an employment-oriented 
strategy in which primacy would be given 
to the development of agriculture, agro- 
industries, small and cottage industries, 
specially in rural areas. High priority 


The Acting President pertinently noted 
in his address that nothing had roused 
public anger and resentment so much as 
the manner in which the family planning 
programme was implemented last year in 
several parts of the country. This, he 
felt, had caused a major setback to the 
programme which was vital for the wel¬ 
fare of the nation. He indicated that his 
government would pursue family planning 
vigorously but as a wholly voluntary 
programme and as an integral part of a 
comprehensive policy covering education, 
health, maternity and childcare, family 
welfare, women’s rights and nutrition. 

friendship with all 

Referring to external relations, the 
Acting President stressed that his govern¬ 
ment would honour all the commitments 
made by the previous government. It 
stood for friendship with all the neigh¬ 
bouring countries and other nations of 
the world on the basis of equality and 
reciprocity. It would follow a path of 
genuine non-alignment. 

His government, the Acting President 
further stated, would also give very 
special attention to the strengthening of 
ties and economic and technical coopera¬ 
tion with all developing nations and 
would be hosting in early April a meeting 
of the non-aligned coordinating bureau. 

The Acting President expressed satis¬ 
faction at the democratic process taking 
deep roots in the country. The people, 
he observed, had given a clear verdict in 
favour of individual freedom, democracy 
and the rule of law and against executive 
arbitrariness, the emergence of a perso¬ 
nality cult and extra-constitutional centres 
of power. The election, he further stat¬ 
ed, marked an important milestone in the 
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evolution of our democratic polity into 
a healthy two-party system.' 

* * 

Soon after the inaugural address of the 
Acting President to the two Houses^ the 
new Finance minister, Mr H. M. Patel, 
and the new minister for Railways, Mr 
Madhu Dandavate, presented their interim 
budgets for 1977-78. 

Mr Patel revealed that the provisions 
made in the next year's budget would 
entail an overall deficit of Rs 1,432 crores. 
Taking credit for special borrowings to 
the order of Rs 800 crores against drawal 
of foreign exchange reserves, on the 
assumption that such a borrowing would 
be non-inflationary as it was covered by 
increased imports of goods, he put the 
net deficit for the year at Rs 632 
crores. The deficit during the current 
financial year was estimated by Mr 
Patel at around Rs 425 crores, as against 
the budgeted deficit of Rs 378 crores. 

The total receipts at the current rates 
of taxation during 1977-78, Mr Patel indi¬ 
cated, would go to Rs 14,910 crores, as 
compared with Rs 13,759 crores in the 
revised estimate for 1976-77. The expendi¬ 
ture for the ensuing year would be 
Rs 15,542 crores, as against the current 
year’s revised estimate of Rs 14,184 crores. 
This position, he said, had resulted from 
an increase in both non-Plan and Plan 
expenditures. 

plan outlay 

Mr Patel descloscd that the total Plan 
outlay for 1977-78 would be Rs 9.953 
crores, as compared with Rs 7,852 crores 
in the budget estimates for 1976*77. The 
central sector of the Plan involved an 
outlay of Rs 5,053 crores and would 
make a draft on the central budget to the 
tune of Rs 4,096 crores. This compared 
with the 1976-77 outlay of Rs 4,090 crores 
and a budgetary support of Rs 3,347 
crores at the budget stage. The central 
assistance to states and union territories 
and for various programmes concerning 
the hill and tribal areas, the North- 
Eastern Council and Rural Electrification 
Corporation as well as the Andhra Six- 
Point Formula, Mr Patel said, amounted 
to Rs 1,692 crores. The corresponding 
figure for 1976-77 was Rs 1,412 crores. 

The Finance minister observed that the 


interim budget and the demands for 
grants were prepared on the basis of the 
directions given by the previous govern¬ 
ment. These, therefore, did not reflect the 
philosophy, policies and programmes of 
the new government. The full budget to 
be presented in the next few weeks would 
reflect the new government’s programmes 
and policies. He expressed government’s 
firm resolve to review the fifth Plan. 

The government, Mr Patel stressed, 
would work to reverse the rising trend in 
prices and to usher in a period of reason¬ 
able price stability. It viewed deficit 
financing with concern in the context of 
the 12.5 per cent rise in the wholesale 
prices index since March 1976. The 
government was of the firm view that 
financing of public expenditure in a 
manner which would generate inflationary 
pressures should be eschewed. 

emphasis on austerity 

The Finance minister revealed that he 
had directed that no new schemes should 
be taken up by the ministries at the centre 
and the public sector undertakings and 
no major commitments made till the 
government had completed a review of the 
fifth Plan. All ministries and public sector 
agencies, he added, would be asked to 
observe the utmost economy in expendi¬ 
ture, keeping in view the present govern¬ 
ment’s emphasis on austerity and avoid¬ 
ance of all forms of ostentation. 

The following are the highlights of the 
interim budget of the central government: 

(i) Receipts next year, net of states’ 
share of taxes and duties, are estimated 
at Rs 14,910 crores, and expenditure at 
Rs 15,542 crores, leaving a deficit of 
Rs 632 crores. 

(ii) Gross tax revenue is estimated at 
Rs 8,720 crores. The states’ share of taxes 
and duties will be Rs 1,788 crores. 

(iii) The net tax revenue of the central 
government will be Rs 6,932 crores, com¬ 
prising union excise duties Rs 3,453 
crores, customs Rs 1,587 crores, corpora¬ 
tion tax Rs 1,243 croros, income taxRs 327 
crores, and other taxes and duties Rs 322 
crores. 

(iv) Non-tax revenue, including interest 
and dividend receipts, will be Rs 2,347 
crores. Market loans are estimated at 
Rs 890 crores, external loans at Rs 894 


crores and loan repayments Rs 1,703 
crores. Small savings and provident fund 
collections together are placed at Rs 627 
crores. Other capital receipts are estimated 
at Rs 1,517 crores. 

development outlay 

(vi) The total estimated expenditure of 
Rs 15,542 crores comprises development 
outlay—Rs 8,920 crores (57 per cent), 
defence outlay—Rs 2,808 crores, interest 
payments—Rs 1,600 crores, statutory and 
other transfers to state and union terri¬ 
tory governments—Rs 781 crores, and 
other expenditure— Rs 1,433 crores. The 
development outlay of Rs 8,920 crores 
comprises Rs 5,508 crores on economic 
services, Rs 867 crores on social and 
community services and Rs 2,536 crores 
on assistance to state/union territory 
governments for development purposes 
as also Rs 9 crores of Plan expenditure 
included under general services. 

(vii) Resources transferred to state and 
union territory governments include 
Rs 1,788 crores of states’ share of taxes 
and duties, Rs 2,536 crores for develop¬ 
ment purposes and Rs 781 crores as 
statutory and other grants and loans. 

(viii) Plan outlay of Rs 5,788 crores is 
inclusive of central plan outlay (Rs 4,096 
crores), central assistance for state plans 
(Rs 1,525 crores) and union territory Plan 
provision (Rs 167 crores). The central 
Plan provision includes substantial alloca¬ 
tions to agriculture (Rs 495 crores), 
industry and minerals (Rs 2,058 crores), 
water and power development (Rs 246 
crores, including Rs 56 crores for the 
Rural Electrification Corporation pro¬ 
grammes in the state sector), transport 
and communications (Rs 702 crores) and 
social and community services (Rs 595 
crores). 

It remains to be seen how much econo¬ 
my the Finance minister would be able 
to effect in his regular budget for the 
ensuing year. Since deficit financing on 
any significant scale can be ruled out, 
taxation on a sizable scale on a selective 
basis may have to be resorted to if the 
Plan expenditure is not to be cut. 

* * 

The interim railway budget for 1977-78, 
presented by Mr Madhu Dandavate, 
revealed a surplus of Rs 26.45 crores, as 
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against the revised surplus of Rs 35.67 
crores for the current financial year and 
the 1976-77 budgeted surplus of Rs 8.98 
crores. 

The gross traffic receipts at the existing 
passenger fares and freight rates on the 
prospects of the passenger traffic growing 
in 1977-78 by six per cent and the 
originating revenue earning freight traffic 
going up to 217 million tonnes—11 
million tonnes more than anticipated in 
the current year—arc estimated at 
Rs 2,091.44 crores. 

working expenses 

The estimate of working expenses for 
the year has been placed at Rs 1,635.75 
crores. These expenses take into account 
the effect of annual increments to the 
staff and also provide for full year's effect 
in 1977-78 of the implementation of 
Miabhoy Award, removal of anomalies 
arising out of recommendations of the 
third Pay Commission and upgradation 
of certain non-gazetted posts for improv¬ 
ing their career prospects. Increased pro¬ 
vision has als ) been made for maintenance 
of track, rolling stock and other equip¬ 
ment for keeping them in good fettle and 
traffic worthy. Provision has also been 
made for additional fuel requirement to 
meet the projected higher level of 
traffic. 

Besides, appropriation to the deprecia¬ 
tion reserve fund has been raised to 
Rs 140 crores in keeping with the propo¬ 
sals accepted by the Railway Convention 
Committee in their deliberations. The 
contribution to pension fund has also 
been enhanced to Rs 40 crores to meet 
the anticipated higher withdrawals. Ex¬ 
penditure on open line works chargeable 
to revenue and miscellaneous tractions is 
expected to be Rs 23.67 crores. Dividend 
liability to general revenues for 1977-78, 
based on arrangements approved by 
Parliament for 1976-77, is estimated at 
Rs 225.56 crores. 

The revised estimates for the current 
year put the gross traffic receipts at 
Rs 1,987.55 crores—an increase of about 
Rs 32 crores over the original budget 
estimate. There was a saving of about 


Rs 3 crores in expenses this year, which 
are now put at Rs 1,548.23 crores. The 
railways, thus, are expected to close the 
current financial year with a net surplus 
of Rs 35.67 crores, against the modest 
surplus of Rs 8.98 crores anticipated in 
the budget. 

The final accounts for the year 1975-76 
indicate a deficit of Rs 61.11 crores or an 
improvement ofRs 1.7 crore over what 
was expected at the revised estimate 
stage. The indebtedness of the railways to 
the central exchequer is expected to go 
down at the end of 1977-78 to Rs 477.18 
crores. 

Mr Dandavatc stated that railways had 
been allotted Rs 503.8 crores for their 
works, machinery and rolling stock pro¬ 
gramme for 1977-78. This amount in¬ 
cluded Rs 2.8 crores to meet the working 
capital for manufacture of rolling stock 
for export, Rs 12 crores for investment in 
state road transport undertakings, Rs 10 
crores for the metropolitan transport 
projects and one crore rupees for invest¬ 
ment in the Indian Railways Construction 
Company Ltd. 

In the annual Plan for 1977-78, the 
share of new lines and restoration of dis¬ 
mantled lines was Rs 23.58 crores. Of 
this, Rs 21.68 crores were earmarked for 
the 16 project-oriented lines and Rs 1.9 
crores for 10 developmental lines. The 
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allocation for electrification projects is of 
the order of Rs 19 crores. 

Mr Dandavate has not yet proposed 
any changes in the passenger fares and 
frieght rates. If he intends to do so, 
he will do it in the regular railway budget 
to be presented in the next few weeks. He, 
however, announced that all those em¬ 
ployees who were dismissed or suspended 
during the 1974 railway strike would be 
reinstated unconditionally. 

(See details of the interim central and 
railway budgets in the Records and 
Statistics section.) 

* * 

The new government under the leader¬ 
ship of Mr Morarji Desai was partly 
sworn in on Saturday last and partly on 
Monday. The new members of Council 
of Ministers with their portfolios indi¬ 
cated against them are given below. 

No minister has yet been appointed for 
the ministries of Transport and Shipping 
and Planning. 

The council of ministers is likely to 
be expanded to its full strength of about 
42 members including junior ministers, 
in the next few days. Meanwhile the 
deputy chairman of the Planning Com¬ 
mission, Mr P.N. Haksar, has tendered 
his resignation. The Planning Commission 
is expected to be reconstituted soon. 

of Ministers 
Prime Minister 
Home Affairs 
Defence 

Information and Broadcasting 
Agriculture and Irrigation 
Chemicals, Petroleum and Fertilisers 
Works and Housing 
Law and Company Affairs 
Education and Social Welfare 
Railways 

Commerce, Civil Supplies and Cooperation 

Communications 

Tourism and Civil Aviation 

Finance 

Steel and Mines 

Health and Family Planning 

Energy 

External Affairs 
Industries 

Parliamentary Affairs and Labour 
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Unilever: managing an 

David a. ow international enterprise 


This is fits spssch delivered by Mr Orr, who is chairman, Unilever 
Ltd., at the Bombay Management Association, recently, describing 
the functioning of hie company* Mr Orr believes the influeuce 
of the multinational company to be for good because, according 
to him, it breeds locally professional management of international 
standards, gives access to international knowhow in technology 
and contributes to Investment capital of the host country. 


Twenty years ago I landed at Bombay, 
a young and far from experienced manager. 
Like several other managers in Unilever, 
I shall always be indebted to India for 
the valuable experience I gained here 
which has stood me in good stead in my 
later career involving the management of 
an international enterprise. 

I am glad that this evening I have an 
opportunity to share with you some 
thoughts on managing Unilever which is 
a truly international enterprise. 

Before I tell you about its management, 
let me outline briefly for you what Uni¬ 
lever is. Unilever is a group of 500 com¬ 
panies doing business in more than 75 
countries and employing over 300,000 
people. Our turnover in 1976 was £8,700 
million or Rs 13,000 crores and operating 
profit was £640 million or Rs 960 crores. 

There are businesses bigger than Uni¬ 
lever, there are businesses just as wide¬ 
spread, but it is doubtful if there are 
any that make and sell such a diverse 
range of products. Between them the 
operating companies of Unilever supply 
a wider variety of goods, in more coun¬ 
tries, to more people than any other 
manufacturing organisation in the world 
today. 

parent companies 

Unilever has two parent companies, 
Unilever Limited in London and Unilever 
NV in Rotterdam, but apart from that 
legal construction the whole concern is 
managed as one. Each Unilever director 
is on the board of both parent companies 
which are further linked by agreements, 
one of which equalises the dividends on 
ordinary capital. 

Practically all the capital of Unilever 
Ltd and Unilever NV is owned by mem¬ 


bers of the investing public in different 
parts of the world. In turn, one or other 
of the parent companies owns all the 
capital in most of the subsidiaries and a 
majority or a large part of it in the rest. 
This means that the parent boards have 
the total resources of the group at their 
disposal and, allowing for differences in 
the various countries, they can employ 
them in the interest of the business as a 
whole. 

Through its operating companies whose 
names and products are household words 
in the countries where they have been 
established for many years, Unilever does 
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business in or with nearly every country 
of the world. These vary from the United 
States, with the highest standard of living 
in the world, to remote territories which 
can hardly be said yet to have a standard 
of living at all. 

The Unilever board is a large one with 
over twenty members all of whom are 
executive directors with specific respon¬ 
sibilities. The job of the board is to 
draw up overall objectives, agree the 
growth we want, decide where that growth 
is most likely to be achieved, and how 
it should be financed. And then to 
allocate the scarce resources of people 
and money to achieve the objectives. 

The board is too large a body for 
effective action day to day. It therefore 
appoints from amongst its members a 


small committee to co-ordinate the whole. 
Important decisions are made by this 
special committee. This is the highest 
body within Unilever and consists of three 
people—the chairman of Unilever NV, the 
vice-chairman of Unilever Limited and 
myself. The decisions we make follow 
detailed consultation with the specialist 
advisory departments, the product groups 
and the regional managments. The essen¬ 
tial feature of this process is the constant 
dialogue between the centre and the ope¬ 
rating countries. 

management echelons 

The working out of detailed plans and 
the methods by which they are carried 
into effect is the concern of three main 
management echelons. 

First of all there is the Regional 
Management—directors and senior 
managers responsible for policy and 
administration within geographically 
defined areas. 

In Europe there are two regional direc¬ 
tors with national managements reporting 
to them. 

The overseas committee deals with 
countries outside Europe and North 
America, the export businesses and our 
plantations interests. 

Then we have the United Africa Com¬ 
pany International—a very diverse organi¬ 
sation operating a number of businesses 
often with technical partners, mainly in 
Africa, parts of Australasia and Europe. 
It is operated as a separate entity within 
Unilever. 

Then we have a system of product co¬ 
ordinations to look after our specialised 
knowledge and formulate policy in the 
different industrial groups. Each group 
of products is headed by a coordination 
who is one of the main board directors 
supported by a small team of specialists. 
Through the exchange of information 
and experience the scientific, technological 
and commercial knowhow relating to the 
relevant products is collected within the 
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coordination and is then available to all 
companies within Unilever. Where appro¬ 
priate, experience gained in one country 
is offered in other countries. 

The product groupings are edible fats 
and dairy products, sundry foods and 
drinks, animal feeds, chemical products 
and packaging, detergents and toilet pre¬ 
parations, plantations, transport and other 
interests. 

There is a good deal more logic in this 
collection of groups than might at first 
seem apparent. For instance, the oil 
bearing nut and fruit yield raw materials 
for both soapmaking and margarine. 
Treating the residual fatty acids led us 
into other chemical activities. The resi¬ 
dual meal brought us into cattlefeed and 
so on. 

Then we have those departments which 
give specialised advice and services to 
our companies around the world—finance, 
personnel, research and so on. These 
provide a range of specialised services 
which the units could not afford to pro¬ 
vide themselves. They also add to the 
cohesion of Unilever by ensuring uniform 
and high standards of corporate practice. 

Diverse as our operations are they have 
their roots in the consumer trade. Most 
of our products are bought everyday by 
housewives all over the world. In that 
sense we are close to the market place 
and the prime objective is to provide the 
consumer with the goods she wants at a 
price she can afford. 

minimum control 

Within the framework of agreed policy 
Unilever operating units, allowing for 
difference in each country, are as far as 
possible free to carry out their operations 
with a minimum of supervision and con¬ 
trol. 

The board through the special com¬ 
mittee directs the course of the business 
by three main controls. 

(a) Approval of annual operating plans 
and review of five year plans. 

(b) Review of capital expenditure. 

(c) Selection and pay of top manage¬ 
ment. 

To illustrate how this organisation 
functions, let me tell you something about 


the relationship between Hindustan 
Lever and Unilever. 

We have a five year plan which is pre¬ 
pared by Hindustan Lever and discussed 
and agreed with the centre. This is mainly 
to agree on the future direction of the 
business. This is a strategic plan entirely 
formulated by Hindustan Lever. Different 
parts of Unilever attempt to help the 
company to choose the optimum set of 
options. 

Then we have an annual operating plan 
which is again formulated in India. It 
sets out the objectives in the year ahead 
in the light of local operations and condi¬ 
tions. 

The other reviews we have are about 
(a) major capital investments which arise 
from the five year plan or annual plan 
and (b) the career development of senior 
management near about the board level. 

invisible web 

All these discussions are conducted 
among us as an international group of 
professional managers and not as share¬ 
holders dealing with a company. 

This has been made possible because 
of the understanding which has been 
acquired by people in London. Most 
members of the Unilever board have 
visited India and some several times. 
Some of them like me have worked here. 
And many of the senior managers in India 
have similar knowledge of their colleagues 
in London. Unilever's world is enclosed in 
an invisible web spun from long-standing 
friendships and mutual respect. It is this 
understanding that holds our diverse 
enterprise together and makes the success¬ 
ful management of an international enter¬ 
prise possible. 

When the chairman in Thailand faces 
a tricky technical problem, the man he 
contacts in London will probably know 
him reasonably well. They may have 
worked together in head office or say in 
the Philippines, or have met on a manage¬ 
ment course, or at one of the conferences 
we hold for senior management to thrash 
out major problems. They will hold an 
identity of outlook which cuts across 
race and nationality. Like our enterprise, 
our management is truly international. 

I have given you some idea of the orga¬ 


nisation and how it works. Let me now 
tell you something about the constraints 
under which a multinational organisation 
has to function. It cannot be denied that 
the activities of multinational companies 
are often viewed with concern by those 
who feel that because of their very growth 
and size they must carry undue power. 

I believe that these doubts are misplaced; 
that the multinational has no particular 
freedom that cannot readily be curtailed 
by a local government and that any influ¬ 
ence we multinationals have should be an 
influence for good. 

some constraints 

We are undoubtedly constrained by the 
pressures from host governments. These 
arise from economic and political factors 
which vary from country to country. Until 
a country reaches a stage where it has 
its own multinationals others are viewed 
with some awe and suspicion. 

Secondly there are pressures from inter¬ 
national agencies. So far no fewer than 
13 UN agencies have proposed codes of 
conduct to govern the activities of multi¬ 
national companies. To some extent this 
is a reflection of the general prejudice 
against large and profitable enterprises. 

Then of course there are the more seri¬ 
ous constraints of resources and of the 
span of control. By resources, I mean 
not only capital but, more importantly, 
good management. 

Now how do we cope with these cons¬ 
traints? 

The first step is to ensure that our busi¬ 
ness is conducted with integrity through¬ 
out the world. Without that no amount 
of professionalism or competence can 
ensure the successful survival of a large 
business. 

Secondly we try to harmonise our 
business to the interests of the various 
countries that we operate in. We make 
a special effort to find ways of adapting 
our activities to be in with the plans and 
policies of host governments, whilst still 
safeguarding the viability of the overall 
operation in the country—and indeed 
using this harmonisation as a means of 
strengthening the viability. For instance, 
in India Hindustan Lever is undertaking a 
major investment in heavy chemicals 
which is not our traditional business but 
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conforms to the areas of activity whiii 
the government of India would like to 
see companies like ours to be engaged 
in. 

Thirdly, we give a lot of importance to 
development of local management. We 
believe in local autonomy. The com¬ 
panies operate under their own names 
and market their own brands. Unilever 
as such markets nothing. We give as 
much responsibility as we can to the 
people actually operating our companies. 
We expect them to take responsibility, to 
be responsive to the needs of the local 
community, to operate with regard to the 
continuing health of the business and the 
interests of employees, customers and the 
community at large. 

development of ingenuity 

It is only by the centre placing confi¬ 
dence in the people running the various 
companies that one develops that sense of 
ingenuity and initiative so essential to a 
successful business. Our greatest strength 
is that we probably have the most effec¬ 
tive management talent on an internatio¬ 
nal basis of any multinational company. 

I have said that I believe the influence 
of the multinational company to be an 
influence for good. Let us have a look at 
what multinational contributes. 

First of all I think an international 
organisation breeds locally professional 
management of international standards. 


national boundaries and our scientists and 
technologists benefit considerably from 
their being part of a specialist internatio¬ 
nal body. Thus an international organi¬ 
sation cannot only provide knowhow but 
facilitate continued updating of knowhow. 

investment capital 

A third contribution which an inter¬ 
national organisation can make to a host 
country is the investment of capital. Such 
flow of capital requires an attitude of 
trust and confidence on both sides. But 
let me explain why such flow of capital is 
desirable from the point of view of deve¬ 
loping countries. Whilst multilateral aid 
through official government to government 
channels and agencies like the World Bank 
is very sizeable, it is still not adequate 
for sufficiently rapid rate of growth. The 
World Bank has calculated that the wes¬ 
tern developed nations would have to 
contribute 0.81 per cent of their GNPs to 
meet the external capital needs of deve¬ 
loping countries. As against this the pre¬ 
sent figure is only 0.33 per cent and this 
is actually expected to decline as a percen¬ 
tage to 0.24 per cent by 1980. Therefore 
private foreign capital will be required to 
make up the gap. 

Furthermore although multilateral aid 
may appear cheaper one cannot ignore 
the fact that most of it has to be disburs¬ 
ed as well as utilised through bureaucra¬ 
cies in different countries which are not 
equipped to use them with optimum effi¬ 


ciency. The cost of delay and reduced 
effectiveness often more than offset the 
apparently cheaper cost of such capital as 
compared to private investment. 

Of course we recognise that multinatio¬ 
nal companies have also an obligation to 
ensure that by their conduct they help to 
create the necessary confidence in host 
countries so that there investment will be 
welcome. And as a country grows econo¬ 
mically stronger and more secure it will 
find it possible to accept with confidence 
the investment of private capital through 
private international organisations as 
well. 

intangible benefits 

Let me conclude by saying that as dis¬ 
tinct from what a multinational contri¬ 
butes to a developing country, it also 
derives some benefit other than the tangi¬ 
ble ones. The main benefits is of exchange 
of experience. For instance our experience 
in India is of great benefit to us in evolv¬ 
ing our policies in many parts of the 
world in diverse matters such as manage¬ 
ment development, coping with the invest¬ 
ment, R&D, evaluation of investments 
and a host of other things. Thus the asso¬ 
ciation with developing countries enriches 
the total management of an international 
enterprise in many tangible ways. And 
if I may end on a personal note my ex¬ 
perience in India helped me a great deal 
in understanding and dealing with pro¬ 
blems from several parts of the world. 


This is achieved through exchange of 
experience and exchange of personnel. The 


development of an international outlook 
in management makes it more receptive 
to change and progress. Quite often 
managers leave us to make a contribution 
outside the business. In India itself 
Hindustan Lever’s senior managers have 
taken up several responsible jobs in the 
national sphere. 

A second contribution is the access to 
international knowhow in technology and 
in management of resources. Here again 
Hindustan Lever is one of the few com¬ 
panies of its type in India which has 
invested so much in R&D and benefited 
considerably. The inspiration and the 
initial training of the scientists in indus¬ 
trial R&D was a contribution from the 
international business. Science knows no 
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POINT OP VIEW 


PVC compound in the small-scale sector 

Ram Prakash 


This articls attempts to explore the possibility and the need for 
manufacturing PVC compound in the small-scale sector to remove 
its shortage in the country. Mr Ram Prakash is Lecturer and 
Research Scholar In Commerce, Meerut University. 


The PVC compound (Poly Vinyl Chloride) 
is an important chemical (plastic) which 
is widely used as an industrial raw mate¬ 
rial in the production of PVC insulated 
house wiring cables, footwear, conduit 
pipe, flexible tape, rigid rope, plastic 
toys, food and pharmaceutical packaging, 
domestic utensils, etc. Thus, PVC com¬ 
pound enjoys a huge demand in Tndia. But 
the indigenous production of the com¬ 
pound is too insufficient to meet the de¬ 
mand as it is being manufactured by a few 
large scale companies, e.g. Chemplast, 
NOCIL and Shri Ram Vinyls (DCM). 
Consequently, every year India has to 
import the PVC compound. 

The PVC compound can be manufac¬ 
tured in small scale sector in three steps 
given below: 

Premixing: This is the first step 
in the manufacturing process of PVC 
compound wherein all the ingredients are 
mixed to a high degree of homogenization 

Table I 

Production of PVC Compound in India 


ingredients except the plasticisers i.e. 
(PVC resinX stabilizers, fillers and lubri¬ 
cants are put into the machine. The 
plasticizers are sprayed through a nozzle 
at the top of the machine in order to 
prevent the agglomeration. The mixing 
circle takes usually 20 to 30 minutes per 
batch. In this process the PVC resin 
absorbs the plasticizers at a certain tem¬ 
perature. There is no hard and fast rule 
regarding this temperature because it 
depends on the formulation i.e. the type 
and amount of various ingredients used. 

Premixing can be carried out even 
by hand. But it is unlikely to give good 
results. 

Fusion or gelation: The second step, 
which is fusion or gelation, homogenizes 
the premixed material completely. The 
aim of this step is to mix all the ingre¬ 
dients perfectly at an elevated tempera¬ 
ture in order to obtain the homogenous 
product. 

The fusion is carried out by an ex¬ 
truder as shown in Figure 2. The shaft- 


screw rotates and oscillates in the barrel 
of the extruder by a motor. The mixture 
of the ingredients moves forward along 
with the shaft as the shaft moves ahead 
and some of the material comes back when 
the shaft moves back. This movement 
of the shaft in the forward and backward 
direction along with the material generates 
heat, which in turn, raises the temperature 
moderately in the barrel. At this moderate 


Table II 

Quantity & Value of Import of PVC 
Compound 


Year 

Quantity 
in tonnes 

Value 
’000 Rs 

1968-69 

1,396 

3,431 

1969-70 

161 

483 

1970-71 

23 

174 

1971-72 

208 

223 

1972-73 

120 

643 

1973-74 

301 

1,490 

1974-75 

372 

2.847 

1975-76 
(April to Dec) 

88 

8,86 


Note: Complied by Commerce Research Bureau. 
Bombay & Monthly Statistics of Foreign 
Trade of India. Deptt. of Commercial In¬ 
telligence. Calcutta. 


Year 

Production in 
tonnes 

1966 

10,800 

1967 

13,600 

1968 

17,560 

1969 

34,400 

1970 

38,700 

1971 

42,500 

1972 

46,835 

1973 

48,486 

1974 

47,432 

1975 

42,884 


at room temperature or slightly elevated 
temperature, which is essential to obtain 
the compound of high quality. 


The premixing can be carried out on 
low friction machines, i.e., Gardener- 
mixer as shown in Figure 1. It con¬ 
sists of a C U* shaped trough fitted with 
wings which rotate continuously. All the 
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temperature fusion takes place i.e. all 
the components are mixed completely. 
Thus, the PVC compound is formed by 
fusion. It is forced to pass out con¬ 
tinuously through a die fitted at the end 
of the extruder and strips of the. PVC 
compound are drawn out from the die 
as shown in Figure 2, 

Pelletizing or granulation:—The third 
and the final step is the granulation which 
converts the gelled PVC compound into 
small particles of suitable size and shape 
for feeding to various processing machines. 
The gelled PVC compound may be cut 
into cubes of 2 to 3 mm size cylinders, 
chips (granules) etc. The strips of the 
PVC compound arc passed through a 
water tank and then fed to a cutter. The 
rotating knives in the cutter cut the strip* 
of PVC compound into small pieces which 
are collected in a container. Thus the 
final product — the PVC compound in 
the form of small pieces—is formed and 
ready for different end uses. 

The demand of the PVC compound is 
going to increase steeply in the near future, 
as high capacity and production targets 
have been envisaged in the fifth Plan for 
the various industries using this compound 
as a ‘raw material’. Some of the indust¬ 
ries in which PVC is used are detailed 
below : 

Electrical cable industry : The annual 
Plan target for the PVC wires and cables 
industry has been set at 450 MCM. j- The 
demand for electrical cables by the 
end of the fifth Plan period has been 
estimated at 36,000 kms, whereas the 
production of the cables was 26,000 
kms in 1975 in which a major portion 
was of the PVC (compound) insulated 
cables. The draft of the fifth Plan 
projects the capacity target of elec¬ 
trical cables at 12,50,000 kilometers by 
1978-79.* 

Rubber footwear industry 

production in 1974-75 was 


Ingre¬ 

dients 


Table IV 

Raw Materials Required for Feeding 350 kg Plant 


Name of raw material 

Quantity kg 

Rate per kg 

Amount in Rs 

1. PVC Resin 

165.00 

8.00 

1,320 

2. Plasticizer (Primary) 

53.00 

16.00 

848 

3. Platicizer (Secondary) 

40.00 

5.00 

200 

4. Stabilizer 

10.00 

15.00 

150 

5. Fillers 

80.00 

2.50 

200 

6. Lubricants 

3.50 

10.00 

35 

Total 



2753 


The actual 
38.80 million 


pairs. The target of capacity fixed for 
1978-79 is 57 million pairs and produc¬ 
tion at 50 million pairs.f 

Rural electrification and housing 
schemes : An ambitious programme for 
rural electrification and housing has been 
envisaged in the fifth Plan. The draft 
proposes to raise the level of rural elec¬ 
trification from about 1,40,000 villages to 
about 2.5 million villages and energis¬ 
ing of irrigation pump-sets from 2.5 mil¬ 
lion to four million. 

Many social housing schemes have 
been proposed in the fifth Plan. An outlay 
of Rs 580 crores has been provided and 
a total number of 8,82,661 houses has 
been sanctioned for construction.** 

All these schemes will need more and 
more PVC electrical cables which, in turn, 
will require a large quantity of PVC 
compound. Keeping in view the growing 
demand of the PVC compound, high capa¬ 
city and production targets have been set. 

The target capacity for PVC compound 
for 1978-79 has been fixed at 71,100 ton- 
ncsf and production target at 55,000 ton¬ 
nes. 

Capital investment required : The capi¬ 
tal investment required for purchasing 
plant and raw materials is considerably 
high for the small-scale industry. An 
imported complete PVC compounding 
plant, Japanese or German made, costs 
about Rs 1,00,000 or more. Some chea¬ 
per Indian plants are available e.g. RC 




Granules of 
PVC com - 



100 twin screw extruder manufactured by 
R.H. Windsor (India) Ltd, Thane. To re¬ 
duce the initial capital investment in plant 
and machinery, instead of buying the 
complete compounding plant, imported or 
Indian, it is suggested that component 
machinery should be purchased from local 
engineering manufacturers by giving own 
specifications. These components can be 
assembled easily. The PVC compounding 
unit assembled in this way will cost much 
less than that purchased whole. The 
details of the investment required for lo¬ 
cally assembled plants is given in Table III. 

Table 111 

Investment Required for Locally Assembled 
PVC Compounding Plant 

Amount in Rs (Approx) 


Ptf° und 


1. Extruder (Including motor) 

2. Cutter 

3. Mixer 

4. Thermostat 

5. Water tank 

Total Rs 


5,000 

1,500 

3,000 

500 

300 

10,300 


Purchase of raw material : The produc¬ 
tion capacity of the above mentioned 
plant is about 350 kg per day for which 
the raw materials required are given in 
Table IV above. 

An amount of Rs 2,753 per day is 
required for the purchase of raw mate¬ 
rial* which is beyond the scope of a small- 
scale entrepreneur. The only way to 
achieve the high production targets pro¬ 
posed in the fifth Plan and for import 
substitution of the PVC compound is 
that the government should encourage the 
indigenous production of the PVC com¬ 
pound in small the scale sector by provid¬ 
ing a package of assistance to this sector. 




76, p. 26 


t Eastern Economist Annual No. 1977, pi366,1275, 
1274. 


*Udyog Vynpar Patrika, New Delhi, Aug 
** Yojana J 5-3! Dx. 76, p 17 
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A time of change for 

Japanese business 


This abstract from reports prepared recently by Rikizo Komaki, the 
Chase Manhattan Banks economist in Japan, is reproduced here by 
courtesy International Finance, Issued bi-weekly by Chase's Economics 
Group. 


With the resolution of some political and 
economic uncertainties, business con¬ 
fidence has picked up in recent weeks and 
Japan's economic outlook for 1977 is now 
somewhat brighter than it was several 
months ago. But strong optimism would 
still be premature. Whether or not the 
Japanese economy can be set upon a steady 
growth trend largely hinges on the govern¬ 
ment’s near-term economic policy and its 
effective implementation. 

Economic policy is typically expressed 
in the government’s budget. Although 
the budget for fiscal 1977 has yet to be 
approved by the Diet, it provides a basis 
for assessing economic prospects for the 
year. Clearly, the government is torn 


expected to accelerate to 6.9 per cent from 
3.8 per cent in fiscal 1976. Although fiscal 
policy is being kept only faintly stimula¬ 
tive, the authorities apparently anticipate 
a strong autonomous recovery of the 
private sector. Present indications are 
that this may be rather optimistic. 

The key question involves private capital 
outlays. Official estimates of a 3.8 per 
cent increase in private investment during 
fiscal 1976 may prove to be high, and 
most of the gain was recorded by the non¬ 
manufacturing sector. Among the manu¬ 
facturing industries, iron and steel com¬ 
panies were the largest investors last year. 
However, these companies will significantly 
reduce their investments this year with the 


nuing financial difficulties experienced by 
regional governments, which account for 
roughly one half of total public invest¬ 
ment. 

Private consumption—the largest com¬ 
ponent of GNP, accounting for about 50 
per cent of the total—is projected to ex¬ 
pand 5.4 per cent in real terms during 
fiscal 1977. Wage increases in the spring 
labour negotiations are expected to be lar¬ 
ger than last year’s average of 8.8 per cent, 
and are likely to reach some 10 per cent 
because of improved business earnings. 
At the same time, inflation is expected to 
moderate further. Last year, cold weather 
led to very poor crops, especially in nor¬ 
thern Japan, and thus contributed both 
to a decrease in personal income and to 
cutbacks in consumption expenditures. 
Barring a return of bad weather, a 5.4 per 
cent increase in real personal consumption 
seems an attainable target. 


WINDOW 

ON 

THE WORLD 


between the need to stimulate the eco¬ 
nomy and its desire to avoid worsening 
financial pressures caused by cumulative 
fiscal deficits. The result has been a com¬ 
promise budget which is only moderately 
stimulatory. 

The government’s economic assump¬ 
tions for fiscal 1977project areal increase 
of seven per cent in government spending 
and 6.7 per cent growth of real GNP. 
Thus, government expenditure will have an 
almost neutral impact on economic growth. 
All the components of private-sector ex¬ 
penditure are forecast to accelerate subs¬ 
tantially. In particular, the real increase 
in private investment in new equipment is 


completion of some long-range blast fur¬ 
nace construction projects, and also 
because of weak future prospects for 
demand. And in view of substantia] idle 
capacity in most industries and unclear 
prospects for profits, business firms in 
general are not likely to increase significan¬ 
tly their capital spending unless confidence 
concerning future economic growth is 
strengthened. 

All in all, official forecasts of a 6.9 per 
cent increase in real private equipment 
investment may prove difficult to achieve. 
Moreover, the projected 9.9 per cent rise 
in real public-sector investment may have 
to be discounted somewhat due to conti¬ 


realistic projection 

On balance, growth of real GNP may 
pick up slightly in fiscal 1977 from the 
year before, but not as much as officially 
forecast. Under existing circumstances, 
real growth of about six per cent appears 
to be a realistic projection. 

Dramatic changes have taken place in 
the structure of Japanese industry over the 
past two decades, during which the Japa¬ 
nese economy grew at an average annual 
rate of 10 per cent. Some industries grew 
much faster than 10 per cent, while others 
lagged behind the overall economic ex¬ 
pansion. Changes now taking place with¬ 
in the framework of a slower-growing 
economy will be more painful than in the 
past, and some industries will shrink sub¬ 
stantially or even disappear. These deve¬ 
lopments are of vital importance for 
Japan’s banking system, which itself will 
undergo significant changes. 

The 1974-75 recession was unquestion¬ 
ably the worst in Japan’s post-war history. 
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Profits of manufacturing industries dr p- 
ped sharply for two consecutive years, 
something that had never been recorded 
before. In such sectors as textiles and 
iron and steel, not only individual com¬ 
panies but the industry as a whole opera¬ 
ted at a loss—a new experience for Japa¬ 
nese business. 

The ratio of profits to total assets, which 
had never dropped below 1.7 per cent, 
plummeted to 0.7 per cent in the second 
half of fiscal 1974. The extreme deteriora¬ 
tion was the result of a sharp drop in the 
profit/sales ratio—which declined from 
5.9 per cent in the first half of fiscal 1973 
to 1.2 per cent in the second half of fiscal 
1974. This severe profit squeeze was the 
result of several factors. 

In the past, the valuc-added/sales ratio 
for manufacturing industries tended to be 
higher during periods of recession, beca¬ 
use prices of inputs would decline more 
sharply than the prices of a company’s 
output, or output price would rise more 
than input price. These relative price 
movements supported the profit/salcs ratio 
of manufacturing industries in times of 
recession. After world oil prices soared, 
however, the situation changed completely. 
In fiscal 1974, input price went up as much 
as 28.8 per cent, while output price rose 

21.3 per cent. In other words, sharp in¬ 
creases in costs of materials could not be 
passed on, resulting in a deterioration of 
the value-added/sales ratio. 

decline in profits 

The profit/value-added ratio, or the 
profit share, normally fluctuates widely 
and is the major factor causing deteriora¬ 
tion of ihe profit/sales ratio during a reces¬ 
sion. The decline of the profit share was 
particularly sharp in the last recession— 
from 19.5 per cent in fiscal 1973 to 13.1 
per cent in fiscal 1974, and to an estimated 

10.3 per cent in fiscal 1975. The value 
added by industry is divided among pro¬ 
fits, labour, depreciation, and interest. A 
decline in the profit share thus implies a 
corresponding increase in some other 
shares. 

In contrast to the profit share, the labour 
share generally increases during recession. 
Until about 1970, the labour share re¬ 
mained at 47 per cent, 50 per cent of value 
added. But it has risen sharply since then, 


and is estimated to have topped 58 per 
cent in 1975. The share of depreciation, 
on the other hand, was stable at around 
13 to 14 per cent until about 1972. But 
this share declined to the 11 per cent level 
after 1973, because of the relative decline 
in the book value of depreciable assets 
due to inflation and a drop in the rate of 
depreciation reflecting a stagnation of fixed 
investment and a deterioration of profits. 

One peculiarity of the distribution of 
value added in Japan is the high share of 
financial cost or interest payments. This 
fluctuates between 11 per cent and 14 per 
cent, rising at times of tight money. After 
reaching a low of 10.9 per cent in 1973, 
a time of extremely easy money and an 
economic boom, the interest-payment 
share of value added rose to an estimated 

14.3 per cent in 1975, matching the high 
reached in the 1975 recession. 

shift in factors 

To sum up, the recent recession was 
different in many ways from previous reces¬ 
sions. Its seriousness was reflected in an 
extreme deterioration of business profits. 
More important, however, were the shifts 
in the factors behind decreased profits. 

The value-added/sales ratio, which in 
past recessions had tended to rise, decli¬ 
ned. This—together with a deterioration 
of the profit share in value added, which 
dropped to a new low—caused the profit/ 
sales ratio to dip to a level far below the 
bottom line of the past. The labour share, 
in contrast, rose to an unusually high 
level as the direct result of slower produc¬ 
tivity growth and accelerated wage increa¬ 
ses. The depreciation share dropped, 
after having been stable for many years. 
This presents new problems, since it 
reflects inflation and insufficient deprecia¬ 
tion on the one hand and decreased invest¬ 
ment on the other, which will eventually 
result in a further deceleration of produc¬ 
tivity growth. The high financial-cost 
share is not a new phenomenon, but is 
especially burdensome at a time of slow 
sales growth. 

The decline in the value-added/sales ratio 
reflects the fact that a recession may now 
be worsened by increases in the prices of 
raw-material inputs. In the past, when a 
recession caused input prices to decline 
more sharply than output prices, it was 


reasonable to maintain the level of opera¬ 
tions so as to absorb fixed costs. Now, 
many firms tend to curb operations beca¬ 
use of high input prices while attempting 
to accelerate the rise in output price. 
Moreover, efforts are being made to avoid 
increases in fixed costs by cutting invest¬ 
ment outlays. 

Looking ahead, business will have to 
tackle the difficult task of cutting labour 
cost. This will provide an incentive for 
investment in labour-saving equipment, 
but will also foster a conservative attitude 
toward expansion of facilities because of 
Japan’s rigid labour market structure. 
Over the longer run, the lifetime employ¬ 
ment system must gradually begin to give 
way to a more flexible labour market. 

Of immediate importance for the bank¬ 
ing industry, however, is the impact of 
business efforts to reduce financial cost. 
To raise the share of profits in value 
added, either the labour share or the 
interest-payment share will have to be 
reduced. Bussincss will try both. 

Commenting on the prospects for the 
year. Chase’s Economic Group discusses 
probabilities of Japanese government 
policy in another brief report. The slide 
in the value of the Japanese yen last fall 
reflected concern over the country’s 
future export performance, growing un¬ 
certainty as to the internal stability of 
the Liberal Democratic Party, and anti¬ 
cipation that the price of oil would be in- 

Japan’s trade surplus 

billions of dollars 



1973 74 75 76 77 proj. 
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creased by at least 10 per cent. The strength 
of the yen over the past several months 
stems from both a change of expectations 
regarding those factors and an additional 
element—a widely shared belief that the 
Japanese government would react to the 
US argument that the strong-currency 
countries must carry a larger proportion 
of the aggregate current account deficit 
that is the counterpart to the continuing 
OPEC surplus. 

A key clement in market preceptions — 
and most likely in the current thinking 
of Japanese policymakers— is the conti¬ 
nuing strong performance of Japan’s 
exports. After a slump in November, 
the trade surplus for the December- 
January period rebounded to an annual 
rate of over $12 billion on a seasonally 
adjusted basis. Although this rate will 


not be maintained, a trade surplus for 
calendar 1977 of about $9 billion seems 
likely, not much less than the record $9.9 
billion posted last year. This projected 
trade surplus, which is larger than the 
official estimate, is based in large part on 
forecasts of the rate of growth of Japanese 
demand. If the projected government 
budget is not changed, real growth of 
GNP fiscal 1977 (ending in Mach 1978) 
should be about 0.5 percentage points 
less than the 6.7 per cent rate currently 
forecast by the government. 

There are two main ways the Japanese 
government can respond to foreign pres- 
ure to reduce this overall trade surplus. 
One would be to adopt a more expan¬ 
sionary fiscal-monetary stance. The other 
would be to aim for a stonger yen. The 


latter response is likely to be easier to 
accept. Japanese policymakers are highly 
sensitive at this time to the costs of higher 
rates of inflation and are hesitant to 
increase the already large public-sector 
borrowing requirement. Then, too, the 
need to restrict exports of certain products 
to the United States and the European 
Community provides an additional argu¬ 
ment for accepting a stronger yen, since 
the possibility of higher dollar prices on 
these exports would counteract the effect 
of an appreciated yen on export profit 
margins. The current strength of the yen 
thus appears to be more than just a pas¬ 
sing fancy of the market. But in view of 
the difficulty cf forecasting the volume of 
Japanese exports, it would be rash to 
project this strength very far into the 
future. 


India and ASEAN : scope for 

A Special Correspondent and limits to cooperation 


While there was a certain trend towards diversification of our exports 
to the ASEAN # our imports from this region are limited to a few 
traditional items, which is a limiting factor on mutual trade . To finance 
the import of machinery from India , these countries could in return 
export the products of these machines to our country . 


In an endeavour to promote export 
oriented economy and thus increase 
opportunities for industrial growth, a new 
trend towards development of economic 
ties with the five south Asian countries 
constituting the ASEAN has become visi¬ 
ble during the last few months. 

The recent development in ASEAN 
which are likely to promote closer coope¬ 
ration between the member-countries and 
to create favourable conditions for the ulti- 


achievement of a higher per capita GNP 
growth rate by these countries than by 
the other nations of the region. The 
ASEAN countries are poised towards 
m >re rapid development during the com¬ 
ing years ‘‘taking-off” from their tradi¬ 
tional structure. New steps have been 
initiated to strengthen the complemen¬ 
tarity of their national economies and to 


develop a number of industries using joint 
efforts. 

Quite naturally India is eager to get 
some advantages from the emergence of 
a new economic system in her neighbour¬ 
hood. Until recently our trade with the 
ASEAN countries was rather insignificant 
—at the beginning of 1970’s its turnover 
was about Rs 60 crorcs. But during sub¬ 
sequent years some major efforts under¬ 
taken by Indian companies in this region 
resulted in a 3.5-fold increase in this figure. 
We have greately diversified our exports to 
the countries of the region putting greater 


Table I 

Basic Economic Indicators of ASEAN Countries 


mate establishment of an Asian common 
market have on their part contributed to the 
strengthening of the above trend. Though 
ASEAN was formed a decade ago, the 
prerequisites for its development into an 
integrated economic organism have now 
started developing properly. 

At present this alliance embraces a 
population of 220 million and has the 
total GNP of more than $50 billion. The 
economies of the member countries have 
been steadily developing during the last 
decade or so which has resulted in the 


Countries 

Population 

(000,000) 

(mid-1973) 

GNP at market prices (1973) 

total amount per capita 

(Billion ?) (?) 

GNP per capita 
growth rate 
1965-73 

Indonesia 

124.4 

15.9 

130 

4.5 

Philippines 

40 2 

11.2 

280 

2.6 

Thailand 

39.4 

10.6 

270 

4.5 

Malaysia 

11.3 

6.5 

570 

3.7 

Singapore 

2.2 

4.0 

1,830 

9.4 

All ASEAN countries 

217.5 

48.2 

222 

N.A. 


Source : World Bank Atlas. 
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accent on the growth of engineering goods 
exports. 

The major contribution to the growth 
of our engineering exports to these coun¬ 
tries has been made by Indian companies 
establishing joint ventures in this region. 
Due to the restrictions imposed by our 
government on cash investments in joint 
ventures abroad these companies were 
buying their shares in the joint companies 
by supplying machinery and equipment. 

By the middle of 1970’s Indian com¬ 
panies found themselves faced with seri¬ 
ous monetary resource problems while 
starting new joint ventures in the ASEAN 
countries. To meet their demand the 
government has cased the restrictions on 
cash investments abroad particularly to 
the ASEAN countries thereby hoping to 
give a new boost to our companies* 
expansion in this region. 

While there was a certain trend towards 
diversification of our exports to the 
ASEAN countries, our imports from these 
countries are still depending on a few tradi¬ 
tional items. Two of them “-rice (from 
Thailand) and tin (from Malaysia)— 
account for more than 55 per cent of 
their total value. 

Thus, diversification of India’s imports 
from the ASEAN countries is of prime 
importance if any form of economic inte¬ 
gration by India with these countries is 
contemplated. 

This is not an easy task as under the 
conditions prevailing in the economies of 
these countries during last few years there 
is marginal scope for increased Indian 
purchases of non-traditional goods from 
the ASEAN countries. 

The way out can be found by the 


utilisation of our machinery and equip¬ 
ment in the construction of industrial 
projects in the ASEAN countries and 
payment for this machinery being made 
in the form of the supply of the produce 
of these machines to India. The ASEAN 
countries’ share in India’s foreign trade 


turnover is now about 2.5 per cent, i.e. 9 it 
is even larger than that of Philippines which 
is a full-fledged member of this alliance. 
If some practical steps are taken in the 
near future the chances of closer coopera¬ 
tion between India and the ASEAN can 
be quite considerable. 


Table TII 

Major Commodities in India’s Exports to the ASEAN Countries—1975-76 


Commodities 

Amount 
(Rs crores) 

% to total 
India’s export 
to the ASEAN 
countries 

% to the 
total India’s 
exports 

Machinery and transport equipment 43.22 

26.5 

16.9 

Sugar 

31.80 

19.5 

6.7 

Iron and steel 

1.58 

4.7 

6.5 

Manufacture of metals 

7.27 

4.4 

8.9 

Aluminium 

4.86 

2.9 

89.7 

Onions and spices 

9.53 

5.8 

12.7 

Source : (1) “Statistics of the Foreign Trade of India by Country and Economic 

Regions”, 1975-76. 




(2) “Monthly Statistics of the Foreign Trade of India”, March 1976, Vol. I. 


Table IV 



Major Commodities in India’s Imports from the ASEAN Countries 

1975-76 

Commodities 

Amount in 

% to total 

% to the 


(Rs crores) 

India’s imports 

total india’s 



from the ASEAN 

imports 



countries 


Rice 

16.89 

31.9 

37.1 

Tin 

13.84 

26.3 

99.4 

Ores and concentrates of cooper 

3.62 

6.8 

97.2 

Ores and concentrates of tungsten 

1.27 

2.4 

95.1 

Machinery and transport equipment 1.88 

3.5 

0.2 


Source : (1) ‘‘Statistics of the Foreign Trade of India by Country and Economic 
Regions” 1975-76. 

(2) “Monthly Statistics of the Foreign Trade of India”, March 1976, Vol. II. 


Table II 


India’s Trade with the ASEAN Countries (Rs in lakhs) 




1970-71 



1974-75 



1975-76 


Exports 

Imports 

Balance 

Exports 


Balance 

Exports 

Imports 

Balance 

Indonesia 

410 

25 

385 

509 

264 

245 

5,202 

344 

4,858 

Singapore 

1,763 

117 

1,646 

3,743 

723 

3,020 

5,113 

1,162 

3,951 

Malaysia 

1,174 

575 

599 

2,926 

1,120 

1,806 

3,235 

1,429 

1,806 

Thailand 

571 

948 

—377 

1,235 

227 

1,008 

1,589 

1,913 

—324 

Philippines 

136 

98 

38 

401. 

97 

304 

1,156 

446 

710 

All ASEAN countries 4,054 

Share of ASEAN countries 

1,763 

2,291 

8,814 

2,431 

6,383 

16,295 

5,294 

11,001 

in India’s total trade (%) 

2.6 

1.0 

— 

2.6 

0.5 

— 

4.1 

1.1 

— 


Sources: (1) “Eastern Economist ”, Annual Number 1974. 

(2) “Statistics of the Foreign Trade of India by Country and Economic Regions”, 1975-76. 
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Who are the heroes of 

the emergency? Apart, that is, from the 
leading political opponents of the erst¬ 
while regime, who are now basking in 
the acclaim of the public, while their 
rank-and-file, as always happens with all 
rank-and-file, will of course remain 
unsung and even unnoticed. A few of 
these other heroes are named here: 

Mr Viren Shah, who packed up a suit 
case on the day the emergency was 
declared, fearing the worst and p/eparing 
to face it; 

Mr Ramnath Goenka, who fought and 
won the battle for the rig it a citizen has 
in a democracy to own and run a news¬ 
paper of his choice; 

Mr C.R. Irani, who proved that he 
could make Mr V.C. Shukla choke on 
his own vomit when the latter tried to 
swallow The Statesman ; 

The octogenarian Mr K. Santhanam, 
who kept on bombarding, resolutely and 
most of the time without response, the 
editorial sanctums of newspapers with 
statements for publication, denouncing 
the destruction of the norms and decen¬ 
cies of democratic politics and govern¬ 
ment ; 

Mr Kuldip Nayar, who, within hours 
of the imposition of press censorship, 
stood up and spoke for freedom of 
information and promptly became the 
central figure in a cause celebre; 

Mr V.K. Narasimhan, who made The 
Indian Express the conscience-keeper of 
that part of the press which was struggl¬ 
ing to remain free; and 

Mr Murlidhar Dalmia, who employed 
his unyielding courage, nimble mind and 
unrivalled knowledge of the ways and 
by-ways of law to the full in a court 
fight with Mr Bansilal and succumbed to 
the latter’s private vendetta only when 
the highest in the land proved unwilling 


or unable to call a halt to the ex-Defence 
minister’s official campaign of aggression 
against a private citizen. 

This list, of course, is artificially short 
(for reasons of space) and the selection 
may be highly subjective (with less 
reason, perhaps). Nevertheless, it is 
worthwhile to mention these people 
when we are trying to count the gains 
of the end of the emergency. I should 
perhaps refer too to the many members 
of the judiciary who did their duty 
bravely and conscientiously and were 
punished or penalised in many ways for 
daring to throw the book at the establish¬ 
ment. In a lighter vein, I pay my 
tribute also to those nameless doctors 
who issued fals? vasectomy certificates 
freely, but not without a fee, to all those 
government, municipal or other public 
or semi-public employees who were asked 
to produce those papers if they wanted 
to keep their jobs. 

If there are to be heroes, 

there have to be villains. The latter are 
a necessary evil, like bull-dozers to 
urban beautification — ask, you know 
whom. Two of the villains were speci¬ 
fically referred to in the foregoing 
passage. But there are villains and 
villains. Not all of them are murderous. 
Some of them are merely clownish. Mr 
Khushwant Singh perhaps belongs here. 
Clever as a monkey, he surely ought to 
have seen at once that the moment he be¬ 
gan writing that long explanation about his 
editorial behaviour during the emergency 
he was in effect shouting, as the Tamil 
saying goes, that his father was not 
hiding in the haystack. 

There is no ‘perhaps’ in the case of 
Mr G.K. Reddy of The Hindu . A colleague 
asked me a little while ago whether I had 
read Mr Reddy’s fulsome tribute to the 
new rulers. I haven’t yet. But there is no 
need. Never had a newspaper management 


MOVING 
FINGER 


a more conforming employee. This kind 
of mental discipline is more than its own 
reward. Apart from the other more or 
less obvious benefits it confers on its 
practitioners, it saves them the energy 
needed for wrestling with one’s conscience 
so that there is so much more energy left 
for one’s less avoidable activities. There 
is a beautiful simplicity about the philoso¬ 
phy of “he who pays the piper calls the 
tune”. Be it rats or be it children—that 
could make no difference. What matters 
is that contracts must be honoured. 
Mr Reddy is the pied piper of Indian 
journalism. 

As for the Punch and Judy show, we 
have to turn only to those truly amazing 
twins of the (now so-called) All India 
Newspaper Editors’ Conference. Its presi¬ 
dent, Mr V.P.V. Rajan (Editor, The Mail , 
Madras) and its General Secretary, Mr 
Vishwa Bandhu Gupta, between them¬ 
selves, succeeded only too well in turning 
the organization into a running dog of 
the establishment during the emergency. 
A full account of their antics will have 
to wait, but I may say here that while 
Mr Gupta at least had the excuse that he 
was an active member of the then ruling 
party, Mr Rajan seemed to be simply car¬ 
ried away by the adventitious prominence 
he had acquired and the opportunities he 
got for hobnobbing with such press 
overlords as Mr V.P. Shukla and that 
unbelievable amateur in news manage¬ 
ment, Mr Mohammed Yunus. 


In the president's ad- 

dress, the new government has declared 
that family planning will be pursued 
vigorously as a wholly voluntary pro¬ 
gramme. This rules out the stick. The 
carrot, presumably, will still be there. 
Perhaps this carrot will be in the form of 
pedas ; the new minister for Health and 
Family Planning affectionately distributed 
some among the VIPs assembled at his 
swearing-in ceremony. I do not know how 
effective pedas are as a contraceptive 
device, but Mr Raj Narain may always 
commission some herbalist on the foot¬ 
hills of the Himalayas 
to concoct a suitable 
additive which will 
not antagonise the 
electorate. 


VlB 
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Incomes policy in the USSR 


Soviet Economic Policy—Income Differentials in the USSR: Vinod Mehta; Radiant 
Publishers, New Delhi; Pp 134; Price Rs 45. 

Functioning of the LIC — An Appraisal: B.S.R. Rao; Institute for Financial Manage¬ 
ment and Research, Madras; Pp 391; Price Rs 45. 

Central Banking in a Planned Economy—The Indian Experiment: C.R. Basu;Tata 
McGrkw Hill Publishing Co Ltd, New Delhi; Pp 371; Price Rs 75. 

Disguised Unemployment in Underdeveloped Countries (with special reference to India): 
B.N. Ghosh; Heritage Publishers, New Delhi; Pp 152; Prices Rs 20. 

Soviet Agriculture—Trials and Triumphs: G.D. Sane; Popular Prakashan, Bombay; 
Pp 177; Price Rs 32. 

Economic Thought in Modern India: Arvind D. Karmarkar; J.S.S. Institute of Econo¬ 
mic Research, Dharwar; Pp 328; Price Rs 40. 

Reviewed by Academicus 


Soviet Economic Policy—Income Diffe¬ 
rentials in USSR is an excellent study by 
Vinod Mehta making an attempt to analyse 
the principles of wage and salary determi¬ 
nation in the USSR. The author has tried 
to analyse the sectorwise income differen¬ 
tials in the Soviet economy, categoriza¬ 
tion cf workers, intra-industry differentia¬ 
tion, incomes in the agricultural sector, 
income differentials according to sex, 
inter-regional income differentials, in¬ 
comes of individuals, income through 
illegal means, the purpose, role and 
significance of ‘social consumption funds*, 
and sociological implications of income 
differentials, such as social stratification, 
pattern and the standard of living of the 
Soviet people. Since judicious use of 
incomes policy with income differentials 
has made the USSR one of the foremost 
industrial nations in the world with a 
vast pool of skilled manpower which has 
enabled that country to speed up the 
growth of the Soviet economy, it would be 
instructive to know how the incomes 
policy came to be evolved and how it was 
and is being used to achieve the desired 
goals. 

The author has divided the history of 
income differentials among various cate¬ 
gories of workers into three periods. 
During the first period (1917-30) trend 
towards egalitarianism was very pro¬ 
nounced. During the second period 
lasting from 1931 to 1956, according to 
the author, not only income differentials 
widened but the whole income structure 


was changed to suit developmental needs. 
It was much feared during this period 
that egalitarianism of the earlier period 
might lead to economic stagnation. The 
policy of rapid industrialisation followed 
during this period (1931 to 1956) also 
necessitated changes in the income struc¬ 
ture. The earnings of those directly 
responsible for industrialising the Soviet 
economy—steel workers, coal miners, 
heavy machine builders, power equipment 


BOOKS 
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workers, and so on—were raised consi¬ 
derably relative to incomes of less impor¬ 
tant categories of workers like those in 
textile and food processing factories and 
of those rendering various types of ser¬ 
vices. Such a structural change helped 
the Soviet Union not only to rapidly 
industrialise the country but also 
create a vast army of various types of 
technicians. But this does not mean that 
low paid workers were neglected because 
they were helped to acquire better skills 
by providing technical education in even¬ 
ing technical schools. 

The third period, according to the 
author, began in 1956 and continues to 
the present day. During this period wage 
reforms were introduced and completed 


by 1965 and once again there was gradual 
narrowing of income differentials. The 
policy aimed at during this period has 
been to raise low earnings faster than 
high ones. This is particularly true of 
agricultural workers on the state farms 
and collective farms. The state farm 
workers and collective farmers were at the 
bottom of the income ladder before 1956. 
Over the years the gap between the earn¬ 
ings of industrial workers and agricultural 
workers has been narrowing. The policy 
of raising income of agricultural workers 
is being followed to give a boost to the 
agricultural sector. 

In the Soviet Union there is no wage 
discrimination between sexes. But the 
ocupational distribution of women in the 
Soviet Union shows that they are concen¬ 
trated in comparatively low paid service- 
occupations on account of psychological 
and sociological factors. They prefer jobs 
such as those of teachers, shop-assistants 
and nurses which are much less arduous. 

moderate difference 

It is natural that differences in incomes 
have created differences in living styles. 
Some western scholars have even found 
cultural differences arising out of diffe¬ 
rences in income. But what is remarkable, 
according to the author, is that diffe¬ 
rences in living styles in the Soviet Union 
are not as glaring as in the capitalist 
countries. 

Again what needs to be noted is that 
income differentials in the Soviet Union 
and the volume of family earnings do not 
affect the life chances of children as they 
do in capitalist countries. This is because 
the same education is available free to all 
children irrespective of family incomes. 
In capitalist countries this is not so. 
While inheritance and cultural impact are 
valuable factors, it is the potential capa¬ 
cities in children that is decisive in their 
intellectual development. This alone 
explains the creation in the Soviet Union 
of a vast army of engineers, technicians, 
scientists and other specialists though 
most of them had peasant and working 
dash background. 

Soviet income differentials are not as 
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wide as in western countries. For exam¬ 
ple, in the USA the income differential 
between the highest and the average is 
7,000:1, whereas in the Soviet Union it is 
likely to be within the range of 20 to 
25:1. According to the author, the in¬ 
come differentials in the Soviet Union 
are mainly functional. They reflect diffe¬ 
rences in skills, conditions of work and 
nature of jobs. What is important, the 
Soviet Union has used income policy and 
income differentials as a means to ca¬ 
nalise labour in desired directions, to 
priority sectors of the economy and to 
new locations. Incomes policy has thus 
become an important tool to achieve 
important socio-economic objectives be¬ 
fore the country. 

Unfortunately India lacks a comprehen¬ 
sive incomes policy though it professes 
socialist goals and is aiming at rapid 
economic development. The determina¬ 
tion of incomes in India as yet depends 
mostly on bargaining strength of emplo¬ 
yers and employees. There arc no sche¬ 
dules of incomes fixed for different types 
of workers and different professions. It is 
found that the present income structure 
in India generally favours white-collar 
workers, non-productive agents, adver¬ 
tisers and liaison officers. Blue-collar 
workers of most of the categories are 
generally seen to be earning less than 
white-collar workers. Also the income 
differentials still appear to be very wide 
in spite of heavy rates of direct taxes. 
Obvious implication is that India needs a 
comprehensive incomes policy if it is to 
realise its socio-economic objectives. It 
is found that incomes policy has become 
as important or possibly more important 
than monetary and fiscal policies. There 
is a clear need to supplement those poli¬ 
cies by a suitable incomes policy in spite 
of all the difficulties involved in evolving 
and executing such a policy. This excel¬ 
lent book convinces the readers of the 
desirability of incomes policy for a deve¬ 
loping country like India. 

LIFE INSURANCE 

It is nearly two decades since the life 
insurance business was nationalised in 
India and the Life Insurance Corporation 
started functioning from 1956. In h\s Func¬ 
tioning of the L1C — An Appraisal B.S.R. 
Rao gives a critical look at its operations 


with a view to delineating the major 
achievements and failures particularly in 
the light of the objectives of nationalisa¬ 
tion. 

The rise in per capita life insurance in 
India from Rs 34 at the end of 1957 to 
Rs 220 at the end of March 1975 though 
substantial, however fell short, according 
to the author, of expectations at the time 
of nationalisation of life insurance busi¬ 
ness. The total business of the LIC 
registered substantial growth both in 
terms of number of policies and sum 
assured, the compound rate of growth 
being approximately 13.6 per cent per 
year. But the author does not consider 
this growth rate satisfactory in view of 
the fact that the country is still in the 
early stages of insurance development. It 
is satisfying to note that LIC’s group 
insurance business is catching up and the 
author justifiably feels that one can 
expect further rapid expansion in this 
type of business. This has also been the 
experience of other countries. 

uneven performance 

The performance of different zonal 
offices of the LIC in procuring new in¬ 
surance business has not been uniform. 
The shares of the southern and western 
zones in the total business of the LIC has 
always been high while the position of 
the north zone has remained unchanged 
and there has been an overall deteriora¬ 
tion in the relative position of the eastern 
zone. This means that there is an impe¬ 
rative need to tone up the working of the 
offices in the eastern zone so that the 
eastern zone does not lag behind in pro¬ 
curing new life insurance business. It 
was found that the average sum assured 
per policy was higher than the all-India 
average in the central, northern and 
western zones, and lower in the other two 
zones. It was also observed that what¬ 
ever the plan of insurance, whole life or 
endowment, pol cy holders’ preference 
was for policies with profit. Their share 
was about 97 per cent in total policies. 
Also, of the available plans of insurance, 
endowment policies have been the most 
popular with policyholders. This also 
implies that there has been a continual 
decline in the relative position of whole 


life policies in the LIC’s new business 
since 1961. 

One of the objectives before the LIC 
has been to bring about spread of life 
insurance in rural areas. There has been 
som; secular increase in insurance busi¬ 
ness in rural areas-the number of poli¬ 
cies rising from 5.3 lakhs to 5.7 lakhs 
and new sums assured increasing from 
Rs 183 crores to Rs 464 crores between 
1961 and 1975—and yet the relative share 
of rural business as compared to urban 
business has been continually declining. 
The author found that the LIC’s procur¬ 
ing of new rural business was shared by 
all the zones, except the eastern zone. 

rural business 

As a vast majority of people in India live 
in rural areas and as theicis a significant 
increase in incomes of certain sections 
of rural population, the LIC must make 
an all-out effort by devising suitable 
policies to capture increasing insurance 
business in rural areas so that the pro¬ 
portion of rural business in the total 
business of the LIC not only stops declin¬ 
ing but forms an increasing proportion. 

The author has done well to draw 
attention to some of the major issues 
confronting the LIC. He is rightly of the 
opinion that the overall and renewal 
expense ratios of the LIC are fairly 
high. The overall expense ratio which is 
expected to show an inverse relationship 
with the size of insurance business, in¬ 
stead rose from 27 per cent in 1957 to 
30.5 per cent in 1974-75. Nationalisation 
of insurance business seems to have resul¬ 
ted in ‘extravagance in administrative 
expenditure’. The overall and renewal 
exp:n-e ratios were much lower in some 
of the better managed insurance compa¬ 
nies prior to their nationalisation. The 
main reason for this steep rs: in expense 
ratios is faster growth in employees’ 
salaries as well as commission payments 
to agents. The author is of the opinion 
that the hefty rise in salaries of the LIC’s 
employees is very much faster than the 
rise in the general price level in the 
country which is the ostensible reason for 
periodic salary revisions. The analysis 
shows that the administration is getting 
top-heavy. Attempts must be made to 
bring down expense ratios so that policy. 
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holders do not feel that they are getting 
a raw deal and that employees are being 
compensated at their expense. 

According to the author, there is a great 
amount of dissatisfaction in settlement 
of insurance claims. The author has 
suggested that in the event of any delay 
beyond a stipulated period, the LIC 
should be compelled to pay interest at a 
reasonable rate. 

premium rates 

The author is very critical of the fact 
that the LIC's premium rates have not 
undergone any major change all these 
years. He considers the premium rates 
to be admittedly high, especially compared 
with rates in other countries. It is regre- 
table that the beneficial effects of the 
improvement in the mortality rates of 
insured lives during the last two decades 
as also increase in gross and net yields 
earned by the LIC on its investment of 
funds did not result in reduction of pre¬ 
mium rates charged by the LIC on its 
popular policies nor in a substantial 
increase in rates of bonus payments to 
policyholders. 

As regards LIC’s investment policy, a 
sector-wise analysis of the LIC's aggre¬ 
gate investments reveals a fairly stable 
share of the public sector, an increasing 
share of the corporate sector and a dec¬ 
line in the relative position of the private 
sector. There is need for increasing invest¬ 
ment of the LIC's funds in private sector 
industries. It is however gratifying to 
note that though during early years major 
portion of the LIC’s funds went to only 
a few states such as West Bengal and 
Maharashtra, in later years there was an 
increased flow of funds to other states. 
This is in conformity with the govern¬ 
ment's policy of promoting economic 
development of backward regions. Also 
there is a change in the pattern of distri¬ 
bution of investments of the LIC and it is 
gratifying to note that some of the new 
industries such as engineering, electrical 
goods and metal products which were 
given higher priorities in five-year Plans 
are receiving increasing share of the LIC’s 
funds. 

While presenting a fairly comprehen¬ 
sive analysis of the working of die LIC 


during the last two decades or so and 
while drawing attention to the achieve¬ 
ments of that institution, the author has 
done well to point out some of the pro¬ 
blems which need immediate attention. 
Thus the LIC would do well to look into 
the problems of average and renewal 
expense ratios, premium rates and rates 
of bonus payment, lapsed policies, sur¬ 
render value and post-sale services to 
customers. These are all vital matters 
because the efficiency of the LIC would 
be judged on the basis of how the LIC 
tackles these problems some of which are 
hanging fire for pretty long. 

The Institute for Financial Manage¬ 
ment and Research, Madras, has been 
doing very useful work by bringing out 
valuable publications on monetary and 
financial developments in the country. 
The institute and the author deserve 
compliments for bringing out this infor¬ 
mative book. 

CENTRAL BANKING 

Prof C.R. Basu has made an attempt 
in his Central Banking in a Planned Eco¬ 
nomy—The Indian Experiment ‘‘to eva¬ 
luate critically the dynamic role of the 
Reserve Bank of India’s monetary policy 
in the context of planned economic deve¬ 
lopment." He has tried to explain ‘the 
quiet revolution* that has taken place in 
the role and functions of the Reserve Bank 
during the last two and a half decades. 
The author has endeavoured to show 
“how the Reserve Bank is drifting steadily 
from its orthodox to bolder policies of 
monetary administration in order to suit 
the structural requirements of a planned 
economy like that of India." 

All the world over it is seen now that 
the central banks apart from their ortho¬ 
dox role of regulating credit, have been 
playing a very crucial role in stimulating 
the growth of national economies. The 
central bank’s role particularly in less 
developed countries is to foster the growth 
of banks and other developmental finan¬ 
cial institutious and facilitate their work 
through maintaining conditions in the 
economy conducive to investment. It is 
thus seen that the socio-economic goals of 
the country’s economic policy provide 
the context for the functioning of the 
Central Bank in that country. 


With the launching of the first five- 
year Plan, the Reserve Bank began to 
play its promotional and developmental 
role which implied the promotion and 
development of monetary, banking and 
financial institutions in the country. 
Though the Reserve Bank's promotional 
role was often in conflict with its traditio¬ 
nal regulatory role, its promotional role 
was considered so essential that it was 
pursued with enthusiasm. It is seen that 
the conflict between the regulatory and 
promotional roles must not be resolved 
by the sacrifice of one role in favour of 
the other. The possible conflict, it is 
realised, must be solved by reconciliation 
between the two equally important roles. 
While criticising the Reserve Bank for 
getting too much involved in develop¬ 
mental role, the above point must be 
kept in mind by the critics of the Reserve 
Bank. 

In recent years the regional disparity 
in the growth of banking has attracted a 
lot of attention. Different states have 
fared differently in respect of number of 
branches, deposit mobilisation, bank 
credit and so on. In this connection the 
author has made a suggestion that there 
should be established in India a number 
of regional reserve banks as in the USA. 
The activities of these regional reserve 
banks could be coordinated by a mone¬ 
tary board as in the USA. TheSe regional 
central banks would be in a position to 
serve the requirements of different regions 
much better than one central bank with 
branches at different centres. Even Prof 
R.S. Sayers has upheld this view for a 
vast and variegated country like India. 

important suggestion 

The author has made another impor¬ 
tant suggestion. In most of the develop¬ 
ing countries indigenous banking has 
been found to be wholly unorganised. 
According to the author, the Reserve 
Bank will have to undertake the impor¬ 
tant task of not only assisting the develop¬ 
ment of indigenous bankers and money¬ 
lenders but also of exercising healthy 
influence over them. The Reserve Bank’s 
failure to link the unorganised sector 
with the organised sector of banking in 
India during all these years is most glar¬ 
ing. It should not be beyond tbe inge- 


EASTERN ECONOMIST 


610 


APRIL 1, 1977 



nuity of the Reserve Bank to devise a 
scheme that would utilise most efficiently 
the vast experience and considerable 
resources at the disposal of indigenous 
bankers and money lenders who are spread 
throughout the length and breadth of 
India. 

According to the author, the innova¬ 
tion of ‘one-man office* would be a bold 
banking experiment in rural areas. With 
its threefold objectives of reducing cost 
factor, providing banking services and 
mobilising deposits, such an institution 
would prove to be a significant contribu¬ 
tion to the promotion of rural banking in 
India with more than half a million 
villages. This challenge must be accept¬ 
ed. At present only about two per cent of 
the population has anything to do with 
commercial banks either as depositors or 
borrowers. Meeting of expanding credit 
needs of priority sectors like agriculture, 
small industries, etc shows the importance 
of speading one-man offices in the rural 
areas. The rural offices must work in a 
flexible way and be attuned to rural sur¬ 
roundings. This would call for various 
innovations in banking procedures and 
practices. In this connection operations 
research should be undertaken. 

new dimension 

The spectacular growth and develop¬ 
ment of financial institutions under the 
auspices of the Reserve Bank of India 
have added a new dimension to central 
banking theory and practice. It is how¬ 
ever feared that a wide diversification in 
the developmental activities may lead to 
dilution of the essence of central banking. 
The Reserve Bank, the author has suggest¬ 
ed, overburdened as it is, should shed 
some of its promotional financial activities 
which may be entrusted to autonomous 
financial institutions as was done recently 
in the case of IDBI. Also, the author is 
of the opinion that in an emerging coun¬ 
try like India, it is not proper to shut out 
commercial banks from the area of deve¬ 
lopment finance earmarking the entire 
field only for the specialised financial 
institutions. Though some demarcation 
may be necessary, the author wants that 
the Reserve Bank should encourage com¬ 
mercial banks “to tread into this hitherto 


forsaken track to bring about overall 
development.” 

The export sector has to be boosted by 
lending support of bank credit to the sec¬ 
tor. In order to see that India is not 
dislodged from export markets, the 
Reserve Bank must examine at this stage 
the question of making its refinance 
terms sufficiently attractive by falling in 
line with her counterparts in other coun¬ 
tries. 

useful suggestion 

The author has made a very useful 
suggestion that the Reserve Bank should 
take the initiative in holding periodic 
conferences in which persons interested 
in monetary, financial and business pro¬ 
blems can meet and exchange ideas. 
There are advisory councils in Australia 
and West Germany while in the USA, 
commercial banks are represented on the 
Federal Reserve Banks and in the UK. 
there is provision for consultations bet¬ 
ween the Bank of England and leading 
commercial banks in the country. 

In spite of the great strides registered 
by the Reserve Bank of India since 
independence, there is a great deal of cri¬ 
ticism against the Reserve Bank of India 
in recent years in regard to its personnel 
and policies. The institution is accused 
of not exercising its statutorily guaranteed 
independence and of behaving like an 
appendage of the central Finance minis¬ 
try. It was therefore unfortunate that the 
functioning of the Reserve Bank was not 
one of the points of reference to the 
recent Banking Commission. After all, 
enquiry commissions were appointed in 
the past to enquire into the affairs and 
functioning of the Bank of England and 
the Federal Reserve system. In view of 
the immensity of the role which the 
Reserve Bank of India has been playing 
and the varied new challenges which it 
will have to face, it would be in the fitness 
of the things that the duties, responsibili¬ 
ties and functioning of the Reserve Bank 
of India are subjected to a searching scru¬ 
tiny of a high powered commission. The 
matters which are pointed by Prof C.R. 
Basu in this fairly comprehensive book 
on central banking in India certainly 
need careful scrutiny with a view to pro¬ 


viding guidance to the institution in its 
future role. 

DISGUISED UNEMPLOYMENT 

Disguised Unemployment in Underdeve¬ 
loped Countries (with special reference to 
India) is based on the Ph.D. dissertation 
of the author, B.N. Ghosh. 

It is maintained that lack of knowledge 
about the agricultural sector leads to 
false doctrines which in course of time 
get encrusted as dogmas. When this hap¬ 
pens, one is likely to get wrong answers 
to questions regarding role of agriculture 
in economic growth, provision of capital 
for economic development by the agricul¬ 
tural sector, provision of labour by the 
agricultural sector to the industrial sec¬ 
tor for latter’s development and so on. 
Dr Ghosh has, he claims, made an attempt 
to critically re-examine some of these 
theories and experiences in the agricul¬ 
tural sector of India. At the empirical 
plane, the aim of the author is to 
examine critically some of the empirical 
studies by those who have tried to sup¬ 
port the doctrine of disguised unemploy¬ 
ment in the agricultural sector. The author 
has also made an attempt to examine “the 
impact of agricultural development and 
reforms on labour demand in the pri¬ 
mary sector of underdeveloped coun¬ 
tries.” 

The author begins by discussing the 
concept of disguised unemployment. He 
has discussed some of the common defini¬ 
tions of disguised unemployment to show 
that on conceptual ground, “surplus labour 
and disguised unemployment on the one 
hand, and disguised unemployment and 
disguised underemployment on the other, 
should be treated separately.” Disguised 
unemployment and especially disguised 
underemployment can be defined in a 
number of ways, and it is unfortunate that 
the author has made complete mess of the 
whole thing in the very first chapter 
instead of clarifying the basic issues. 

He then proceeds to make the astound¬ 
ing statement that “zero marginal pro¬ 
ductivity is neither a necessary nor a suffi¬ 
cient condition for the existence of surplus 
labour.” He is of the opinion that the 
concept of zero marginal productivity 
leads to unnecessary confusion and there¬ 
fore the concept and its relation with 


EASTERN ECONOMIST 


611 


APRIL 1, 1977 



disguised unemployment needs urgent 
reconsideration. According to him, so far 
as a relationship between level of living 
and efficiency exists, work-sharing is a 
necessity in underdeveloped countries. On 
this account there is hardly any possibility 
of removal of any surplus labour. Also, 
according to the author, the supposition 
that capital is in short supply in the agri¬ 
culture.! sector is naive because there can 
be different factor proportions (and not 
necessarily a fixed one) in the agricul¬ 
tural sector. The creation of capital and 
its maintenance in the agricultural sector 
would require considerable amount of 
labour. The formation of this type of 
capital which requires labour-intensive 
methods instead of displacing labour 
would result in absorption of more 
labour. 

Wages are supposed to be a compensat¬ 
ing reward for disutility of work. But 
the family labo irers do not receive any 
cash compensation for such disutility; 
instead only subsistence the money value 
of which is much lower than the prevailing 
market wage rate. Thus the supply and 
demand for family labour within family 
establishments are not a market pheno¬ 
menon where market wage rate is the 
determining factor. On the basis of the 
above assumptions, the author concludes 
that “if the real cost of subsistence rather 
than market wage rate is taken as the 
criterion, more labourers can be shown to 
be productively employed in the agricul¬ 
tural sector.” 

built-in bias 

Examining the various empirical studies 
on disguised unemployment in the agri¬ 
cultural sector, the author opines that 
‘‘None of these studies is methodologically 
fool-proof and each study has a built-in 
bias towards over-estimation of surplus 
labour.” The author has charged that 
‘‘while estimating surplus labour, the 
intensity of peak demand for labour has 
not at all been touched upGn in some 
studies.” Where peak demand for labour 
is very high, according to the author, 
“surplus labour cannot be transferred 
without affecting output.” Thus according 
to him, the quantum of disguised unem¬ 
ployment revealed by these studies is 
grossly exaggerated. Analysing the situa¬ 


tion in West Bengal for the year 1962-63, 
the author has opined that “as in most 
other Indian states peak shortage of labour 
is becoming acute. Under these circum¬ 
stances, labourers cannot be removed 
without affecting production at least for 
one full agricultural year.” 

Finally the author has shown how agri¬ 
cultural development and reforms can 
enhance demand for labour in rural areas. 
Through irrigation alone agriculture is 
supposed to absorb 2 to 3 times more 
labourers in a productive way. Land 
reclamation and public works can also 
create considerable job opportunities. 
Attempts should be made to create more 
jobs in the rural areas and in the agricul¬ 
tural sector instead of shunting agiicul- 
tural labourers away from rural areas into 


already over-crowded towns and cities^ 
thus aggravating the situation there. 

The entire history of agricultural and 
economic development in advanced coun¬ 
tries goes contrary to the thesis which the 
author has put forward in this book. As 
economic development takes place agri¬ 
cultural labourers who are in preponderat¬ 
ing proportion do come to be displaced 
and shifted to the industrial and service 
sectors. Thus while there is great scope 
for increasing job opportunities in the 
agricultural sector in India, with the 
advanced technology available for deve¬ 
lopment (which means increasing per 
capita production) there will surely be 
considerable amount of labour displace¬ 
ment from the agricultural sector in India. 

The author’s method of analysis is very 
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queer. Normal conditions in the market 
must not be judged by peak-hour demand 
nor by potential developments in future. 
Well, by following the author’s methodo¬ 
logy and by making fanciful assumptions 
which are far removed from reality, it is 
possible to prove that there is no unem¬ 
ployment in rural areas at all and in fact 
there is no poverty in the country. One 
therefore is astounded to find Theodore 
W. Schutz writing in his brief forword 
that “He (B.N. Ghosh, the author of the 
book) demolishes once and for all the 
most pernicious of these doctrines, namely 
the doctrine of Disguised Unemployment 
in Agriculture...It is a real contribution.” 
The author of this book has done nothing 
of the kind. He seems to be bent on pro¬ 
ving things contrary to commonly accepted 
and empirically and historically verified 
truths, if necessary, by twisting definitions 
and concepts and making unwarranted 
assumption pertaining to the present as 
well as future. 

SOVIET FARMING 

When one glances at the title of 
Soviet Agriculture—Trials and Triu¬ 
mphs by G.D. Sane, one begins to wonder 
why when there are heaps of books by 
Soviet and western experts available on 
the subject, a little known Indian author 
should write about it. As one proceeds 
and completes the book, one realises that 
the author has achieved something which 
many other foreign experts have failed to 
do. When the western authors write about 
Soviet agriculture apart from the prejudices 
and biases which they inevitably bring to 
their analysis, their interpretation of prac¬ 
tically every development that took place 
in the agricultural sector in the Soviet 
Union is either coloured by political consi¬ 
derations or is influenced by ignorance or 
incapacity to understand developments in 
'the Soviet Union. So far as the Soviet 
[authors are concerned, they assume so 
nany things and omit from their analysis 
10 many aspects which according to them 
ire very simple that Indian readers even 
ifter careful perusal of their books are 
mable to fully appreciate the develop¬ 
ments in Soviet agriculture. G.D. Sane 
ooks at the subject exhaustively and 
explains concepts and things which might 
ippear simple and self-evident to Soviet 
luthors. What is more important, G.D. 


Sane had the benefit of visiting the tJSSft 
twice to critically examine developments 
in Soviet agriculture. 

It would be extremely instructive to 
know the Soviet background and the 
historical developments in the sphere of 
Soviet agriculture. 

Russian topography 

The area of the Soviet Union is a little 
less than that of Africa, and nearly six 
times that of India. According to the cen¬ 
sus of 1971, the Soviet population was 
243.9 million as compared to India’s 547.9 
million. But practically half the area of 
the Soviet Union is uncultivable by tradi¬ 
tional methods of cultivation. From the 
description of land, climate, rainfall, river 
system and soil, it is easy to surmise that 
development of agriculture in the Soviet 
Union is not an easy proposition as in the 
USA. These conditions are bound to 
cause wide fluctuation in agricultural out¬ 
put from time to time. By chemicalisation 
and mechanisation, the fluctuation margin 
is gradullay made to shrink in recent years. 
The sown area has increased from 118.2 
million hectares in 1913 to 207.9 million 
hectares in 1971 and the annual average 
grain output has gone up from 72 million 
tons in 1909-13 to 191.9 million tons 
during 1971-74. Similar substantial in¬ 
creases both per hectare and in total out¬ 
put have been recorded in respect of raw 
cotton, sugar beet, vegetables, milk and 
milk products. The percentage of rural 
population has declined from 82 in 1913 
to 40 per cent in 1973. 

The historical developments which took 
place in the agricultural sector in the Soviet 
Union are truly remarkable and breath¬ 
taking. The October (1917) revolution 
was a combination of workers’ uprising 
and peasantrevolt. Agricultural reforms of 
1861 were intended to abolish serfdom. But 
these reforms as also Stolypin reforms of 
1906 did little to end feudalism in Russia. 
October revolution and the Decree on 
Land brought landlord-ownership of land 
to an end and the right to use land was 
accorded to all the Soviet citizens. All 
land when alienated became part of the 
national fund and was subject to perio¬ 
dical redistribution. The Decree on Land 
transformed feudal rural Russia into a 
rural Russia of middle and small peasant 


cultivators, the Kulaks forming a very 
small fraction of cultivators. 

The Decree on Land paved the way 
for collective farming which proceeded 
fairly rapidly. But the civil war interven¬ 
ed and Lenin decided to retrace the steps 
to some extent for the time being. This 
resulted in what has come to be known 
‘New Economic Policy’ (1921). The NEP 
helped the country to rehabilitate the 
Soviet economy and agricultural produc¬ 
tion by 1925 attained the level of produc¬ 
tion of 1913, after overcoming the rava¬ 
ges of the civil war. 

But though during the period of the 
NEP (1921-27) cooperative farming made 
some progress, the Kulaks with their 
feudal practices and anti-revolution atti¬ 
tude had considerably strengthened their 
position. 

elimination of Kulak 

Though agricultural production was 
restored to pre-war level, the problem of 
food supplies to the Soviet population 
was getting serious all along. Time was 
pressing hard for collectivisation. Also 
by 1927 the peasant mass had already 
begun to see the usefulness of cooperative 
farming. In 1927 therefore the 15th party 
congress decided to take resolute steps to 
transform small scale agriculture into big 
farms. There was a drive in favour of 
Artels i.e. collective farms and state farms 
and practically complete elimination of 
Kulaks as a class. It should be noted that 
the Kulaks were generally ‘inveterate 
usurers’, ‘enslavers of landless peasants’, 
‘oppressers’, ‘village eaters’, ‘human 
monsters* and ‘fiends incarnate’. Many of 
them had collaborated with the western 
powers in their anti-Soviet activities. The 
author is of the opinion that the anti- 
Soviet western authors have painted gory 
pictures of the process of elimination of 
Kulaks. In fact, according to the author, 
most of them were rehabilitated on land 
and only the die-hards with records of 
anti-Soviet activities were dealt with 
severely. The record of European settlers 
in Africa, America and Australia where 
entire original populations were complete¬ 
ly destroyed is much blacker. 

The author’s description of the working 
of collective farms (e.g. the general 
meeting of all farmers, election of 
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managers, their powers, method of sharing 
the produce, taxation etc, etc,) and of 
state farms gives a very clear picture of 
the working of these institutions which 
for Indians are difficult to comprehend. 

Though the Soviet agriculture was 
progressing gradually, the second world 
war and the necessity of rehabilitating 
war-damaged industries and the emer¬ 
gence of cold war hindered its pro¬ 
gress. The policy emphasising indus¬ 
tries came to be reversed only in 
1965 and since then Soviet agriculture 
has recorded great progress, the instru¬ 
ments of policy being chemicalisation, 
mechanisation and land improvement. 
The aim is to produce annually over 250 
million tons of foodgrains. The author 
comments that while western authors 
continue to comment adversely on the 
progress of Soviet agriculture, the Soviet 
peasant is enjoying increasingly higher 
standard of living and Soviet agriculture 
is making rapid progress. 

The author has succeeded in clarifying 
various new concepts and procedures 
connected with Soviet agriculture, col¬ 
lective and state farms. He has ex¬ 
plained the model working rules, market¬ 
ing arrangements, finance for agricultural 
operations, incentives schemes, personal 
auxiliary farming (in which each farmer 
on collective farms cultivates his own 
small plot for personal benefit), social 
security measures for farmers, cultural 
and educational activities on collective 
farms and the extent of democratic 
management and decentralisation in 
Soviet agriculture. 

difficult times 

During the last sixty years since the 
October 1917 revolution, Soviet Union 
had to go through difficult times and face 
turmoil due to civil war, western inter¬ 
vention after the October revolution, 
Nazi invasion and cold war. All through 
these years the Soviet Union persisted 
with its totally new experiment of remov¬ 
ing agriculture from its feudal shackles 
and modelling it along socialist principles. 
They had no model to follow and had to 
go by the method of trial and error. If all 
these considerations are kept in view, the 
Soviet agricultural success appears stupen¬ 
dous. 

It is therefore unfortunate that Soviet 


agricultural achievements during a com¬ 
paratively short span of sixty years are 
invariably downgraded by the western 
authors who compare Soviet agricultural 
achievements with those of the USA. This 
is unfair. Also the recent Soviet import 
of foodgrains from the USA were blown 
out of proportion by westerners till it 
was realised that the purchases were 
strategic out of which the Soviet Union 
made enormous profit by reselling some of 
the foodgrains to needy nations. One may 
or may not agree with all that is taking 
place in the Soviet agricultural sector. 
But it is a part of wisdom to first objecti¬ 
vely understand the system and how it is 
working before any judgements are 
pronounced on the system. G.D. Sane 
has done a great job by presenting with 
clarity and objectivity the working of the 
Soviet agriculture. It would be found 
that a poor country like India with its 
enormous agricultural problems can learn 
much especially in respect of techniques 
from the Soviet system. 

INDIAN ECONOMIC THOUGHT 

Modern Indian economic thought is 
more than a century old. Unlike in the 
west, its principal protagonists were the 
leaders of nationalist movement—from 
Dadabhai Naoroji to Gandhiji and 
Jawaharlal Nehru. In his Economic 
Thought In Modern India , Arvind 
D. Karmarkar has taken in his broad 
sweep “the panorama of Indian economic 
thinking and analyses from around 1870 
to the present day.’* Most of our econo¬ 
mic thinking at present has its roots in 
the past and it would therefore be instruc¬ 
tive to know through which route we 
have arrived, where we have arrived. 

The author has divided the development 
of the Indian economic thought into three 
periods: the nationalist economic thought, 
the Gandhian economic thought and the 
planning school. 

The main features of the nationalist 
economic thoughts developed by nationa¬ 
list thinkers like Dadabhai Naoroji, 
M.G. Ranade, R.C.'Dutt, G.V. Joshi, 
G.K. Gokhalc, Dinasha Wachha and 
others are their remarkable insight which 
they revealed into the prevailing 
mechanism of exploitation of the Indian 
masses—the Drain Theory—and their 


suggested methods of raising the standard 
of living of the impoverished masses. 
In spite of lack of data, these leaders 
provided India with the concrete frame¬ 
work for a national economic policy. 
Though the early nationalist thinkers 
were essentially critical of the prevailing 
British policies, the theory of economic 
development was also implicit in their 
criticism. 

new approach 

The author has given the essence 
of the ideas of Dadabhai Naoroji who 
was the first to formulate the Drain 
Theory, R.C. Dutt’s analysis of famines 
in India and his insistence on industriali¬ 
sation, M.C. Ranade’s advocacy of the 
policy of protection, views of G.K. 
Gokhale on public finance in which he 
specialised, as also the ideas of G.V. Joshi 
and D.E. Wachha. At thr distance of 
time, it is instructive to read about the 
controversy between the Indian nationa¬ 
list leaders and the British administrators 
on the causes and extent of Indian poverty 
and the measures to raise the level of 
living of the masses. Their attempts, 
crude though, to measure national and 
per capita income attract our attention 
and one must not forget that the subse¬ 
quent calculations of national income 
came to be based on the rough founda¬ 
tions provided by these leaders. It is not 
what they achieved in various fields that 
matters as much as the approach, indus¬ 
try and the zeal which they brought to 
contemporary problems under conditions 
which appeared hopeless. There is no 
doubt that they laid firm foundations of 
an intellectual tradition on which their 
successors could build. 

The Gandhian economic thought re¬ 
pudiating many tenets of modern econo¬ 
mics and emphasising reduction of human 
wants, decentralisation of economy based 
on practically self-sufficient villages, 
trusteeship principle to counter the inega¬ 
litarian structure of property relations 
and similar other tenets in tune with 
Indian philosophy, culture and environ¬ 
ment came to dominate the Indian 
thought for quite some time. Some of the 
Gandhain economic tenets are being 
propagated even at present. The Gandhian 
economics won such adherents as 
J.C. Kumarappa, Shriman Narayan, Prof 
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J. K. Mehta and others. It is unfortunate 
that though lip sympathy is shown to 
the Gandhian economic tenets, they have 
had no significant impact on the pro¬ 
gramme of economic development in 
post-independent India, except possibly 
on programmes for development of small 
scale and cottage industries. 

economic planning 

Coming to the third period commencing 
since independence, the author has drawn 
attention to the spread of the idea of 
economic planning. The idea of economic 
planning was advocated and popularised 
by G.V. Joshi, M. Vesveswaraya, 

K. T. Shah and above all Jawaharlal 
Nehru. Lately it has attracted many 
adherents some of whom have made 
significant contribution to the theoretical 
and applied sides. 

Discussing the contributions of acade¬ 
mic economists, the author has drawn 
attention to the contribution of Prof 
J.K. Mehta and Dr A.K. Das Gupta who 
are possibly the only ones who have made 
contributions to economic theory, the first 
working independently on the marginal 
cost concept and the latter on the concept 
of surplus in economic theory. Attention 
has been drawn to Dr V.K.R.V. Rao who 
made an attempt to prove inapplicability 
of the Keynesian theory to underdevelop¬ 
ed countries like India; to ‘Raj-Sen* 
model of growth; to Vakil-Brahmanand 
model suggesting growth through con¬ 
sumer good industries in contrast to the 
Mahalanobis model propagating develop¬ 
ment through capital goods industries; 
and to contributions of Dr A.K. Sen, 
Dr S. Chakravarty, Dr Gautam Mathur, 
Jagadish Bhagavati and Dr B.S. Minhas 
and a host of others. 

It was an intellectual delight to go 
through the survey of the development 
of Indian economic thought over one 
hundred years. Two or three things would 
strike the readers. The first is the fact 
that the impact of the western economic 
thought on Indian economists appears to 
be overwhelming. We have to borrow 
from them even the theories of economic 
development on which we have come to 
base our planning. It is strange that we 
require western theories and experts to 
explain to us how we should develop our 
small-scale industries and improve our 


agricultural marketing. Secondly, one is 
struck by the extreme paucity of contri¬ 
bution to theory by Indian economists 
old as well as contemporary. This requires 
serious attention. Thirdly, it is noticed 
that a certain amount of sophistication in 
economic analysis by the Indian econo¬ 
mists is taking place in recent years espe¬ 
cially in respect of planning techniques. 

The author, Prof. A.D. Karmarkar has 
shown complete grip over the subject and 
has written in a facile manner making the 
book both instructive and extremely 
readable. That the author should have 
chosen this ambitious subject for his 
very first book and that he should have 
written such an excellent book speak 
volumes about his scholarship. It there¬ 
fore came as a great shock to the reviewer 
when he had just completed the reading 
of this book to learn that the promising 
career of this young scholar was cut short 
by his premature death six months ago. 

Facts only 

India, A Statistical Outline: compiled by 
the Public Relations Department of 
Indian Oxygen Ltd, Calcutta; publi¬ 
shed by Oxford & IBH Publishing 
Co, 66, Janpath, New Delhi 110001; 
Pp 240; Price Rs 40 

Reviewed by S. P. Chopra 

This is the fifth edition of a compila¬ 
tion which covers a wide range of 
subjects. Starting with demographic 
data, it goes on to national income and 
savings, agriculture, irrigation and power, 
industry, labour and employment, corpo¬ 
rate sector, foreign investments, external 
assistance, industrial licensing, industrial 
finance, foreign collaborations, transport 
and communications, currency, bank¬ 
ing and insurance, foreign trade and 
balance of payments, prices, public 
finance, public health and family plan¬ 
ning, cooperatives and community deve¬ 
lopment, mass communication and plan¬ 
ning. A chapter is devoted to general 
elections and another deals with inter¬ 
national comparisons. 

Insofar as the putting together of facts 
is concerned, it is a praiseworthy attempt. 
But before even the publication is market¬ 
ed, additional information that comes 
in makes the data out-of-date. For 
example, there is increased interest in the 


recent (1977) elections and hence the 
chapter on general elections needs to be 
updated in the next edition. And this 
applies to most other chapters where the 
statistics arc already a year old. 
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TRADE 

WINDS 


IDA Credit for 
W. Bengal Project 

A crfdit of US dollars 12 
million from the International 
Development Association 
(IDA), an affiliate of the World 
Bank, will help finance a pro¬ 
ject for the strengthening and 
expanding of agricultural ex¬ 
tension services and upgrading 
of research facilities in West 
Bengal state. The purpose of 
the project is to help the state 
achieve early and sustained 
improvements in foodgrain 
production. Although pro¬ 
duction of rice and wheal has 
increased significantly over the 
past decade, these increases 
have come largely from irrigat¬ 
ed crops. 

Yields from rainfed areas 
have largely remained sta¬ 
gnant. The project, through 
reorganisation and improve¬ 
ments in agricultural exten¬ 
sion, research and siaff train¬ 
ing seeks to provide the means 
for sustained increases in pro¬ 
duction from some 320,000 
contact farmers and through 
them most of the four million 
farm families in West 
Bengal. 

Farm Visits 

This would be achieved by 
setting up a system of regular 
farm visits by trained village 
level workers who would en¬ 
courage the adoption of im¬ 
proved agricultural practices. 
The IDA credit is for a term 
of 50 years, including 10 years 
of grace. It is interest free ex¬ 
cept for a service charge of 3/4 
of one per cent. The govern¬ 


ment of India will channel the 
proceeds of the credit to the 
government of West Bengal. 

State Budgets 

Maharashtra 

The state Finance minister, 
Mr Y.J. Mohite has proposed 
new taxes on country liquor 
and on beer, which would 
yield an additional revenue of 
Rs 29.34 crores. The budget 
estimates for 1977-78, present¬ 
ed by the minister to the Maha¬ 
rashtra Legislative Assembly 
on March 22, envisaged a sur¬ 
plus of Rs 93.11 crore on 
revenue account and a deficit 
ofRs 88.49 crore on capital 
account. The overall surplus 
is Rs 4.62 crore. 

The Finance minister has 
provided for a number of 
reliefs, which involves a finan¬ 
cial burden of Rs 6.72 crore. 
Taking into account the unbu- 
dgeled Plan outlay of Rs 14.38 
crore, the overall surplus 
of Rs 4.62 crore is expected to 
get converted into an overall 
deficit of Rs 9.76 crore. Mr 
Mohite explained that the defi¬ 
cit of Rs 9.76 crore together 
with the relief burden of 
Rs 6.72 crore brings out the 
deficit to the figure of Rs 16.48 
crore. If this total delicit of 
Rs 16.48 crore is deducted 
from the extra revenue of 
Rs 29.34 crore from the new 
taxes, then the year 1977-78 is 
expected to close with a sur¬ 
plus balance of Rs 12.86 
crore. 

New taxes proposed in the 
budget are: (I) To raise the 
excise duty on country liquor 
produced from molasses based 


spirit. It will increase the 
incidence of excise duty on a 
bottle of 750 mililitre from 
Rs 2.37 per bottle to Rs 5.79 
per bottle and it is expected 
to yield an additional revenue 
of Rs 21.54 crore. A bottle 
of 750 mililitratc of country 
liquor will be sold all over 
the state at the controlled 
price of Rs 10 per bottle. 
Octroi will be charged over 
and above this price of Rs 10. 
It is proposed to raise the 
excise duty on Indian made 
liquor from Rs 15 per proof 
litre of alcoholic conent to 
Rs 20 raising the incidence on a 
bottle of 750 mililitre from 
Rs 8.44 to Rs 11.25 This is 
expected to yield an additio¬ 
nal income of Rs 3.80 crore. 
To raise the excise duty on 
beer from Rs 2.10 per proof 
litre of alcoholic content to 
Rs 8.50 raising the incidence 
of excise duty on a bottle of 
650 V.L. of beer from 12 
paise per bottle to 50 paisc. 
This will yield an additional 
income of about Rs 0.79 
crore. The total additional 
revenue from excise duty in 
liquor is thus expected to be of 
the order of Rs 26.13 crore. 

Reduction in Tax 

One of the articles which is 
extensively used by common 
man is washing soap in the 
form of bars and cakes. It is 
proposed to reduce the tax 
from five per cent to four per 
cent on washing soaps (only in 
the form of bars and cakes). 
The loss of revenue on account 
of these concessions is estimat¬ 
ed at Rs 89 lakhs per annum. 
Sales of iron and steel furni¬ 
ture to charitable hospitals 
'attract a concessional rate of 
five per cent sales tax. It is 
proposed to reimburse these 
charitable hospitals the tax 
paid by them in the form of 
grant-in-aid. The expenditure 


on this account is estimated at 
Rs 10 lakh per annum. 

Sales of fluorescent tubes are 
taxed at 14 per cent. It is 
proposed to bring down the 
tax rate from 14 per cent to 
10 per cent. Though there is 
loss of revenue of Rs 16 lakh 
per annum, in practice the 
receipts are expected to look 
up. An article which is used 
as a cooking fuel is kerosene. 
It is proposed to give total 
exemption from tax to kero¬ 
sene since most of it is used 
for domestic purpose. Hence¬ 
forth kerosene will be tax-free 
in Maharashtra. The loss of 
revenue on account of this 
total exemption from tax is 
estimated at Rs 3 crore. 
The concessions given involves 
a relief of Rs 5.53 crore for a 
full year. Taking into account 
the needs of small holders and 
new allottees of land, govern¬ 
ment proposes to prepare 
schemes to assist them in im¬ 
proving their agricultural pro¬ 
duction. 

Bihar 

Presenting Bihar’s budget 
for 1977-78 in the state assem¬ 
bly on March 25, chief minis¬ 
ter, Mr Jagannath Mishra, 
announced the abolition of 
land revenue surcharge impos¬ 
ed during the last two years and 
the government’s decision in 
principle to reduce irrigation 
rales and electricity tariff for 
agriculture. Dr Mishra pro¬ 
posed no new taxes as the 
budget envisages a revenue 
surplus of Rs 101.67 crore. 
Revenue receipts are estimat¬ 
ed at Rs 568.78 crore and ex¬ 
penditure at Rs 467.11 crore. 

On the capital account, a 
deficit of Rs 100.16 crore is 
anticipated. Capital receipts 
are estimated at Rs 279.47 
crore and capital expenditure 
at Rs 379.63 crore. The over¬ 
all surplus on revenue and 
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capital accounts is estimated 
at Rs 1.51 crore. But this 
surplus would turn into a 
deficit of Rs 3.79 crore as no 
provision had been made for 
an estimated expenditure of 
Rs 5.30 crore on Plan schemes 
yet to take shape. Funds for 
these schemes would be 
sought through supplementary 
demand. 

The revised estimates for 

1976- 77 place revenue receipts 
at Rs 536.22 crore and expen¬ 
diture at Rs 450.29 crore leav¬ 
ing a surplus of Rs 85.93 crore. 
On the capital account receipts 
are estimated at Rs 389.68 
crore and expenditure at 
Rs 469.54 crore, resulting in 
a deficit of Rs 79.86 crore. 
The state’s accumulated over¬ 
draft which stood at Rs 86.53 
crore at the beginning of the 
current financial year was ex¬ 
pected to come down to 
Rs 74.96 crore by the end of 
the year and to Rs 65.20 crore 
by the end of 1977-78. The 
centre and the Planning Com¬ 
mission had suggested that 
this should not exceed Rs 75 
crore at the end of next year. 
Dr Mishra expressed his fear 
that it might not be possible 
to contain the overdraft at this 
level as the abolition of land 
revenue surcharge and expendi¬ 
ture on certain new schemes in 
respect of education were 
bound to alter the picture. 

West Bengal 

Dr Gopal Das Nag, West 
Bengal Finance minister, pre¬ 
sented on March 25, a Rs 4.01 
crore surplus budget for 

1977- 78. In view of the 
surplus he has not made 
any new tax proposals; on the 
contrary he has proposed a 
few tax concessions and some 
relief in land revenue, irriga¬ 
tion rates and agricultural 
income-tax. The state is hav¬ 
ing surplus budgets for three 
successive years. Sales tax on 


non-cotton yarn, other than 
coir yarn, is proposed to be 
reduced from three per cent to 
one per cent (silk yarn has been 
exempted earlier). The entry 
tax on all kinds of yarn, except 
woollen yarn on which the 
entry tax will be reduced from 
one per cent to half per cent 
ad valorem, is proposed to be 
withdrawn. Dr Nag said that 
these measures will remove the 
disadvantages faced by the 
yarn industry in the state. 

Some Concessions 

The rate of sales tax on 
paper board and straw board 
of all varieties will be reduced 
from eight per cent to three 
per cent to give relief to con¬ 
verters in the state making 
packing materials. Mopeds 
and motorised cycle rickshaws 
will be inviting sales tax at the 
reduced rate of seven per cent. 
The exemption limit in respect 
of sales of ready-made gar¬ 
ments is proposed to be rais¬ 
ed from Rs 10 per piece to 
Rs 25 per piece. The agarbati 
manufacturing units would be 
charged sales tax at four per 
cent, compared with 15 per 
cent at present while semi¬ 
finished agarbatti sticks when 
sold to manufacturers of agar¬ 
batti will be subject to a con¬ 
cessional sales tax of two per 
cent. In the area of predomi¬ 
nantly cottage industries manu¬ 
facture, there will not be any 
sales tax. Family holdings of 
up to three acres will be exem¬ 
pted from payment of land 
revenue. For family holdings 
of more than three acres in 
irrigated areas, instead of three 
times of rate of land revenue 
prevailing in 1969, land revenue 
will be charged at one and half 
times. In non-irrigated areas, 
the rate of land revenue will 
be reduced to the 1969 level. 
The tax exemption limit for 
agricultural income is to be 


raised from Rs 3,000 to 
Rs 8,000. 

Since time does not permit 
to obtain within the current 
financial year the vote of the 
legislature on demands for all 
individual grants, Dr Nag pro¬ 
posed to take vote on account 
for a period of three months. 
Revenue receipts during 
1977-78 are estimated at 
Rs 726.30 crore, compared with 
the revised estimates of 
Rs 638.80 crorc for the current 
year. The estimated revenue 
expenditure is Rs 683.39 crorc, 
against the revised estimates 
of Rs 613.81 crore for 1976-77. 
Higher allocation for Plan and 
certain other developmental 
schemes have raised the pro¬ 
vision for capital expenditure 
to Rs 97.44 crore from the 
revised estimates of Rs 83.74 
crorc. 

Uttar Pradesh 

Uttar Pradesh chief minister, 
Mr N.D. Tiwari presented on 
March 25, the interim budget 
for the year 1977-78 showing 
a deficit of Rs 65.91 crore at 
the end of the year. Revenue 
and capital receipts taken 
together for the year arc esti¬ 
mated at Rs 1489.91 crorc. 
This includes revenue receipts 
of Rs 1137.82 crore, including 
estimated receipts of Rs 289.52 
crore as state's share in the 
central taxes and Rs 435.95 
crore as state’s own taxes. 
Total receipts under capital 
account arc estimated at 
Rs 352.09 crore, inclusive of 
loans receivable from the cen¬ 
tral government. 

Revenue expenditure during 
the budget year is estimated at 
Rs 1023.42 crore, out of which 
a sum of Rs 139.44 crore is 
on the Plan side (including 
state plan, central plan and 
centrally sponsored schemes) 
and Rs 883.98 crore on the 
non-Plan side. The total 
revenue and capital expendi¬ 


ture is estimated at Rs 1497.28 
crore, resulting in a deficit of 
Rs 7.37 crore in the revenue 
and capital account taken 
together. Under the ‘public 
account' a net receipt of 
Rs 56.66 crorc is estimated. 
Mr Tiwari also presented in 
the Vidhan Subha second sup* 
plemcnlary demand for the 
current year, totalling 
Rs 418.51 crore. Of this, 
Rs 116.96 crorc are voted and 
Rs 301.55 crore arc charged. 
Also presented in UP was 
a vole on account for live 
months in the Vidhan Sabha 
totalling Rs 10! 1.04 crore. Of 
this, Rs 706.76 crore voted 
and the remain in:*, Rs 304.28 
crorc arc charged. 

Andhra Pradesh 

Andhra Pradesh Finance 
minister, Mr P. Ranga Reddy, 
presented on March 23, in the 
state assembly the intcr- 
rim budget for 1977-78 seek¬ 
ing a vote on account for four 
months. The interim budget 
anticipates revenue receipts 
during the year at Rs 763.36 
crorc and revenue expenditure 
at Rs 697.55 crore. The capi¬ 
tal expenditure during the year 
is estimated at Rs 201.17 crore 
as against Rs 163.90 crorc 
envisaged in the current year’s 
revised estimates. The net 
effect of the combined transac¬ 
tions in the year is expected to 
result in a closing negative 
balance of Rs 52.50 crore, which 
is expected to be covered by 
drawal of reserves, better col¬ 
lection of revenue and arrears, 
and increase in central assist¬ 
ance etc. 

Mr Ranga Reddy stated that 
the revenue surplus for the 
current year was now estimated 
at Rs 48.43 crorc as against 
Rs 39.74 crore in the original 
estimates. This was mainly due 
to increased revenue receipts 
particularly the state’s share of 
central tuxes and better collec- 
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lion of state taxes. He said there plus of Ks 21.01 crore would 
was an increase of about Rs 35 be adequate to cover the esti- 
crore in the capital expend i- mated deficit of Rs 20.89 crore 
ture during the year and it was outside the revenue account 
entirely due to increase in Plan and.the year was expected to 
outlay. The year was expect- close with a balance of Rs 24.29 
cd to close with a cash balance lakh. 

of one crore rupees against the Mr Sinha stated that during 
anticipated negative balance of the year 1976-77 the revenue 
Rs 42.59.crorc. ■ ■» ■ ... ■■■■■■ 


receipts are expected to in- excise duty (Rs 1.34 crore). He 
crease by about Rs 18.32 crore added that the revenue expendi- 
over the budget estimates. The ture was estimated to have 
increase is largely due to addi- increased by about Rs 10 crore, 
tional receipts from agricul- mainly on account of additional 
tural income tax (Rs 6.70 dearness allowance and urban 
crorcs), oil royalty (Rs 6.30 improvement schemes. The 
crores), sales tax (Rs 6.70 capital receipts are estimated 
crores), and share of union to be about Rs 57 crore as 


Reviewing the economic 
situation, the Finance minister 
said that during 1973-76 the 
state income of Andhra Pradesh 
had risen at an annual average 
compound growth rate of 7.3 
per cent. Both agricultural 
and industrial production had 
increased. Mr Ranga Reddy 
stated that it was now antici¬ 
pated that the current year’s 
annual Plan outlay would be 
of the order of Rs 290.73 crore 
as against Rs 148 crore in 1974- 
75 and Rs 201 crore in 1975-76. 
The tempo was proposed to be 
maintained in 1977-78 also by 
stepping up the Plan outlay by 
a further 26 per cent. The 
annual Plan outlay for 1977-78, 
he said, would be Rs 265.75 
crore raising the outlays on irri¬ 
gation from Rs 80 crorc to 
Rs 107 crore and for power 
from Rs 114 crorc to Rs 140 
crore. 

Assam 

The Assam budget for 1977- 
78 is estimated to have an 
overall surplus of Rs 24.29 
lakhs. Presenting a tax-free 
budget in the stale assembly 
on Marcn 23, Mr S. C. Sinha, 
chief minister, who also holds 
the Finance portfolio, stated 
that the revenue receipts were 
estimated at Rs 232.36 crorc 
and the revenue expenditure 
was estimated Rs 211.35 crore 
and resulting in a surplus on 
revenue account of Rs 21.01 
crore. The capital receipts arc 
estimated at Rs 77.81 crore and 
the capital expenditure was 
estimated at Rs 105.24 crore. 
He said that the revenue sur- 
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gainst the budget estimate of 
•s 65.29 crore. The chief 
linister pointed out that the 
apital expenditure was esti- 
lated at about Rs 73 crore, 
saving a deficit of about 
Is 16 crore. He said that the 
tate had not availed of the 
/ays and means advance from 
he Reserve Bank of India 
/hich resulted in less capital 
cceipts. He said that in the 
eviscd estimates the minus 
opening balance of the year 
yas expected to be more than 
:overed and the year was ex¬ 
acted to close with a plus 
>alance of Rs 11.98 lakh which 
vouldbe the opening balance 
>f the budget estimates for 
977-78. 

Haryana 

Haryana’s budget estimates 
or 1977-78 presented to state 
isscmbly on March 24, by 
7 inance minister Mr Ram Saran 
Chand Mittal revealed a mas¬ 
sive deficit of Rs 20.10 crore, 
vhich for the present has been 
left uncovered. A mid-term 
review of the state’s resources 
would be held later. No fresh 
taxes have been proposed. The 
overall budget showed an 
aggregate income of Rs 453.56 
crore and an expenditure of 
Rs 470.66 crore and thus a clo¬ 
sing balance of minus Rs 17.10 
crore, which is expected to go 
up by Rs 3 crore in view of the 
government’s pre-poll decision 
to allow two more instalments 
of dearness allowance to the 
staff with effect from January 
1,1977. The minister hoped 
that the deficit would even¬ 
tually go down to the extent 
of shortfall in the outlay fer 
the Sutlej-Yamuna link project 
in the Punjab area, owing to 
its slow implementation, Be¬ 
sides, the state expects some 
additional devolution of cent¬ 
ral taxes and Plan assistance 
which for the present has been 


assumed to be Rs 11.40 crore 
and Rs 27 crore respectively. 

Mr Mittal stated that accord¬ 
ing to the revised estimates 
for 1976-77, the current year 
was likely to close with a 
deficit of Rs 5.68 crore as 
against anticipated deficit of 
Rs 16.30 crore of budget esti¬ 
mates 1976-77. The mobilisa¬ 
tion of additional resources 
undertaken during the year 
was likely to bring to the 
state government additional 
receipts to the extent of 
Rs 9.83 crore. The state’s 
share in the divisible pool of 
central taxes was likely to 
increase by Rs 1.70 crore on 
account of general buoyancy. 
The revised estimates for the 
current year assume larger 
grant-in-aid from the central 
government to an extent of 
Rs 17.59 crore. Interest receipts 
had also gone up in the revised 
estimates for 1976-77 by as 
much as Rs 3.I2crore. Another 
area to be tapped to bring 
down the deficit would be eco¬ 
nomy in administration. In a 
review of the economic situa¬ 
tion in the state, the minister 
stated that a growth rate of 15 
per cent, the highest in the 
country, was recorded during 
1975-76. 

Jammu & Kashmir 

Finance minister of Jammu & 
Kashmir, Mr D.D. Thakur pre¬ 
sented on March 23, a tax free 
budget for 1977-78 in the state 
assembly, with an uncovered 
overall deficit of one crore 
of rupees. The J & K budget 
for 1977-78 envisages a grant 
of dearness allowance to emplo¬ 
yees at a rate of eight per cent, 
construction of housing accom¬ 
modation for employees, house 
rent allowance of five per cent 
to employees posted in places 
other than state headquarters, 
a divisional or district head¬ 
quarters and an additional 
dearness allowance of Rs 8 


per month to 16,000 pensioners 
in the state. These measures 
will together cost state exche¬ 
quer Rs 4.89 crore annually. 
Dearness allowance and other 
facilities will be paid from 
April 1977. 

Mr Thakur estimated the 
revenue and capital receipts 
at Rs 227.02 crore, expenditure 
at Rs 228.02 crore. A break 
up of these estimates, however 
reveals an estimated deficit of 
Rs 12.76 crore on revenue 
account and a surplus of 
Rs 11.69 crore on capital 
account. The payment in¬ 
cludes a provision of Rs 41 
crore for discharging liability 
on account of central loans 
and interest. Total outstand¬ 
ing on this account at the 
end of current financial year 
is of the order of Rs 485 
crores. 

Disclosing that the size of 
state’s current annual Plan 
originally fixed at Rs 79.25 
crore was stepped up by about 
45 per cent and that utilisation 
had exceeded by about Rs 4 
crore, Mr Thakur added 
that outlay of 1977-78 annual 
Plan would be of the order of 
Rs 98.45 crore. This included 
Rs 89.69 crore on state Plan, 
Rs4.01 crore outside state plan 
and Rs 4.7 crore for expendi¬ 
ture on food subsidy. Central 
assistance will be of the order 
of Rs 70.09 crore after accoun¬ 
ting for raising Rs 9.20 crore 
from financial institutions. The 
state would make a contribu¬ 
tion of slightly over Rs 10 
crore against Rs 16.61 crore. 

The Finance minister stated 
that with an allocation of 
Rs 32.28 crore, water and 
power development would 
receive highest priority in the 
next annual Plan. This would 
be followed by the social and 
community services and agri¬ 
culture with an allocation of 
Rs 22.05 crore and Rs 13.90 


crore. He said a number of 
industrial projects involving an 
expenditure of Rs 52 crore are 
being processed. The offtake of 
fertilisers was expected to rise 
to 14,500 tonnes next year 
against 12,500 tonnes during 
the current year. Over 2,600 
villages covering a population 
of about 1.4 million are expec¬ 
ted to be electrified by the 
end of the current year and 
about 3,500 rural families are 
also expected to be covered 
under the scheme to provide 
house-sites to the landless. 

Sikkim 

No new tax has been pro¬ 
posed in Sikkim’s budget for 
1977-78 presented by chief 
minister Kazi Lhendup Dorji 
in the state assembly. The 
budget shows a net deficit of 
Rs 9.32 lakh. Presenting the 
budget of Rs 20.70 crore, the 
chief minister who also holds 
the Finance portfolio, said the 
marginal deficit was proposed 
to be wiped out through better 
collection of revenues and 
central-in-aid. 

Names in the News 

Dr A.K. Gupta, the interna¬ 
tionally known standards 
engineer and expert in quality 
control and certification, 
assumed office as the new 
Director General of the Indian 
Standards Institution (ISI) on 
March 19, 1977. He takes 
over from Mr B.S. Krishna- 
machar, who has proceeded to 
Brazil on a UN assignment. 

Mr D.C. Sen Gupta, Asso¬ 
ciate of Indian Institute of 
Bankers, has been promoted 
to be general manager, South 
India of G. indlays Bank. This 
is the first time in the 123 year 
old history of the bank 
(founded 1854) that an Indian 
has been appointed general 
manager of the South India 
region. 
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COMPANY 

AFFAIRS 


Ceat Tyres 

The impressive improvements 
in working results have en¬ 
couraged the directors of Ceat 
Tyres of India Ltd to enhance 
equity dividend to 18 per cent 
for the year ended December 
31, 1976 as compared to 16 per 
cent paid for 1975. The bonus 
shares allotted in November 
last however are not eligible 
for the proposed dividend. 
Sales during the year recorded 
a smart rise to Rs 71.93 crorcs 
from Rs 60.97 crores while 
gross profit too registered a 
handsome increase to Rs 3.08 
crores from Rs 2.79 crores in 
1975. 

No Allocation 

The appropriation to depre¬ 
ciation reserve was step¬ 
ped up from Rs 99.65 lakhs 
to Rs 107.17 lakhs and for 
taxation from Rs 75.50 lakhs 
to Rs 92 lakhs. No allocation 
has been made for develop¬ 
ment rebate reserve as against 
Rs 10.38 lakhs provided pre¬ 
viously while a sum of Rs 15.76 
lakhs was earmarked for 
investment allowance reserve 
as against no allotment in the 
preceding year. The net sur¬ 
plus after these allocations was 
still higher at Rs 93.23 lakhs 
as compared to Rs 93.07 lakhs 
a year ago. 

After taking into account 
certain provisions amounting 
to Rs 52.78 lakhs in respect 
of previous years which are 
no longer required, the sur¬ 
plus amounted to Rs 146.01 
lakhs. The proposed dividend 
will absorb Rs 70.13 lakhs, 


Rs 7.79 lakhs more than in 
1975. 

Ion Exchange 

Ion Exchange (India) pro¬ 
poses to expand the capacity 
of Ion Exchange resins and of 
treatment plants. It has obtain¬ 
ed a licence from the National 
Research and Development 
Corporation to exploit the 
patent held by it for manu¬ 
facture of reverse osmosis 
plants. This is a new and 
promising field. The RO 
process could be a great bless¬ 
ing to areas where salinity in 
the raw material is very high. 
The company is now in the 
process of conducting pilot 
plant trials and expects to 
commence commercial pro¬ 
duction of RO units in 1978. 

Panyam Cements 

The growth of Panyam 
Cements & Mineral Industries’ 
main business in cement has 
been spectacular recording 
about 12 per cent annual rate 
of increase in installed capa¬ 
city from 200 TPD in 1959 to 
1350 TPD in 1976 (66,000 TPA 
to 4,64,000 TPA). The com¬ 
pany has taken up one more 
conversion of the existing 200 
TPD wet process kiln estab¬ 
lished in 1958 into 400 TPD 
dry process unit. It is comp¬ 
lete renewal and modernisation 
of the existing plant and the 
converted plant will be a new 
dry process unit. It will go 
into commercial production 
from January 1978. With the 
present conversion all the com¬ 
pany’s three plants will work 
on dry process. The company 
has programmed to set up 


1200 TPD new cement unit 
(annual licensed capacity four 
lakh tonnes) at Rayalacheruvu, 
Anantapur district, for which 
mining lease for limestone has 
been obtained. Application 
fo~ financial assistance has been 
submitted to the centra] finan¬ 
cial institutions; and for setting 
up a white cement plant of 
45,000 TPA capacity at Tada, 
Nellore district for which 
mining lease for limeshell in 
Pulicot lake has been granted 
by the state government. Now 
that almost all the hurdles have 
been overcome, the company 
desires to take up the project 
immediately. 

Audco 

Audco India Limited has 
secured a large order worth 
Rs 44.5 lakhs for the export 
of plug valves from Techno- 
commerz, East Germany. An 
associate company of Larsen 
& Toubro Limited, Audoo 
India has its modern manu¬ 
facturing plant at Madras. The 
company has chalked out an 
impressive record of exporting 
industrial valves. It has recent¬ 
ly been awarded a certificate 
of export recognition for the 
export of industrial valves 
during 1975-76 by Engineering 
Export Promotion Council. 

Hindustan Lever 

Hindustan Lever’s, chairman, 
Mr T. Thomas told share¬ 
holders at the extraordinary 
general meeting held recently 
in Bombay that the production 
of various items, particularly 
soap and vanaspati, had been 
quite satisfactory and that the 
company’s overall working 
during 1976 had been more 
encouraging than in 1975. 

The company has obtained 
industrial licences to manu¬ 
facture annually 30,000 tonnes 
of sodium tripolyphosphate, 
19,500 tonnes of phosphoric 
acid, 54,000 tonnes of sulphuric 
acid, 10,000 tonnes of synthe¬ 


tic detergents, 3,000 tonnes 
of ossein and 6,000 tonnes of 
di-calcium phosphate. Besides, 
it had plans to carry out subs¬ 
tantial expansion of the manu¬ 
facture of fine chemicals. 

The entire programme is 
estimated to involve a capital 
outlay of Rs 27 crores and, 
when completed, will enhance 
the company’s revenue earning 
capacity. 

Associated Bearing 

Although sales of Associated 
Bearing Company Ltd has 
gone up from Rs 16.23 crores 
to Rs 18.91 croresduring 1976, 
the profit after providing for 
depreciation and making cer¬ 
tain other adjustments declined 
to Rs 3.11 crores from Rs 3.37 
crores in 1975. The result of 
continuous increases in the 
cost of materials, and higher 
interest charges not compen¬ 
sated by any increase in sales 
prices, accounted for the fall in 
profits during the year under 
review. Provision for taxation at 
Rs 156 lakhs was lower than 
the Rs 203 lakhs provided in 
1975. Profits after tax at Rs 155 
lakh were therefore higher 
than the Rs 134 lakhs recorded 
in 1975. The directors have 
maintained the equity dividend 
at 20 per cent. 

The implementation of the 
company's ball bearing expan¬ 
sion programme progressed as 
per schedule, and is expected to 
reach the licensed capacity of 
six million ball bearings plus the 
permissible additional 25 per 
cent by 1978. However, on the 
textile front the company may 
take longer time for full imple¬ 
mentation of its expansion. 

The existing sole selling 
agency agreement entered into 
in May 1972 will complete its 
five-year duration on May 8, 
1977. As per this agreement 
the company has from January 
1975 taken over from the sel¬ 
ling agents the sale of bearings 


EASTERN ECONOMIST 


620 


APRIL 1,1977 


to major original equipment 
manufacturers and the sale of 
textile machinery components. 
It also looks after its own 
export sales. Bearing replace¬ 
ment sales and sales to small 
original equipment manufactu¬ 
rers are still being handled by 
the selling agents. 

International 

Combustion 

International Cambustion 
(India) has maintained the 
equity dividend at 20 per cent 
for 1976. Besides, the sharehol¬ 
ders have been rewarded with 
a bonus issue in the ratio of 
three new shares for every five 
shares held. The directors 
have also proposed to issue 
81,600 rights shares of Rs 10 
each at a premium to be deter¬ 
mined by the Controller of 
Capital Issues to the resident 
Indian shareholders in the 
ratio of three shares for every 
five shares held after effecting 
the bonus issue. 

: Besides, the rights issue, 
18,200 shares of Rs 10 each at 
a premium to be determined 
by the Controller of Capital 
Issues will be offered to the 
employees, directors and their 
friends and relations. The direc¬ 
tors have declared their inten¬ 
tion to recommend a dividend 
of at least Rs 2 per share on 
he enlarged capital after the 
>roposed bonus issue in the 
inancial year immediately after 
he allotment of bonus shares. 

loechst Dyes 

Although sales of Hoechst 
yes and Chemicals during 
>76 were lower at Rs 43.96 
ores than the previous year’s 
jure of Rs 45.25 crores, in- 
nt business reported a siz¬ 
zle expansion of about 60 
r cent to about Rs 8 crores. 
‘oss profit too has gone up 
pificantly to Rs 2.08 crores 
>m the 1.80 crores in 1975. 
t equity dividend of 15 per 
it has been declared but it 


is payable on an enlarged 
capital resulting from the two- 
for-five bonus issues. The 
company paid an equity divi¬ 
dend of 17 per cent for 1975. 

Out of the gross profit, a sum 
of Rs 6.38 lakhs was earmarked 
for depreciation as against 
Rs 9.57 lakhs while the alloca¬ 
tion for taxation was raised 
to Rs 129.90 lakhs from 
Rs 116.72 lakhs, leaving a 
profit of Rs 72.13 lakhs as 
compared to Rs 53.54 lakhs 
in 1975. The recommended 
dividend will claim Rs 28.35 
lakhs as against Rs 22.95 lakhs 
in the earlier year. A sum of 
Rs 43.50 lakhs was transfered 
to general reverse as against 
Rs 30.58 lakhs in the preceding 
year. 

Reckitt & Colman 

Total sales of Reckitt & 
Colman of India Ltd for the 
52 weeks ended January 1, 
1977, were higher at Rs 11.21 
crores as compared to Rs 10.61 
crores in the previous year. 
In the context of the trading 
conditions the growth in sales 
is considered satisfactory. 

Profit before tax for the year 
was Rs 100.31 lakhs as com¬ 
pared with Rs 96.72 lakhs in 
the earlier year. After provid¬ 
ing for the taxation (Rs 59.95 
lakhs) and other adjustments, 
the profit available for appro¬ 
priations amounted to Rs 41.36 
lakhs as compared with 
Rs 35.72 lakhs a year ago. 

The board of directors at 
their meeting held on March 
23, 1977, have recommended a 
dividend of 12-J- per cent subject 
to deduction of tax for 1976. 
The total dividend distribution 
for the year, would amount to 
Rs 31.25 lakhs. After making 
necessary provisions for divi¬ 
dend, a sum of Rs 10.11 lakhs 
was appropriated to the general 
reserve during the year as com¬ 


pared with Rs 4.00 lakhs for 
the previous year. 

Coromandel Fertilisers 

Coromandel Fertilisers has 
received two letters of intent - 
one for the manufacture of 
aluminium flouridc recovered 
from the effluents of the 
phosphoric acid unit and 
another for the manufacture 
of argon gas recovered from 
ammonia unit waste gases. The 
implementation of the alu¬ 
minium fluoride project is 
presently pending clearance on 
the question of process know¬ 
how. 

The argon recovery project 
involves the combined recovery 
of argon and ammonia. The 
additional ammonia will be 
used for augmenting the ferti¬ 
liser production. The ammonia 
part of the project is now 
pending clearance from the 
government. The company has 
also received clearance from 
the government for setting up 
a standby power plant with a 
capacity of 5 mw and when im¬ 
plemented this will lessen pro¬ 
duction losses during power 
shortages. All thes" projects 
will involve a total outlay of 
about Rs 10 crores. 

News and Notes 

International Tractor Com¬ 
pany of India Limited (1TC1) 
has landed the biggest-ever 
export order secured by any 
Indian tractor manufacturing 
organisation. Valued over 
Rs 10 crores, the order, from 
Turkey, for 2500 International 
Tractor Model ‘444’, was 
secured agiinst strong interna¬ 
tional competition, which in¬ 
cluded tractor manufacturers 
from Europe. The order takes 
effect on receipt of the requ ; rcd 
import permit by the Turkish 
buyer. This is the third order 
received from Turkey. ITCI 
has previously exported to 
Turkey 1750 tractors valued at 
Rs6.5 crores. To-date, ITCI 


has exported tractors and 
implements to the UK, Austra¬ 
lia, Japan, Indonesia, Kenya, 
Muscat, Nepal, Tanzania, 
Turkey, Uruguay and Zambia. 

The company started produc¬ 
tion of tractors at its plants 
near Bombay in 1966 and has 
so far produced over 60,000 
tractors. 

New Issues 

A new tannery project is 
coming up in Andhra Pradesh 
for processing two lakh num¬ 
bers of East India (El) wet 
blue chrome hides into finished 
leather per annum. A major 
part of the plant and machi¬ 
nery required for the project 
has been already imported from 
West Germany. The factory 
is expected to go into produc¬ 
tion by April. 

The project cost ofRs 1.53 
crores is to be financed by 
equity share capital of Rs 60 
lakhs and Joans of Rs 93 lakhs 
from the 1FCI, ICICI and 
IDBI. The Andhra Pradesh 
Industrial Development Corpo¬ 
ration proposes to buy shares 
worth Rs 15.57 lakhs, while 
shares worth Rs 29.40 lakhs 
will be offered for public subs¬ 
cription. Promoters and their 
friends will take shares to the 
tune of Rs 14.96 lakhs. This 
will be largely an export-orien¬ 
ted unit. 

Godavary Plywoods will issue 
shortly 2 ; 15,600 equity shares 
ofRs 10 each and 5,000—(11 
per cent) cumulative redeem¬ 
able preference shares of 
Rs 100 each at par. The pro¬ 
ceeds will be utilised for financ¬ 
ing partly the Rs 1.42-crorc 
project set up at Rampacho- 
davaram in East Godavari 
district of Andhra Pradesh. 
The company holds an indus¬ 
trial licence to manufacture 1.5 
million sq metres per annum 
of commercial plywoods, deco¬ 
rative plywoods and veneers. 
Most of the indigenous machi- 
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ncry has been received and 
commissioned. The first phase 
of commercial production 
began in September 1976 rol¬ 
ling out both commercial and 
decorative plywoods and since 
November the factory has been 
working on two shifts. 

Capital and Bonus 
Issues 

Consent has been accorded 
to the following companies to 
raise capital. Details are as 
under: 

The Cashew Corporation of 
India Limited, New Delhi, has 
been accorded consent, valid 
for six months, to capitalise 
Rs 75 lakhs out of its general 
reserve and issue 75,000 fully 
paid equity shares of Rs 100 
as bonus shares in the ratio of 
one bonus share for each 
equity share held. 

Shaw Wallace and Co Limi¬ 
ted, has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 2 crores out of its 
general reserve and issue two 
million fully paid equity share 
ofRs 10 each as bonus shares in 
the ratio of one bonus share 
for each equity share held. 

Elccon Engineering Company 
Limited, Vallabh Vidyanagar 
has been accorded consent, 
valid for six months, to capi¬ 
talise Rs 54 lakhs out of its 
general reserve and issue 54,000 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of one bonus share 
for each fully paid equity share 
held. 

RSI (India) Private Limited, 
Calcutta, has been accorded 
consent, valid for six months, 
to capitalise Rs 4.5 lakhs out 
of its general reserve and issue 
4.500 fully paid equity shares 
of the Rs 100 as bonus shares 
in ratio of one bonus share for 
each equity share held 

Tolani Limited, has been 
accorded consent, valid for six 
months, to capitalise Rs 4 


million out of its davelopment 
rebate reserve and issue fully- 
paid equity shares of Rs 100 each 
as bonus shares in the ratio of 
one bonuss hare for each equity 
share held. 

Great Eastern Shipping Co 
Ltd, Bombay, has been accor¬ 
ded consent, valid for six 
months, to capitalise Rs 57.49 
million out of its development 
reserve and issue 5,748,751 
fully-paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of three bonus shares 
for every five fully paid equity 
shares held. 

Anup Engineering Limited, 
Ahmedabad, has been accorded 
consent, valid for six months, 
to capitalise Rs 999,200 out of 
its general reserve and issue 
fully-paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of one bonus share 
for three equity shares held. 

Atlas Cycle Industries Ltd, 
Sonepat, has been accorded 
consent, valid for six months 
to capitalise Rs 2 million out 
of its general reserve and issue 
fully-paid equity shares of 
Rs 10 each as bonus shares 
in the ratio of five bonus shares 
for 11 equity shares held. 

Calama Industries Private 

Ltd, Bombay, has been accor¬ 
ded consent, valid for six 
months, to capitalise Rs 1.1 
million out of its general re¬ 
serve and issue fully-paid equity 
shares in the ratio of one bonus 
share for each equity share held. 

Glaxo Laboratories (India) 
Ltd, Bombay, has been accor¬ 
ded consent, valid for six 
months, to capitalise Rs 36 
million out of its general re¬ 
serve share premium account 
and issue fully-paid equity 
shares of Rs 10 each as bonus 
shares in the ratio of one bonus 
share for two equity shares held. 

Tata Engineering and 
Locomotive Company Ltd, a 
public company having a 


subscribed capital of 
Rs 201,273,300 has been accor¬ 
ded consent to issue further 
capital of Rs 19.8 million in 
equity shares of Rs 100 each 
to the financial institutions at 
a premium of Rs 87.50 per 
share on conversion, a part of 
their loans/debentures sanction¬ 
ed to the company. The consent 
order is valid for 18 months. 

National Radio and Electro¬ 
nics Company Ltd, Bombay, 
has been accorded consent, 
valid for 18 months, to issue 
equity shares of Rs 9,277,900 
at par to meet part finance for 
the company’s programme nf 
diversification. Securities worth 
Rs 6.4 million will be allotted 
to the company’s foreign colla¬ 
borators Schlumber ltd, of 
Paris and the balance 
Rs 2,877,900 to the existing 
shareholders on right basis in 
as nearly as possible ratio of 
3:8. 

Southern Asbestos Cements 
Ltd, a public limited company 


having a paid-up capital of 
Rs 4,997,538 has been accorded 
consent for the issue of further 
capital of Rs 800,000 in equity 
shares of Rs 100 each credited 
as fully paid-up to IFCI at a 
premium of Rs 25 per share on 
conversion of a part of its loan 
to the extent of Rs 100,000. 
The consent order is valid for 
18 months. 

Metal Box Co of India Ltd, 
Calcutta, has been accorded 
consent, valid for 18 montns, 
to issue debentures of Rs 18 
million. The proceeds of the 
issue will be utilised to meet the 
company’s normal capital ex¬ 
penditure requirements for 
replacement of plant and 
equipment. 

Perfect Pottery Company 
Ltd, has been refused permis¬ 
sion for the issue of bonus 
shares of Rs 2,362,200. 

Prayas Castings Private Ltd, 
has been refused permission 
for the issue of bonus shares of 
Rs 200,000. 


Dividend 

(per cent) 


Name of the company 

Year ended Equity dividend 

declared for 

Current Previous 
year year 

Higher Dividend 





Goodlas Neroiac 

Dec. 

31, 1976 

25.0 

20.0 

Bharat Fertiliser 

Oct. 

31, 1976 

6.0 

Nil 

Searle (India) 

Dec. 

31. 1976 

20.0 

16.0 

Orissa Cement 

Dec. 

31, 1976 

25.0 

20.0 

Bojaraj Textile Mills 

Sept. 

30, 1976 

12.0 

9.0 

Indian Vegetable Products 

Dec. 

31, 1976 

25.0 

20.0 

Muller and Phipps 

Dec. 

31, 1976 

11.0 

Nil 

Elpro International 

Dec. 

31, 1976 

12.0 

6.0 

Same Dividend 





Schrader-Scovill Duncan 

Dec. 

31, 1976 

16.0 

16.0 

Suessen Textile Bearings 

Sept. 

30, 1976 

14.0 

14.0 

Atlas Copco (India) 

Dec. 

31, 1976 

16.0 

16.0 

Tube Investments of India 

Dec. 

31, 1976 

10.0 

10.0 

Bombay Dyeing 

Dec. 

31, 1976 

20.0* 

20.0 

Molins of India 

Dec. 

31, 1976 

10.0 

10.0 

Reckitt and Colman 

Dec. 

31,1976 

12.5 

12.S 


*On the enlarged capital 
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RECORDS 


AND 


STATISTICS 


President's 

Parliament 

'he Acting President Mr 
l.D. Jatti, in his address to 
he joint session of the two 
louses of Parliament said that 
he most urgent ^task before 
he new government “is to 
emove the remaining curbs 
>n the fundamental freedoms 
ind civil rights of the people, 
o restore the rule of law and 
he right of free expression to 
he Press”. 

A comprehensive measure 
vill also be brought, he said, 
jefore the Parliament during 
the course of the year to 
imend the constitution in 
)rder “to restore the balance 
jetween the people and parlia- 
nent, parliament and the 
udiciary, the judiciary and the 
;xecutive, the states and the 
centre, the citizen and the 
jovernment” that the found- 
ng fathers had worked out. 
Hie measure will include pro¬ 
visions to amend Article 352 
'to prevent the abuse of the 
power to declare emergency 
ind of the relevant articles to 
ensure that the President's 
lule is imposed strictly in 
iccordance with the objectives 
nentioned in the Constitution 
ind not for extraneous pur¬ 
ges.” The following is the 
nil text of Mr B.D. Jatti’s 
ddress to the joint session of 
Parliament. 

I extend my felicitations to 
ie members of the new Lok 
abha and welcome you all to 
ie joint session of the sixth 
arliament. 

On this occasion when we 
iiss his benign and familiar 
resence my thoughts go to 
ar late President Mr 


address to 


Fakhruddin Ali Ahmed in 
whom we have lost an elder 
statesmans wise counsellor, 
an experienced leader, and a 
perfect gentleman. We mourn 
his loss today and convey our 
sincere and heartfelt condo¬ 
lences to Begum Abida 
Ahmed. 

Important Milestones 

The general election just 
concluded has effectively and 
decisively demonstrated the 
power of the people, the 
vitality of the democratic pro¬ 
cess in India and the deep 
root that it has taken. Tne 
people have given a clear 
verdict in favour of individual 
freedom, democracy and the 
rule of law and against execu¬ 
tive arbitrariness, the emer¬ 
gence of a personality cult and 
extra-constitutional centres of 
power. The election marks an 
important milestone in the 
evolution of our democratic 
polity into a healthy two- 
party system. 

My government pledges 
itself to fulfil in every way the 
mandate given to it by the 
people. In doing so, it will not 
take the people for ‘ granted or 
assume that they know nothing 
and that the government alone 
knows all answers and solu¬ 
tions. The traumatic experience 
of the last two years during 
which many atrocities were 
committed on the people and 
they had to undergo untold 
sufferings and some have even 
died, has brought home the 
relevance of this. 

Honourable members, the 
new government has taken 


charge only three days ago. It 
has not had the time to work 
out the details of the various 
measures it intends to adopt. 
This will be done in due course 
during the year and placed 
before you. Nevertheless, there 
are some urgent tasks to be 
attended to and the govern¬ 
ment will take them in hand 
immediately. 

The most urgent task is to 
remove the remaining curbs 
on the fundamental freedoms 
and civil rights of the people, 
to restore the rule of law and 
the right of free expression to 
the Press. The external emer¬ 
gency proclaimed in 1971 has 
been revoked by me yesterday. 
The government will also take 
the following measures: 

Review of MISA 

(i) Having regard to the 
gross abuse to which the Main¬ 
tenance of Internal Security 
Act has been put during the 
last two years, a thorough 
review of the act will be 
undertaken with a view to 
repealing it and examining 
whether the existing laws need 
further strengthening to deal 
with economic offences and 
security of the country without 
denying the right of approach 
to courts. 

(ii) Legislation will be intro¬ 
duced to ensure that no politi¬ 
cal or social organisation is 
banned except on adequate 
grounds and after an indepen¬ 
dent judicial enquiry. 

(iii) The prevention of 
Publication of Objectionable 
Matters Act will be repealed. 
Immunity which the Press 


enjoyed in reporting the pro¬ 
ceedings of legislatures will be 
restored. 

(iv) The amendment to the 
Representation of Peoples Act 
which redefined corrupt prac¬ 
tices and afforded protection 
to electoral cffences by certain 
individuals by placing them 
beyond the scrutiny of the 
courts, will be repealed. 

Restoring Balance 

During the course of the 
year, a comprehensive measure 
will be placed befor you to 
amend the Constitution to 
restore the balance between 
the people and Parliament, 
parliament and the judiciary, 
the judiciary and the exe¬ 
cutive, the states and the 
centre, the citizen and the 
government, that the found¬ 
ing fathers of our constitution 
had worked out. This will 
include provisions to amend 
article 352 to prevent the 
abuse of the power to declare 
emergency and of the relevant 
articles to ensure that Presi¬ 
dent’s Rule is imposed strictly 
in accordance with the objec¬ 
tives mentioned in the Consti¬ 
tution and not for extraneous 
purposes. 

One of the very serious 
developments in the recent 
past was the erosion of the 
freedom and impartiality of the 
media of publicity and infor¬ 
mation. My government will 
take steps to restore to the 
media their due place in a 
democracy. Steps will also be 
taken to ensure that All India 
Radio, Doordarshan, films 
division and other government 
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ARE YOU 
RESPONSIBLE FOR 
THESE PAYMENTS t 


® SALARIES 

^ DIVIDENDS 

^ INTEREST (including 
interest on securities) 

© INSURANCE 
COMMISSION 

O Amounts to 

CONTRACTORS and 
SUBCONTRACTORS 
for 'WORK' or 
'LABOUR' contracts. 

® Winnings from 
LOTTERIES and 
CROSSWORD puzzles 


ENSURE THAT 


CORRECT INCOME TAX IS 
DEDUCTED AT SOURCE 

at the prescribed rates. 

The Tax so deducted is PAID to 
the credit of the Central Government 
within the prescribed time. 


FAILURE to comply with the 

requirements of the law will, 

in addition to the recovery of tax. 

render you liable to 

• Interest 

• Penalty 

• Fine and also 
Rigorous Imprisonment 

Which shall be for 

(0 a maximum of 7 years but 
not lest than 6 months, where 
the amount involved exceeds 
Rs. 1 lakh. 

(II) a maximum of 3 years, but 
not less than 3 months, 
in other cases of default. 


COMPLY WITH TAX LAWS AND 
HELP MOBILZE RESOURCES 


Issued by:- 

Director of Inspection 
(Publications and. 

Public Relations) 

Income-tax Department. 

New Delhi-110001 
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media function in a fair and 
objective manner. 

Nothing has roused public 
anger and resentment so much 
as the manner in which the 
family planning programme 
!was implemented last year in 
Several parts of the country. 
jThis has caused a major set 
jback to the programme which 
fcs vital for the welfare of the 
Ration. Family planning will 
be pursued vigorously as a 
Wholly voluntary programme 
Lnd as an integral part of a 
bomprchcnsive policy covering 
education, health, maternity 
and child-care, family welfare, 

(women’s rights and nutrition. 

i 

[ In the economic sphere, the 
government is pledged to the 
Removal of destitution within 
p definite time-frame of 10 
[years. Relative neglect of the 
[rural sector has created a 
dangerous imbalance in the 


Presenting the interim budget 
for 1977-78 to Lok Sabha on 
March 28, the Finance minister, 
Mr H.M. Patel, expressed the 
government’s firm resolve to 
Review the fifth Plan and to 
revise the budget estimates so 
that they reflected the new 
government’s thinking and 
priorities. This exercise, the 
minister said, would be com¬ 
peted in time for the regular 
mdget to be presented in May 
1977. 

Mr Patel said that in the 
tontext of 12.5 per cent rise 
n the wholesale price index 
ince March 1976 any deficit 
inancing had to be viewed 
vith concern. He said that in 
rder to reverse the rising trend 
>f prices aod to usher in a 
Period of reasonable price sta- 


economy leading to migration 
of people from rural areas to 
urban centres. The farmer has 
been denied reasonable and 
fair price for his products. 
Allocations for agricnlture and 
related developments have 
been grossly inadequate and 
the need to improve condi¬ 
tions in the villages has re¬ 
ceived scarce attention. More 
than a lakh of villages do not 
even have the most elementary 
facilities for drinking water. 
My government will follow an 
employment-oriented strategy 
in which primacy will be given 
to the development of agricul¬ 
ture, agro-industries, small and 
cottage industries especially in 
rural areas. High priority will 
also be given to the provisions 
of minimum needs in rural 
areas and to integrated rural 
development. To the extent 
possible at this point of time, 
the fifth five-year Plan will be 


bility, the government was of 
the firm view that financing of 
public expenditure in a man¬ 
ner which would generate infla¬ 
tionary pressures should be 
eschewed. 

Reviewing the budgetary 
position the Finance minister 
revealed that the current finan¬ 
cial year was expected to close 
with a deficit of Rs 425 crores 
as against the overall deficit of 
Rs 328 crores envisaged in the 
budget. 

Mr Patel said that the net 
effect of the proposals made in 
the budget for 1977-78 would 
be an overall deficit of Rs 1,432 
crores. The Budget, however, 
takes credit for special bo;- 
rowings of the order of Rs 800 
crores against drawal of fore¬ 
ign exchange reserves, the 


reviewed. The planning pro¬ 
cess will be revitalised and 
work on the sixth five-year 
Plan will be taken up without 
delay. My government will 
announce at the time of the 
presentation of the final budget 
later this year the details of 
the economic programme that 
is proposed to be followed. 

I now come to external rela¬ 
tions. My government will 
honour all the commitments 
made by the previous govern¬ 
ment. It stands for friendship 
with all our neighbours and 
other nations of the world on 
the basis of equality and reci¬ 
procity and will follow a path 
of genuine non-alignment. I 
am glad to say that my govern¬ 
ment will be hosting a meeting 
of the Non-aligned Coordinat¬ 
ing Bureau early next month. 
My government will also give 
very special attention to the 
strengthening of ties and eco- 

assumption being that such 
borrowing would be non-in fia¬ 
tionary as it was covered by 
increased imports of goods. 
Accordingly, the Budget docu¬ 
ment shows a net deficit of 
Rs 632 crores. Following is 
the full text of the Finance 
minister’s speech: 

The budget and the demands 
for grants that arc being made 
available to Honourable 
Members were prepared on 
the basis of the directions 
given by the previous govern¬ 
ment. 1 would like to make it 
clear at the outset that though 
these have been circulated, 
they do not reflect our philo¬ 
sophy, policies, and pro¬ 
grammes. 

There was no time since we 
assumed office to recast these 
estimates and to print the 
budget documents afresh. The 
annual financial statement and 
the demands for grants pre¬ 
pared earlier will serve the 


noinic and technical coopera¬ 
tion with all developing 
nations. 

Honourable members, your 
present session will be a short 
one in which you will have to 
attend to urgent financial busi¬ 
ness—the supplementary de¬ 
mands of the union and the 
states under President’s Rule, 
and the vote on account regar¬ 
ding the general budget, the 
railway budget and the budgets 
of slates under President’s Rule. 
A heavy and busy schedule 
lies ahead of you in the com¬ 
ing months. There is today 
a mood of expectancy in the 
country and I trust that you 
will cooperate fully in attend¬ 
ing to the business that will 
be placed before you by 
government, with thorough¬ 
ness and expedition. 1 com¬ 
mend you to your tasks and 
wish you all success. 

Jai Hind 

limited purpose of fulfilling 
the constitutional requirements 
for taking a vote on account 
before March 31, 1977. 

This will enable government 
to meet essential expenditure 
during the first four months of 
the ensuing financial year. 

The budget for the current 
financial year presented in 
March 1976 envisaged an 
overall deficit of Rs 328 cro¬ 
res. Due to certain increases 
in expenditure, partly offset by 
improvement in receipts, the 
year is expected to close with 
a deficit of Rs 425 crores. It 
is not necessary for me to take 
you over the various details of 
the budgetary developments 
during the current year for 
which the present government 
can obviously assume no res¬ 
ponsibility. 

According to the budget as 
prepared, while total receipts 
are expected to go up during 
the year 1977-78 to Rs 14,910 


Interim union budget: 
1977-78 
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crores as compared with the 
figure of Rs 13,759 crores 
in the revised estimates 
for 1976-77, expenditure for 
the ensuing year is estimated 
at Rs 15,542 crores as against 
the current year’s revised esti¬ 
mate of Rs 14,184 crores. This 
position has resulted from an 
increase in both non-Plan and 
Plan expenditure. 

The central sector of the 
Plan for 1977-78 involves an 
outlay of Rs 5,053 crores and 
will make a draft on the cen¬ 
tral budget of Rs 4,096 crores. 
This compares with the prece¬ 
ding year’s (1976-77) outlay 
of Rs 4,090 crores and a bud¬ 
getary support of Rs 3,347 
crores at the budget stage. 
Central assistance to states and 
union territories, and for 
various programmes concern¬ 
ing the Hill and Tribal areas, 
the North Eastern Council 
and Rural Electrification Cor¬ 
poration as well as the Andhra 
Six Point Formula amounts to 
Rs 1,692 crores according to 


these estimates for the year 
1977-78. The corresponding 
figure for the current year is 
Rs 1,412 crores. Taking 
centre, states and union terri¬ 
tories together, the budget 
envisages a total Plan outlay 
for 1977-78 of Rs 9,953 crores 
as compared with Rs 7,852 
crores in the budget estimates 
of 1976-77. 

The net effect of the propo¬ 
sals made in the budget would 
be an overall deficit of 
Rs 1,432 crores. However, the 
budget takes credit for special 
borrowings of the order of 
Rs 800 crores against drawal 
of foreign exchange reserves, 
the assumption being that such 
borrowing would be non-infla- 
tionary, as it is covered by 
increased imports of goods. 
Accordingly, the budget docu¬ 
ment shows a net deficit of 
Rs632 crores. 

In the context of the rise 
in the wholesale price index 
of 12.5 per cent that has 


occurred since March, 1976, 
and dificit financing has to be 
viewed with concern. In order 
to reverse the rising trend of 
prices, and to usher in a 
period of reasonable price 
stability, the government are of 
the firm view that financing of 
public expenditure in a manner 
which would generate inflatio¬ 
nary pressures should be esche¬ 
wed. It is our firm resolve to 
review the fifth Plan and to 
revise the budget estimates so 
that they reflect our thinking 
and priorities. We propose to 
complete this exercise in time 
for the regular budget which 
will be presented in May 
1977. 

Meanwhile, I have asked my 
ministry to request all minis¬ 
tries, departments and public 
sector undertakings under the 
control of the central govern¬ 
ment not to take up new 
schemes and not to enter into 
fresh major commitments till 
we have completed our review. 
The possibility of re-phasing 


and re-scheduling continuing 
schemes would also be explor¬ 
ed. All ministries and depart¬ 
ments of government, and 
public sector agencies will be 
asked to observe the utmost 
economy in expenditure, keep¬ 
ing in view the present govern¬ 
ment’s emphasis on austerity, 
and avoidance of all forms of 
ostentation. 

It is the will of the people of 
India as expressed unequivo¬ 
cally at the polls, that there is 
an urgent need to redirect our 
economic policies and priori¬ 
ties so as to ensure that econo¬ 
mic growth subserves the 
objective of speedy eradication 
of poverty and unemployment, 
and a progressive reduction in 
inequalities of income and 
wealth. The House may rest 
assured that we shall keep our 
faith with the people. The 
task ahead is formidale, but 
with the willing support and 
goodwill of the people, we are 
confideht that we shall achieve 
our objective. 


Budget at a Glance 


(Rs in crores) 



1976-77 

Budget 

1976-76 

Revised 

1977-78 

Budget 

Revenue Receipts 

Tax Revenue 

7883 

8081 

8720 

Less—States’ Share of Tax Revenue 

i 1626 

1689 

1788 

Net—Centre’s Tax Revenue 

6257 

6392 

6932 

Non—Tax Revenue 

1962 

2115 

2347 

Total—Centre’s Revenue 

8219 

8507 

9279 

Capital Receipts 

Loan Recoveries 

1497 

1590 

1703 

Market Loans (Net) 

535 

849 

890 

External Loans (Net) 

815 

734 

894 

Other Receipts 

1576 

2079 

2144 

Total—Capital Receipts 

4423 

5252 

5631 

Total Receipts 

12642 

13759 

14910 

Overall Deficit 

328 

425 

632 


1976-77 1976-77 1977-78 
Budget Revised Budget 


Revenue Disbursements 

General Services 

Defence Services 

Social and Community Services 

Economic Services 

Grants-in-Aid to States etc 

Total-—Revenue Disbursements 

Revenue Surplus-f-Deficit— 

Capital Disbursements 

General Services 

Defence Services 

Social and Community Services 

Economic Services 

Loans and Advances 

Total—Capital Disbursements 

Total Disbursements 


2224 

2324 

2618 

2286 

2374 

2502 

578 

622 

721 

1169 

1525 

1805 

1433 

1709 

1762 

7690 

8554 

9408 

+529 

—47 

—129 

22 

90 

262 

258 

241 

306 

93 

90 

122 

1516 

1582 

1709 

3391 

3627 

3735 

5280 

5630 

6134 

12970 

14184 

15542 
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Details of Revenue Receipts 


(Rs in crores) 


Details of Revenue Disbursements 



1976-77 

Budget 

1976-77 

Revised 

1977-78 

Budget 

A. Tax Revenue 




Customs 

1506.75 

1490.45 

1586.50 

Union Excise Duties 

4093.30 

4176.60 

4542.79 

Corporation Tax 

1025.00 

1113.00 

1243.00 

Income Tax 

957.00 

965.00 

1015.00 

Estate Duty 

8.75 

10.75 

10.75 

Taxes on Wealth 

52.00 

59.00 

40 00 

Interest Tax 

85.00 

90.00 

99.00 

Gift Tax 

4.75 

5.35 

5.50 

Other Heads 

150.24 

170.78 

177.23 

Gross Tax Revenue 

Less—States* Share of Taxes 

7882.79 

8080.93 

8719.77 

and Duties 

1625.61 

1689.23 

1788.19 

Union Excise Duties 

969.09 

1027.38 

1090.28 

Income Tax 

648.78 

652.22 

688.30 

Estate Duty 

7.74 

9.63 

9.61 

Net Tax Revenue 

B. Non Tax Revenue 

6257.18 

6391.70 

6931.58 

Interest Receipts 

1056.43 

1109.93 

1220.82 

Dividends and Profits 

225.57 

234.80 

285.68 

Other Non-Tax Revenue 

680.30 

770.59 

840.72 

Total—Non-Tax Revenue 

1962.30 

2115.32 

2347.22 

Total—Revenue Receipts 

8219.38 

8507.02 

9278.80 

Details of Capital Receipts 

(Rs in crores) 


1976-77 

1976-77 

1977-78 


Budget 

Revised 

Budget 

1. Market Loans 

535.06 

848.69 

889.75 

Gross Borrowings 

810.00 

1123.63* 

1019.00 

Less —Repayments 

274.94 

274.94 

129.25 

2. External Loans 

814.85 

733.89 

894.03 

Gross Borrowings 

1206.14 

1107.65 

1294.58 

Less— Repayment s 

3. Recovery of Loans and 

391.29 

373.76 

400.55 

Advances 

State and Union Territory 

1497.00 

1590.31 

1703.18 

Governments 

730.00 

790.31 

858.18 

Others 

767.00 

800.00 

845.00 

4. Small Savings 

390.50 

410.00 

425.00 

5. Provident Funds 

6. Special Deposits of Non- 

190.67 

190.38 

202.57 

Government Provident Funds 100.00 

150.00 

170.00 

7. Other Receipts 

894.43 

1328.04 

1347.16 

Total—Capital Receipts 

4422.51 

5251.31 

5631.69 


•Excludes Rs 100 crores of ad hoc treasury bills converted 
into dated securities. 


(Rs in crores) 



1976-77 

Budget 

1976-77 

Revised 

1977-78 

Budget 

1. General Services 

4510.39 

4698.10 

5120.42 

Organs of State 

90.68 

82.51 

76.73 

Fiscal Services 

279.49 

324.01 

337.70 

Interest Payments 

1351.86 

1390.11 

1600.25 

Administrative Services 

361.06 

393.20 

420.13 

Pensions and Misc. General 




Services 

141.67 

133 81 

184.10 

Defence Services (Net) 

2285.63 

2374.46 

2501.51 

2. Social and Community Services 

577.71 

622.07 

720.55 

3. Economic Services 

1168.66 

1525.19 

1804.81 

General Economic Services 

252.72 

352.67 

414.07 

Agriculture and Allied Services 

447.77 

719.09 

811.11 

Industry and Minerals 

262.78 

254.71 

360.13 

Water & Power Development 

106.33 

92.27 

110.16 

Transport and Communications 

99.06 

106.45 

109.34 

4. Grants-in-Aid and Contributions 




etc 

1432.86 

1708.49 

1762.36 

Grants-in-Aid to State and Union 




territory Governments 

1367.27 

1642.71 

1686.37 

Aid to other Countries 

49.51 

48.87 

58.72 

Other Grants & Contributions 

16.08 

16.91 

17.27 

Total -Revenue Disburements 

7689.62 

8553.85 

9408.14 


Details of Capital Disbursements 


(Rs in crores) 



1976-77 

Budget 

1976-77 

Revised 

1977-78 

Budget 

1. General Services 

280.44 

330.36 

568.23 

Defence Services 

258.37 

240.54 

306.49 

Other General Services 

22.07 

89.82 

261.74 

2. Social and Community Services 

93.29 

90.15 

121.96 

3. Economic Services 

1515.54 

1582.47 

1708.87 

General Economic Services 

27.21 

36.77 

49.04 

Agriculture and Allied Services 

26.54 

98.69 (- 

—)212.12* 

Industry and Minerals 

903.68 

922.06 

1184.20 

Water and Power Development 
Transport and Communications 
(Other than Railways and Posts) 

137.84 

120.29 

165.57 

and Telegraphs) 

149.82 

129.20 

153.88 

Railways 

259.50 

258.70 

325.95 

Posts and Telegraphs 

13.95 

16.76 

42.35 

4. Loans and Advances 

Loans and Advances to State and 

3390.77 

3626.52 

3735.19 

Union Territory Governments 
Loans for Social and Community 

1435.75 

1503.36 

1630.44 

Services 

20.51 

24.07 

24.18 

Loans for Economic Services 
Advances to Foreign 

1512.46 

1765.41 

1734.05 

Governments 

374.90 

257.70 

287.22 

Other loans 

47.15 

75.98 

59.30 

Total—Capital Disbursements 

5280.04 

5629.50 

6134.25 


•After taking into account recovery of Rs 250 crores from 
the Food Corporation towards value of fertiliser stock transferr¬ 
ed to it on March 1, 1976, 
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Plan Outlay 


Resources Transferred to State, and Union 
Territory Governments 

(Rs in crores) (Rs in crores) 



1976-77 

Budget 

1976-77 

Revised 

1977-78 

Budget 

1. States* Share of Taxes 
and Duties 

1626 

1689 

1788 

Union Excise Duties 

969 

1027 

1090 

Income Tax 

649 

652 

688 

Estate Duty 

8 

10 

10 

2. Statutory and Other Transfers 

734 

729 

781 

Grants 

582 

579 

579 

Loans 

152 

150 

202 

3. Assistance for Development 
outside Plan 

454 

583 

504 

Grants 

77 

157 

108 

Loans 

377 

426 

396 

4. Assistance for State and Union 
Territory Plans 

1258 

1386 

1473* 

Grants 

450 

564 

593 

Loans 

808 

822 

880 

5. Assistance for Central and Ccn 
trally Sponsored Plan Schemes 

357 

447 

559 

Grants 

258 

342 

406 

Loans 

99 

105 

153 

6. Total Gants and 

Loans (2+3+4+5) 

2803 

3145 

3317 

Grants 

1367 

1642 

1686 

Loans 

1436 

1503 

1631 

7. Less Recovery of Loans and 
Advances 

730 

790 

858 

8. Net resources Transferred to State 
and Union Territory 



Governments (1 +-6—7) 

3699 

4044 

4247 


N.B. The Union territories included in the above statement are 
those which have legislatures. 

* In addition, in the budget for 1977-78 Rsll4 crores are, 
provided for Plan outlay of union territories without 
legislature, Rs 15 crores for Plan schemes of the North 
Eastern Council and Rs 90 crores for Rural Electrification 
Corporation. Thus, the total provision in the budget for 
1977-78 for assistance towards state and union territory 
Plans amounts to Rs 1692 crores. 


1976-77 1977-78 


1 . 

Centra] Plan 

3347 

4096 

2. 

Central Assistance for State Plans 

1294 

1525 

3. 

Union Territory Plan Provision 




in the Budget 

118 

167 

4. 

Total Plan Provision in the 


— - 


Budget 

4759 

5788 

5. 

Extra Budgetary Resources for 




Central Plan 

743 

957 

6. 

Total— Central Plan (1+5) 

4090 

5053 

7. 

Central Plan Provision in the Budget 



General Services 

3 

12 


Social and Community Services 

428 

595 


Economic Services: 




General Economic Services 

72 

90 


Agriculture and Allied Services 

295 

449@ 


Industry and Minerals 

1800 

2058 


Water and Power Development 

152 

190* 


Transport and Communications 

597 

702 


Total 

3347 

4096 


@ Excludes Rs 26 crores for agricultural credit cooperatives 
and Rs 20 crores for integrated rural development program¬ 
me provided under General Economic Services, 

* Excludes Rs 56 crores for Rural Electrification Corporation 
provided as part of central assistance for state Plans. 
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RECORDS & STATISTICS 


Interim railway budget 
1977-78 


Presenting a surplus budget 
of Rs 264.5 million for 1977-78 
the Railway minister, Mr 
Madhu Dandavate has not pro¬ 
posed any change in the 
passenger fares or freight rates. 

In the ensuing year passen¬ 
ger traffic Mr Dandavate said, 
was expected to increase by six 
per cent and the originating 
revenue earning freight traffic 
is being targetted at 217 million 
tonnes, 11 million tonnes more 
than anticipated in the current 
year. With these traffic pros¬ 
pects, the minister said, gross 
traffic receipts at existing 
passenger fares and freight 
rates have been estimated at 
Rs 20914.4 million. The 
estimate of working expenses 
for the year, has been placed 
at Rs 16357.6 million. Besides, 
appropriation to the deprecia¬ 
tion reserve fund has been 
raised to Rs 1400 million in 
keeping with the proposals 
accepted by the Railway Con¬ 
vention Committee in their 
deliberations. 

Pension Fund 

The contribution to pension 
fund has also been enhanced to 
Rs 400 million to meet the 
anticipated higher withdrawals. 
Expenditure on open line works 
chargeable to revenue and mis¬ 
cellaneous tractions is expected 
to be Rs 236.7 million. Dividend 
liability to general revenues 
for 1977-78, based on arrange¬ 
ments approved by Parliament 
for 1976-77, is estimated at 
Rs 2255.6 million. Inclusive 
of these items of expenditure 
the estimated surplus for 1977- 


78 is of the order of Rs 264.5 
million. 

The following is the full text 
of the Railway minister's 
speech: 

Sir, I rise to place before the 
House the annual financial 
statement for the Indian 
government railways showing 
the estimated receipts and 
expenditure for the year 1977- 
78. The estimates are for the 
whole of the next financial 
year, but as the time available 
now, before the end of this 
financial year, for discussion of 
the demands for 1977-78 is 
very limited, I seek from this 
House, for the present, only a 
vote on account sufficient to 
cover the estimated expenditure 
for the first four months of the 
financial year 1977-78, leaving 
the supplies for the rest of the 
year to be voted separately 
later on. 

Operating Results 

I shall first begin with the 
operating results of 1975-76, 
the last completed financial 
year. The budget for the year 
visualized a surplus of Rs 23.03 
crores in the hope that the 
traffic revival noticed in the 
preceding year would gather 
momentum during 1975-76. 
The actual trend of materialisa¬ 
tion of traffic in 1975-76 was 
better than what was expected 
at the time of the budget, and 
this was reflected in the revised 
estimates for traffic receipts. 
However, the increased traffic 
receipts were more than offset 
by post-budgetary liabilities 
amounting to Rs 152.36 crores, 
arising mainly out of retro¬ 


active sanction of five addi¬ 
tional instalments of dearness 
allowance. The net result, 
therefore, for 1975 76 at the 
revised estimate stage was a 
deficit of Rs 62.81 crores, 
against the original budgeted 
surplus of Rs 23.03 crores. The 
final accounts for the year 
1975-76 indicate a deficit of 
Rs 61.11 crores, or an improve¬ 
ment of Rs 1.70 crores over 
what was expected at the 
revised estimate stage. 

Freight Earnings 

In the budget estimates for 
the current year 1976-77, a 
surplus of Rs 8.98 crores was 
expected after taking into 
account the effect of the pro¬ 
posals for adjustment of freight 
charges in respect of certain 
specified commodities. The 
current year has been for many 
years, the best operating year 
for the Indian railways. This 
can be seen from the fact that 
during the period from April, 
1976 upto the end of January, 
1977, 13.3 million tonnes more 
of originating revenue earning 
traffic have been loaded as com¬ 
pared to the corresponding 
period of last year. This is 
also about seven million tonnes 
more than the loading propor¬ 
tional to the original budget 
estimate. There was vigorous 
marketing effort, and all the 
goods traffic that was offered 
was carried by the railways, 
and the outstanding registra¬ 
tions were very low. Power 
houses, cement plants and 
other coal using industrtes had 
adequate stocks of coal right 
through. As regards export of 
iron ore, the full demands were 
met. Movement of brick burn¬ 
ing coal and soft coke which 
showed a decline in the earlier 
part of the year, for lack of 
demands, has picked up subs¬ 
tantially from the month of 


December. The total originat¬ 
ing loading both for the revenue 
earning and the non-revenue 
traffic combined, is expected to 
be an all time record exceeding 
230 million tonnes. 

Increase in passenger traffic 
during the current year has 
been truly phenomenal. 
Against 1,183 million originat¬ 
ing suburban passengers and 
915 million originating non¬ 
suburban passengers during 
April - December 1975, the 
numbers in the corresponding 
period this year have been 1,305 
million suburban and 1,137 
million non-suburban, record¬ 
ing an increase of more than 
10 per cent under the former 
and 24 per cent in respect of 
the latter. This increase is the 
combined effect of check of 
ticketless travel and all round 
improvement in passenger 
train operations. During the 
period April - December 1976, 
96 new non-suburban trains 
were introduced and frequency 
of five trains was increased. In 
addition, the run of 50 pairs of 
non-suburban trains has been 
extended. The result of these 
changes has been an increase 
of over 25,000 train kilometres 
per day. 

Traffic Receipts 

On the basis of the trend of 
traffic, the revised estimate of 
gross traffic receipts for 1976-77 
has been placed at Rs 1987.55 
crores, or an increase of about 
Rs 32 crores over the budget. 

On the working expenses 
side, I am glad to say that 
inspite of the increase in traffic 
over the budgeted level the 
revised estimates record a net 
saving of about Rs 3 crores 
over the budget as a result of 
better efficiency and tighter 
expenditure control. The actual 
saving could have been more 
but for the inescapable addi- 
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tional expenditure to meet the 
increased requirement of fuel, 
lubricants and other materials 
necessitated by higher traffic as 
compared with the budget. 
Even though the year is expect¬ 
ed to close with a lower net 
expenditure than the sanctioned 
budget under all the revenue 
demands taken together, 
increased allocations will be 
required under some demands. 

I am, therefore, approaching 
the house for supplementary 
demands for grants where 
additional expenditure autho¬ 
risation has been found to be 
necessary. 

Satisfactory Results 

It is a matter of great satis¬ 
faction that the railways are 
now expected to close the 
current financial year with a 
net surplus of Rs 35.67 crores, 
as against Rs 8.98 crores surplus 
anticipated in the budget. 
When the accounts for the 
year are finally closed, it is 
possible that the actuals might 
even exceed this level of 
surplus. 

The Railways* developmental 
programme for 1976-77 
envisaged a total outlay of 
Rs 417.81 crores including 
Rs 10 crores for the Metro¬ 
politan Transport Projects and 
Rs 5 crores to meet the 
working capital requirement 
for financing export orders. 
Due to overall financial con¬ 
straints, this allocation was 
less than what the Railway 
ministry had projected as its 
requirement; but all the same 
by careful planning of the 
various developmental projects, 
including line capacity works 
and renewals, it has been 
possible to maintain the Plan 
targets within this allocation, 
except in the case of new line 
constructions. In the case of 
new line constructions the 
ministry of Finance and the 


Planning Commission were 
specially requested for an addi¬ 
tional allotment of Rs 3 
crores to keep up the progress 
on certain project oriented 
lines. 

This additional allocation 
has been agreed to and is 
included in the supplementary 
demands 1976-77. In respect of 
rolling stock, due mainly to 
updating of the prices of rolling 
stock turned out of the diesel 
loco works, Varanasi and 
Chittaranjan loco works, some 
financial adjustments involving 
transfer of value from inven¬ 
tories to rolling stock have been 
found to be necessary result¬ 
ing in increase in the gross 
expenditure under demand 15j 
the net outlay remaining un¬ 
affected. I am, therefore, 
approaching the house for 
additional expenditure autho¬ 
risation under demands 14 
and 15. 

Indo-Pak Link 

An important development 
during the current year is the 
resumption of Indo-Pak rail 
traffic. Arising out of the joint 
statement signed by the Foreign 
Secretaries of India and Pakis¬ 
tan at Islamabad on May 14, 
1976, the details for the resto¬ 
ration of rail communications 
across the Atari-Wagha border 
were worked out towards the 
end of June 1976. Rail com¬ 
munications between India and 
Pakistan were resumed on 
July 22, 1976 with the running 
of a daily express train from 
Amritsar to Lahore and back. 
However, interchange of freight 
traffic started only from the 
September 3, 1976. By the 
end of February 1977, more 
than 17,150 passengers crossed 
over from India to Pakistan and 
over 23,000 passengers from 
Pakistan to India. Nearly 900 
wagon loads of freight traffic 
have also been moved to Pakis¬ 
tan from India. Goods traffic 


from Pakistan to India has, 
however, to pick up. 

Before I deal with the 1977- 
78 budget estimates, it would 
be in order to paus: and take 
stock of the general perfor¬ 
mance of the Railways in the 
financial year which will end in 
a few days. Noticeable improve¬ 
ment in railway operation com¬ 
menced from 1975-76 and has 
been further consolidated in 
the current year. There has 
been general appreciation of 
the unprecedented improvement 
in railway working. I might 
mention briefly that in almost 
all spheres of railway working, 
the railways have excelled the 
best norms that they had ever 
achieved before. The menace 
of unauthorised travel agents 
and anti-social elements indulg¬ 
ing in malpractices in seat 
reservation has been largely 
eliminated. At large stations, 
bookinand reservation counters 
have been increased and the 
long queues have now been 
reduced considerably. Addi¬ 
tional long distance fast trains 
have been introduced and over¬ 
crowding has been reduced 
substantially not only as a 
result of additional trains but 
also by a continued watch on 
ticketless travellers. Cleanli¬ 
ness in trains and at railway 
stations has improved; substan¬ 
tial improvement has also been 
made in the railway catering 
service. 

Record Punctuality 

Punctuality of trains, which 
was only in the region of 
about 65 per cent prior to 1975, 
has registered spectacular 
improvement. 

Even as compared to 1975-76 
the percentage of trains not 
losing time has recorded 
an improvement and the 
average of trains maintain¬ 
ing punctuality is at present 
well over 90 per cent. 

Apart from the welcome 


improvement in the punctuality 
of passenger train services, the 
current year also witnessed 
introduction of a number of 
super-fast long-distance Mail 
and Express trains to connect 
important state capitals and 
cities. Some of these super¬ 
fast trains, such as the Tamil- 
nadu Express, the Karnataka 
Kerala Express, the Jammu- 
Tawi-Bombay Express and the 
Gomti Express have consider¬ 
ably reduced the journey time 
and have made travel comfort¬ 
able. It has been possible to 
introduce these trains without 
any substantial additions to 
the facilities existing at the 
various terminal points and also 
without affecting the growth of 
the freight traffic, which is 
essential to growth of the 
economy of the country and for 
the viable working of the rail¬ 
ways. 

Saturation Limit 

It has to be meationed 
in this connection that many of 
our important terminals like 
Delhi, Bombay, Calcutta and 
Madras are now reaching a 
saturation limit and that addi¬ 
tional facilities will have to be 
planned and provided to cater 
for increased passenger traffic. 

Due to dissolution of the 
fifth Lok Sabha on IK-1-1977, 
the Convention Committee's 
recommendations for 1977-78 
are not available to govern¬ 
ment. Consequently, the com¬ 
putation of dividend to gene¬ 
ral revenues has been made on 
the basis of the recommenda¬ 
tions made by the Railway 
Convention Committee, 1973 
for the yeir 1976-77 as appro¬ 
ved by Parliament. The appro¬ 
priation to depreciation reserve 
fund has been proposed at 
Rs 140 crores for the year 
1977-78 as against Rs 135 
crores made during 1976-77. 
This increase was fully accept¬ 
ed by the committee in the 
course of their discussions with 
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tlie ministry. Their earlier 
recommendations for relief in 
certain specified areas requir¬ 
ing consultation with the 
concerned ministries, etc are 
being pursued so that the 
railways may obtain some 
desired financial relief on 
account of the various social 
obligations. 

Convention Committee 

In their recommendations 
for 1976-77, the Railway 
Convention Committee had, 
by and large, continued the 
earlier concessions. Addit : onal- 
ly, they had also accepted the 
suggestion that the cost of staff 
quarters sanctioned for cons¬ 
truction during the fifth Plan 
period may be allocated to 
capital instead of the develop¬ 
ment fund, the railways being 
liable for payment of dividend 
to general revenues on such 
capital only if they are able to 
meet their other dividend 
obligations in full. As it is 
expected that the railways 
will earn a net surplus during 
the two years 1976-77 and 
1977-78, the dividend payable 
to general revenues includes 
the dividend liability in respect 
of the cost of staff quarters 
chargeable to capital in terms 
of the Railway Convention 
Committee's recommendation. 

1 shall now deal with the 
budget estimates for 1977-78. 
The gross traffic receipts for 
the year, at the existing level 
of rates and fares, are estimat¬ 
ed at Rs 2091.44 crores, re¬ 
cording an increase of about 
Rs 104 crores over the revised 
estimate for the current year. 
The increase in the traffic 
receipts is based on an estima¬ 
ted six per cent growth under 
‘passengers' and an originating 
revenue-earning freight traffic 
target of 217 million tonnes. 

The ordinary working ex¬ 
penses (net) have been placed 


at Rs 1635.75 crores, involving 
increase of about Rs 87£ crores 
over the revised estimates for 
the current year. The higher 
provision takes into account 
the effect of annual increments 
to the staff, and full year’s 
effect in 1977-78 of the imple¬ 
mentation of Miabhoy Award, 
upgradation of posts and 
removal of anomalies etc. 
Increased provision has also 
been made for maintenance of 
track, rolling stock and other 
equipment, apart from addi¬ 
tional fuel requirement to 
meet the demands of the 
higher traffic expected to be 
moved during 1977-78 as com¬ 
pared with the current year. 

As mentioned earlier, in¬ 
creased provision ha', been 
made for appropriation to the 
depreciation reserve fund. 
Appropriation to pension 
fund has also been increased 
by Rs 5 crores over the current 
year to meet the expected 
withdrawal from the fund for 
payment of pension to retired 
pensionable railway employees. 
The liability for payment of 
dividend to general revenues 
for 1977-78 works out to 
Rs 225.56 crores, against the 
current year’s revised estimate 
of Rs 211.30 crores, on the 
basis of the recommendations 
of the Railway Convention 
Committee, 1973. 

Net Surplus 

Taking into account the 
various provisions made in 
the budget for 1977-78 as 
presented to the House, the 
railways are expected to earn 
a net surplus of Rs 26.45 
crores, and this sum is pro¬ 
posed to be transferred fully - 
to the Railway Development 
Fund. Thus we hope to earn, 
for the second year in succes¬ 
sion, a net surplus after pay¬ 
ment of dividend to general 
revenues. Despite the net 


surplus aggregating over Rs 62 
crores expected to be realised 
in the two years, the railways’ 
indebtedness to the general 
revenues on account of tem¬ 
porary loans obtained for 
development fund and revenue 
reserve fund expenditure is 
expected to be of the order of 
Rs 477.18 crores at the end of 
1977-78. It may be recalled 
that the budget for 1976-77 
envisaged the railway indebted¬ 
ness as on March 31,1977 to 
be Rs 491.50 crores. According 
to the revised estimates, this 
figure is expected to be reduc¬ 
ed to Rs 461.99 crores at the 
end of the current year. The 
balance of Rs 477.18 crores as 
on March 31,1978, in terms of 
the budget for 1977-78, is a 
sizable debt, and it would be 
our endeavour to see that it is 
eontained within reasonable 
limits, if not reduced. 

No Increase 

In spite of the heavy indebted¬ 
ness of the railways, I am not 
bringing forward any propo¬ 
sals for increase of freight 
rates and fares. The present 
freight structure is largely 
based on the recommendations 
made by a high power com¬ 
mittee appointed in 1955. The 
Public Accounts Committee 
(1974-75) have given a recom¬ 
mendation in their 148th 
report that the railways 
should undertake rationalisa¬ 
tion of the tariff. Pursuant to 
this recommendation the 
government have decided to 
appoint a high power expert 
committee to study the prob¬ 
lem comprehensively and make 
suitable recommendations in 
the matter. 

As a result of discussions 
held with the [Planning Com¬ 
mission and the ministry of 
Finance, the Plan allocation 
of Rs 501 a crores has been 
agreed to for 1977-78 to enable 


the railways to provide inputs 
for building up the originat¬ 
ing freight loading target of 
250/260 million tonnes by 
1978-79, the last year of the 
fifth five-year Plan. This alloca¬ 
tion includes Rs 10 crores for 
the motropolitan transport 
projects at Bombay, Calcutta, 
Delhi and Madras. In addi¬ 
tion, a sum of Rs 2.80 crores 
has been provided to enable 
the production units of the 
Railways to meet their working 
capital requirement in respect 
of export orders. 

Electrification Project 

« 

The share of new lines 
and restorations is Rs 23.58 
crores and of electri¬ 
fication projects Rs 19 crores, 

I am aware of the need for 
railway development, without 
any delay, in certain backward 
regions of Konkan, Orissa, 
Madhya Pradesh, north 
eastern part of the country 
and other areas. I will initiate 
necessary steps in this connec¬ 
tion. 

The year 1975-76 witnessed 
normalcy in staff relations. The 
performance of the railways 
during the current year is a 
testimony to the high calibre 
of men and women employed 
at all levels on the railways 
and their unfailing commit¬ 
ment to the tasks assigned to * 
them. The collective bargain¬ 
ing evolved on the railways 
over the years has to be re¬ 
activated and it will by my 
constant endeavour to seek the 
cooperation of the trade union 
machinery in this task. I will 
strive to introduce a new ele¬ 
ment of dynamism in the 
management—labour relation¬ 
ship. 

Certain anomalies arising 
out of the implementation of 
the Pay Commission recom¬ 
mendations were referred to a 
joint committee of labour and 
management and an agreement 
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was finally reached and is under 
implementation. A number of 
non-gazetted posts have been 
upgraded on the railways to 
increase promotional oppor¬ 
tunities for the staff. A tribunal 
has also been set up for re¬ 
classification of the workshop 
and artisan staff, according to 
the job content.! will strive to 
seek the cooperation of labour 
to improve the results. 

All the railway employees 
who were either suspended or 
dismissed as a sequel to their 
participation in the railway 


strike in May, 1974, will be 
re-instated unconditionally. 
This is in consonance with the 
stand I have consistently taken 
in this House in the past and 
the pledge I have given to the 
working class. 

In this context I should like 
to inform the House that 
concrete steps have been taken 
for labour participation in 
management. Apart from shop 
councils formed in the pro¬ 
duction units with manage¬ 
ment and labour representa¬ 
tives, the scheme of workers' 

enue Receipts and Expenditure of 


participation has been exten¬ 
ded to commercial and service 
organisations having large 
public dealings. As an experi¬ 
mental measure, station com¬ 
mit tecs have been set up in 
Bombay, Madras and Delhi in 
which representatives of or¬ 
ganised labour arc associated 
with the objective of providing 
better service to the custo¬ 
mers. 

In view of the impressive 
results achieved by the rail¬ 
ways in the current year, and 
the expectation of an equally 

Indian Government Railways: 19 


successful next financial year, 
the House will no doubt 
appreciate the unstinted co¬ 
operation and total dedication 
to duty displayed by railway 
employees at all levels. It is 
also a matter of satisfaction 
that a surplus budget could be 
presented for the year 1977-78 
without any increase in fares 
and freight rates. I am con¬ 
fident that the lailways will 
continue to get the full support 
of the House, cooperation 
from the public and dedicated 
service from all employees. 

1-7H 

(Rs thousands) 



Actuals, 

1971-72 

Actuals, 

1972-73 

Actuals, 

1973-74 

Actuals. 

1974-75 

Actuals, 

1975-76 

Budget 

Estimate, 

1976-77 

Revised 

Estimate, 

1976-77 

Budget 

Estimate, 

1977-78 

Capital-at-chargc© 

3520,99,34 

3725,81,49 

3893,37,58 

4105,55,64 

4354,78,03 

4591,40,84 

4605,62,92 

4921,57,92 

Traffic Earnings— 

(a) Coaching— 

(/) Passengers— 

Upper 

39,09,06 

41.38,88 

43,42,13 

45,33,70 

53,04,2) 

51,10,75 

54,32,07 

57,62,54 

Second 

281,03,74 

302,41,82 

323,72,50 

367,21,38 

461,08,25 

466,90,25 

517,86,93 

549,37.46 

Toi al Passi ngi rs 

320,12,80 

343,80,70 

367,14.63 

412,55,08 

514,12,46 

518,01,00 

572,19,00 

607,00,00 

(/7) Other Coaching 

69,43.11 

65,64,54 

59,34.98 

69,20,65 

89,42,31 

87,18,00 

90,31,00 

92,31,00 

(b) Goods 

675,29,96 

620,68,47 

680,40,99 

917,50,63 

1150,27,26 

1327,63,00 

1294,23,00 

1362,76,00 

(c) Sundry other earn- 

ings 

36,83,72 

35,59,60 

40,08,65 

39,01,80 

50,03,55 

43,00,00 

52,37,00 

54,37,00 

Total 

1101,69,59 

1165,73,31 

1146,99,25 

1438,28,16 

1803,85,58 

1975,82,00 

2009,10,00 

2116,44,00 

Suspense 

—5,10,23 

3,31,10 

—9,10,74 

—30,08,81 

- -36,84,94 

*20,00,00 

- 21,55,00 

—25,00,00 

♦Gross Traffic Receipts 

1096,59,36 

1162,42,21 

1137,88,51 

1408,19,35 

1767,00,64 

1955,82,00 

1987,55,00 

2091,44,00 

Working Expenses— 

Ordinary Working Expcnscs- 
(i) Administration 

87,64,50 

91,96,74 

102,29,82 

129,12,69 

155.89,15 

158,20,72 

156,68,33 

157,85,80 

(/7) Repairs and 

Maintenance 

272,73,59 

309,89,55 

356,11,21 

452,74,31 

557,61,77 

600,06,36 

595.10,77 

635,38,14 

(Hi) Operating Stalf 

175,74,97 

183,48,48 

205,29,91 

264,90,42 

312,32,66 

321,95,81 

319.18,35 

327,74,47 

(iv) Operation (Fuel) 

155,92,57 

162,36.64 

158,88,31 

197,02,02 

254,52,29 

282,67,27 

283,41,99 

313,62,35 

(v) Operation other 
than Staff and 

Fuel . 

41,94,95 

44,69,57 

46,70,11 

61,13,17 

84,58,02 

82,36,77 

86,30,21 

92,41,32 

(v/) Miscellaneous Ex 
penses 

36,73,83 

36,22,58 

37,20,77 

50,01,04 

54,36,43 

55,51,65 

57,66,18 

57,17,38 

(vii) Staff Welfare 

28,44,70 

30,22,09 

33,73,97 

43,39,83 

52,60,19 

54,43,27 

55,17,54 

56,88,56 

Total 

799,19,11 

858,85,65 

940.24,10 

1198,33,48 

1471,90,51 

1565,31,85 

1553,53.37 

1641,08,02 

Suspense 

-3,87,27 

-2,22,76 

—4,91,17 

-12,05,58 

—1,73,63 

3,90,17 

—5.30,33 

- 5,32,56 

Total—Ordinary 

Working Explnsls 

795,31,84 

856,62,89 

935,32,93 

1186,27,90 

1470,16,88 

1551,41,68 

15,48,23,04 

1635,75,46 

♦Includes Receipts 
of worked lines 

56,77 

55,70 

24,85 

25,90 

33,26 

68,21 

72,98 

75,16 


©Excludes Capital-at-Charge on MTP * 

—Contd. 
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Revenue Receipts and Expenditure of Indian Government Railways : 1977-78—Contd. 



Actuals, 

1971-72 

Actuals, 

1972-73 

Actuals, 

1973-74 

Actuals, 

1974-75 

Actuals, 

1975-76 

Budget 

Estimate, 

1976-77 

Revised 

Estimate, 

1976-77 

Budget 

Estimate, 

1977-78 

Appropriation to Depre¬ 
ciation Reserve Fund 

105,00,00 

110,00,00 

115,00,00 

115,00,00 

115,00,00 

135,00,00 

135,00,00 

140,00,00 

Appropriation to Pension 

Fund . 

11,38,00 

15,85,00 

15,85,00 

15,85,00 

24,25,00 

29,50,00 

34,40,00 

39,35,00 

Payment to Worked 

Lines— 

(a) Net earnings 

13,53 

12,57 

13,32 

13,91 

17,88 

15,63 

18,86 

19,39 

(b) Rebate 

1,79 

1,79 

1,79 

1,79 

1,79 

1,79 

1,79 

1,79 

Total Working Expenses 

911,85.16 

982,62,25 

1066,33,04 

1317,28,60 

1609,61,55 

1716,09,10 

1717,83,69 

1815,31,64 

Net Traffic Receipts 

184,74,20 

179,79,96 

71,55,47 

90,90,75 

157,39,09 

239,72,90 

269,71,31 

276,12,36 


Miscellaneous 1 ransac- 
tions— 


(a) Receipt— 

(i) Other receipts 


from subsidised 


companies 

2,68 

6,63 

2,65 

3,00 

5,84 

4,07 

6,72 

8,82 

(ii) Other Miscella¬ 
neous Receipts 

34,85 

28,34 

27,66 

31,88 

54,24 

23,53 

44,26 

25,52 

(iii) Receipts from 

surcharge on pas¬ 
sengers 




6,64,93 

7,89,99 

8,06,07 

8,89,35 

9,22,84 

Total Receipts 

37,53 

34,97 

30,31 

6,99,78 

8,50,07 

8,33,67 

9,40,33 

9,57,18 

Expenditure— 

(i) Land 







, 

, , 

(ii) Subsidy 

75 


91 

1,20 

7,93 

11,95 

25,12 

25,12 

(iii) Surveys 

69,72 

31,70 

74,99 

91,94 

82,71 

76,98 

71,16 

83,07 

(iv) Other Miscella¬ 
neous Expenditure 

7,91,02 

8,17,75 

8,78,06 

10,70,06 

12,19,6) 

13,03,27 

12,69,87 

13,72,67 

(v) Open Line works 
—Revenue 

7,29,78 

7,07,87 

6,75,56 

5,82,95 

7,60,96 

9,00,00 

8,99,24 

9,00,00 

(vi) Appropriation to 
Pension Fund 

12,00 

15,00 

15,00 

15,CO 

25,00 

50,00 

60,00 

65,00 

(vii) Appropriation to 
Accident Com¬ 
pensation, Safely 
& Passenger 

Amenities l und 




6,64,90 

7,89,99 

8,06,07 

8,89,35 

9,22,84 

Total Expenditure 

16,03,27 

15,72,32 

16,44,52 

24,26,05 

28,86,19 

31,48,27 

32,14,74 

33,68,70 

Net Miscellaneous Receipts 

-15,65,74 

-15,37,35 

—>16,14,21 

-17,26,27 

- 20,36,12 

-23,14,60 

—22,74,41 

-24,11,52 

Net Revenue 

169,08,46 

164,42,61 

55,41,26 

73,64,48 

137,02,97 

216,58,30 

246,96,90 

252,00,84 


Paymeuts to General 
Revenues— 


(i) Dividend to~) 

General Revenues | 

(ii) Payment in line ] 
of passenger fare ! 

tax f 151,24,46 161,50,58 170.91,63 187,47,21 198,14,33 207,59,82 212,29,92 225,55,65 

(iii) Contribution to | 

Railway Safety | (155,13,30)* (203,25,54)* 

Works Fund J 
Surplus (+) or shortfall 

(—) for the year +17,84,00 +2,92,03 - 115,50,37 —113,82,73 —61,11,36 +8,98,48 +35,66,98 +26,45,19 

(—99,72,04)t i —129,61,06)t 


Operating Ratio** 83.1% 84.5% 93.7% 93.5% 91.1% 87.7% 86.4% 86.8% 

Ratio of net Revenue to 

Capital-at-charge 4 8% 4.4% 1.4% 1.8%; 3.1%- 4.7% 5.4% 5.1% 


*Represents actual payment of dividend to general revenues as per accounts. 

♦♦Ratio of total working expenses to gross traffic receipts. • 

flncludes unpaid dividend of Rs 15,78,33 thousands pertaining to 1973-74, adjusted in 1974-75. 
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Hatchet job for Patel 

While presenting the interim budget to the Lok Sabha on March 28, the Finance 
minister in the new government clearly explained that, as “there was no time since 
we assumed office to recast these estimates and to print the budget documents afresh”, 
the annual financial statement and the demands for grants prepared earlier (by the 
previous government) ‘‘will serve the limited purpose of fulfilling the constitutional 
requirements for taking a vote on account before the 31st March, 1977”. We need 
not therefore take this interim budget and its demands for grants any more seriously 
than Mr H.M. Patel has done; to quote him, “they do not reflect our philosophy, 
policies and programmes”. 

Nevertheless, the present government or its Finance minister dearly does not 
have a blank slate to write on. The immediate past will certainly cast its shadow 
heavily on the immediate future. The interim budget estimates present a picture 
which is altogether disturbing. Revised estimates for the financial year 1976-77 
show that there will be a revenue deficit of Rs 47 crores instead of an anticipated 
revenue surplus of Rs 529 crores. This is in spite of an improvement of over Rs 288 
crores in total revenue receipts, which has come about in the difficult context of 
stalled investment in industrial expansion and a demand recession in many industries,, 
Worse still, the overall deficit has gone up from Rs 328 crores to Rs 425 crores, 
although total capital receipts have gone up by Rs 829 crores thanks partly to spec¬ 
tacular stepping up of open market borrowing. 

Taking part in the debate on the interim budget, the Finance minister in the 
previous government naturally defended its management of the economy. He did 
not have to pul his neck out, however, by laying claim to excellence. Even he who 
runs may read from the budget figures a story of fiscal profligacy which is an ironical 
commentary on the disciplinary ethics of the emergency. Apart from the direct finan¬ 
cial costs of the emergency reflected in increased expenditure on such attractive items 
as police and jails, the dismissed Congress government, evidently, was liberal with the 
people’s money in financing its massive effort to make India safe for Indira. Revenue 
disbursements on such items of expenditure as “General Services”, “Social and Com¬ 
munity Services”, “Economic Services” and “Grants-in-aid to States etc” have increased 
very substantially as also capital disbursements on “General Services”, “Economic 
Services” and “Loans and Advances”. It would be useful, indeed, if Mr H.M. Patel 
would instruct the Finance ministry to undertake a detailed analysis of the nature of, 
justification for and returns from these increases in disbursements and share the 
resulting information with the public. Meanwhile, it should be easy for us to see 
the point of his forthright assertion that the present government can obviously assume 
no responsibility “for the budgetary developments during the current year”. 

That these developments have made their own contribution to the vigorous 
reappearance of bottled-up inflationary pressures is a reasonable assumption. The 
previous government was waving the big stick of monetary discipline at trade and 
industry all the time, but it itself was observing very little fiscal discipline. The 
emergency, certainly, seems to have had its own set of values, economic as 
well as ethical. The electorate has settled the political account of the old 
regime at the hustings, but the economy has still to pay the bill for the fiscal misma¬ 
nagement of the fallen politicians. The budget estimates for the new financial year, 
as prepared by the previous government, indicate a net deficit of Rs 632 crores at 
existing levels of taxation and after taking into account special borrowings of the 
order of Rs 800 crores against drawal of foreign exchange reserves. Mr Patel has 
rightly said that “in the context of the rise in the wholesale price index of 12.5 per 
cent that has occurred since March 1976, any deficit financing has to be viewed with 
concern”. He has also declared that “in order to reverse the rising trend of prices 
and to usher in a period of reasonable price stability, the government is of the firm 



view that financing of public expenditure 
in a manner which would generate infla¬ 
tionary pressures should be eschewed*’. 

This is also the broad principle on 
which the present prime minister, Mr 
Morarji Desai, had attempted to act 
during his terms as Finance minister 
in previous governments. But, on, 
those .occasions, the emphasis was 
on raising more resources through ad¬ 
ditional taxation. This approach has 
outlived whatever utility it might have 
had. In fact, if the tax policies of the 
last two budgets of the previous govern¬ 
ment have any positive lesson to teach us 
it is that even small reductions or reliefs 
in taxation, both direct and indirect, 
could actually help the government to 
improve its tax revenues although the 
economy may not be functioning at its full 
efficiency yet. Mr Patel may do worse than 
pushing this wisdom to its logical limit. 

Simultaneously, the government has to 
reassert control over public expenditure, 
including Plan outlays. This is the pre¬ 
condition of relative price stability or 
other factors of economic normalcy. The 
Finance minister has promised to carry 
out this exercise by revising the budget 


estimates in time for the presentation of 
the regular budget in May. Meanwhile 
he has asked the various ministries, 
departments and public sector undertak¬ 
ings under the control of the central 
government not to take up new schemes 
and not to enter into fresh major com¬ 
mitments. Even more meaningfully, he 
has decided that the possibility of re¬ 
phasing or re-scheduling continuing 
schemes should be explored. We may 
welcome this holding operation as an 
earnest of the government’s resolve to 
dedicate itself to the realities of the 
development process instead of losing it¬ 
self in the fictions of ‘big’ planning. Mr C. 
Subramaniam was tactless enough to twit 
the new Finance minister with his 
Swatantra past. Little did he realise 
that, by reminding Mr Patel of that 
affiliation, he was doing the country a 
service in a way not intended by him. 
There is more in the Swatantra credo 
that is relevant to the current problems 
of the economy and the community than 
is dreamt of in the philosophy of which 
Mr Subramaniam has been a practitioner 
for so many years. Truth is too strong 
to be destroyed by a label. 


Cotton causes concern 


Among the many problems facing the 
cotton textile industry in this country, 
the uncertainties relating to the availabi¬ 
lity of raw cotton is an outstanding one. 
The indigenous production of this fibre 
has always been supplemented by imports 
in order to meet the rising demand of 
cotton textile mills. The volume of yearly 
imports has varied according to the state 
of the domestic crop. For example, the 
highest consumption of imported cotton 
in the last two decades was witnessed in 
1960-61 at 1.19 million bales (one bale 
= 170 kg.) while the lowest was 0.2 mil¬ 
lion bales in 1974-75. An early, accurate 
estimate of the domestic crop, therefore, 
is central to the fixation of the volume to 
be imported in any year. Unfortunately, 
the official and non-official estimates of 
the probable yield of the cotton crop 
usually differ widely every year leading to 
delayed official decisions to sanction 


imports. In the meantime, mills undergo 
hardships either through the non-avail¬ 
ability of raw cotton or through its 
fluctuating prices. 

The current cotton year, for instance, 
will end in August 1977 and at the time 
of writing, the East India Cotton Associa¬ 
tion (EICA) was not able to put forth a 
reasonably accurate forecast of the yield 
of cotton. All that the president of the 
EICA stated recently at the 55th annual 
general meeting of the association was: 
“I will not venture to forecast a crop 
estimate for this year but it is almost 
certain that the crop is * substantially less 
than 6.6-6.7 million bales as estimated 
at the last cotton Advisory Board’s 
meeting”. Informed circles placed the 
crop for the current year between 5.5 and 
5.7 million bales. Surely, this order of 
difference in official and unofficial esti¬ 
mates of cotton crop had a disastrous 


impact on cotton prices in the market. 
The Bombay market reported a rise of 
more than 41 per cent in the price of 
Laxmi (A) cotton, more than 75 per cent 
for RG-320F variety of cotton and more 
than 83 per cent for CJ-73 variety of 
cotton between February 28, 1976 and 
February 28, 1977. 

past experienco 

The spurt in cotton prices in the past 
year was not unique. In similar circum¬ 
stances, fluctuations in cotton prices were 
witnessed in earlier years as well. For 
example, the percentage change in the 
index numbers of wholesale prices between 
the highest and the lowest levels was 38.3 „ 
percent in 1970-71, followed by 56.9 per 
cent in 1971-72, 55.7 per cent in 1972-73 
and 46.2 per cent in 1973-74. The 
National Commission on Agriculture 
which studied this problem in depth came 
to the conclusion that the various steps 
taken by the government at different 
times had failed to reduce the amplitude 
of the fluctuations in cotton prices. Stated 
the Commission: “Past experience indi¬ 
cates that measures taken to influence 
cotton prices either by price regulation or 
indirectly through regulation of movement 
of indigenous cotton, imposition of 
limits on stocks held by the mills or res¬ 
tricting availability of credit to the trade 
and mills have not been quite effective 
in containing price fluctuations of cotton 
within ieasonable limits”. It put forward 
the suggestion that this task could best 
be performed by an agency in the public 
sector. *• 

The government of India set up the 
Cotton Corporation of India (CCI) on 
July 31, 1970, which, among other things, 
was asked to “purchase, sell and other¬ 
wise dispose of and deal in raw cotton 
imported from abroad” in an effort to 
impart stability to cotton prices in this 
country. During the current year, the 
government allocated foreign exchange 
worth Rs 250 crores in order to import 
cotton from abroad in view of the expect¬ 
ed shortfall in domestic production. At 
the end of February this year, the CCI 
had already imported 800,000 bales of , 
foreign cotton worth Rs 215 crores, and all 
of it had been offered to the cotton textile 
mills. While the CCI had thus played an 
extremely useful role in providing, the 
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mills with much-needed long staple 
imported cotton, it had failed to curb 
the sharp rise in prices due to the big gap 
between demand and supply of this fibre. 

The monopoly procurement scheme in 
Maharashtra has come in for severe 
criticism in recent years. There is a view 
that this scheme has been instrumental in 
reducing the production of cotton in this 
state. The data tend to support this thesis. 
Whereas the production of cotton in 
Maharashtra was 1.20 million bales in 
1972-73 and had risen to 1.76 million 
bales in 1974-75, the output in the current 
cotton year i.e. 1976-77 was expected to 
be no more than 0.75 million bales. 
This sharp fall in production was indeed 
intriguing and needed to be investigated. 
The National Commission on Agriculture 
had recommended in 1975 in its interim 
report that the working of this scheme 
should be watched for a few years before 
any decision was taken about its continua¬ 
tion in Maharashtra or its adoption by 
other states. In view of the sharp fall in 
production of cotton in Maharashtra, 
the time had come to review the scheme 
before further damage was caused to 
the output of cotton in the state. 

undependable target 

The Planning Commission is of the 
view that the demand for cotton in 1978-79 
would be of the order of 8.2 million 
bales. While the production of cotton in 
1976-77 is estimated to be less than six 
million bales, as stated above, the target 
for 1977-78 has been set at 7.5 million 
tonnes. It does not seem to be possible to 
attain this target because the output of 
this crop is highly dependent on rainfall. 
The irrigated area under cotton in 1970-71 
was only 16 per cent of the total and not 
much improvement has taken place in this 
regard during the past seven years. The 
major strategy for increasing cotton pro¬ 
duction on long-term basis has to be 
concentrated on bringing additional area 
under irrigation. The only states which 
have made significant progress in this 
regard are Haryana, Punjab and Uttar 
Pradesh. Maharashtra and Madhya 
Pradesh which claim nearly half of the 
area under cotton in the country have 
little irrigation—not more than two per 
cent of the area under this crop. 

It may be stated here that cotton prices 


all over the world have been moving 
upwards since the beginning of the current 
decade. According to statistics compiled 
by the International Monetary Fund, 
cotton prices in 12 US markets multi¬ 
plied almost three times from 25.10 US 
cents per pound in 1970 to 72.70 US 
cents per pound in December 1976 after 
having touched an all-time peak at 78.60 
US cents a month earlier. In Sudan, 
cotton prices more than doubled during 
the same period. A similar trend prevailed 
in Egypt, Brazil and Mexico. The CCI has 
imported cotton both from the USSR and 
other cotton-surplus countries at prices 
much higher than those prevailing in our 


Andhra Pradesh has surpassed the neigh¬ 
bouring states in respect of the mobili¬ 
sation of resources for implementing Plan 
schemes and economic development in a 
manner which could not have been visua¬ 
lised even at the beginning of the fifth 
Plan. Not long ago it was considered 
highly backward and Tamil Nadu used to 
boast of buoyant tax revenues and bold 
Plan implementations. The latter is now 
stagnating and without a new approach 
to outstanding issues, the lost momentum 
may not be regained. Karnataka, of 
course, has potential for large-scale deve¬ 
lopment though the harnessing of avail¬ 
able resources has not yet been attempted 
ambitiously and the required momentum 
may be gained after the throttling effect 
of the power shortage is overcome with 
the commissioning of generating sets 
under the giant Kalinadhi Project and the 
installation of gas turbines on an emer¬ 
gency basis. 

The example of Andhra Pradesh how¬ 
ever should provide inspiration to other 
states similarly placed in regard to the 
availability of natural resources and there 
is no reason why Madhya Pradesh, Uttar 
Pradesh, Bihar and Orissa which have 
abundant water and mineral resources 
cannot record similar gains. Uttar Pradesh 
is probably getting over the ill-effects of 
earlier slack in progress though MP, Bihar 
and Orissa are yet to get into full stride. 


country. Consequently, the subside 
involved in the disposal of CCI cotton 
stocks will need to be recovered elsewhere. 
Already the cotton mills have been asked 
to use at least 10 per cent of cellulosic 
staple fibre and polynosic fibre. It is 
believed that the cost of the subsidy 
would be neutralised by the accrual of 
the import duty to the exchequer on the 
import of man-made fibres. This is at 
best a short-term solution. The long-term 
solution to this problem lies in steadily 
increasing production for which intensive 
effort needs to be made in the next few 
years, especially in the area of stepping up 
the yield per acre. 


An analysis of the data relating to Plan 
outlays and budgetary resources in the 
current Plan period shows that strident 
progress can be achieved on a near self¬ 
financing basis without soaking the tax 
payer. This is because of a big rise in 
tax and non-tax revenues, increased cen¬ 
tral assistance, building up of reserves 
and the scope for borrowing in other 
directions. 

The expansion of the base for collecting 
taxes has been helpful in realising larger 
revenues even without heavier taxation, 
though latterly the larger devolution of 
revenues from centre has also been a 
helpful factor. The revenue receipts of 
the state government will be increasing by 
Rs 111.17 crores in three years with 
budget estimates for 1977-78 placing 
aggregate revenue receipts at Rs 763.36 
crores against Rs 652.19 crores in 1975-76 
(accounts). Plan expenditure is being 
incurred on an increasing scale out of 
revenue receipts and the substantial 
revenue surpluses also have been helpful 
in meeting capital expenditure. 

The revenue surplus in 1975-76 was as 
much as Rs 147.14 crores and there will 
also be a sizable surplus in 1977-78 at 
Rs 65.80 crores even with an increase in 
revenue expenditure to Rs 697.55 crores 
against Rs 505.04 crores in 1975-76 
(accounts). The capital budget too has 
swelled in size, total disbursements in 
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1977-78 being assumed at Rs 350.19 
crores against Rs 279.17 crores in 1975-76 
(accounts). As a result of the growth in the 
state’s resources and reasonable assistance 
from the centre along with borrowed 
funds for productive purposes, the cash 
position has been quite satisfactory. 

The closing balance of Rs 29.10 crores 
was converted into a surplus of Rs one 
crore at the end of 1976-77. There will, 
of course, be a closing balance of Rs 52.50 
crores at the end of 1977-78 on account 
of a big increase in Plan outlay. While 
the Finance minister, Mr Ranga Reddy, 
has sought only a vote on account for 
meeting expenditure up to July and has 
not formulated tax proposals for bridging 
the gap, it is confidently stated that the 
required resources will be found “by 
drawal of reserves, by better collection of 
revenues and arrears, increase in central 
assistance etc'*. This is indeed a happy 
state of affairs. 

Plan outlay 

The Plan outlay for 1977-78 at Rs 365.75 
crores will be nearly 2£ times the 
expenditure of Rs 148 crores incurred in 
1974-75. It has been possible to exceed 
substantially the budget allocations every 
year because of heavy expenditure on 
major irrigation projects like Nagarjuna- 
sagar and Pochampad, minor irrigation 
schemes, power generation, transmission 
and rural electrification. The potential 
of the Nagarjunsagar and Pochampad is 
yet to be fully developed in spite of the 
massive expenditure on these schemes in 
recent years. The Godavari barrage at 
Dowlaiswaram is also being reconstruct¬ 
ed while many other medium and small 
inigation schemes are under execution 
and quicker progress can be recorded if 
only the necessary organisational facilities 
are strengthened and additional resources 
located. 

The scope for development is vast as 
the utilisation of waters of the Godovari 
alone will call for systematic execution of 
many projects in the next two decades, 
while the Krishna waters too have to be 
fully utilised. There are many proposals 
for constructing a number of barrages 
across the Godavari and the schemes will 
take shape in the next few years when 
the required preliminary work has been 


completed. The brisk execution of the 
Srisailam project on the Krishna river 
a id the canal system in the command area 
of the Nagarjunsagar project will, how¬ 
ever, lead to better use of water resour¬ 
ces of the Krishna and the linking of 
Pennar river with the completion of 
Somasila project. It will then be possible 
for Krishna waters to reach Madras by 
taking advantage of the offer of the con¬ 
cerned riparian states. 

irrigation facilities 

The creation of new irrigational faci¬ 
lities and stabilisation of minor irrigation 
schemes have enabled an increase in food 
production by 40.5 per cent in three 
years and the growth would have been 
more pronounced but for a set-back 
suffered in recent months through cyclo¬ 
nes and the breach of the Godavari bar¬ 
rage. It can be expected that with reaso¬ 
nably favourable weather conditions the 
10-million-tonne mark will be surpassed 
in 1977-78 in respect of output of food- 
grains, and there will also be larger avail¬ 
ability of oilseeds and sugarcane. The 
mineral resources too are being better 
exploited while the Visakhapatnam indus¬ 
trial complex is increasing in stature all 
the time. 

While the progress on the agricultural 
front has been truly remarkable and a 
further increase in food production will 
add to the surplus and be helpful from 
the national angle, the performance on 
the power front has been spectacular and 
is in marked contrast with the poor 
achievement of earlier years. It is antici¬ 
pated that the generating capacity will 
increase to 1648 MW by the end of 
1977-78 from only 688 MW in 1974-75. 
The addition to capacity in 1977-78 alone 
will be over 400 MW as two sets under 
the Low Jr Sileru Project, one unit under 
the extension scheme of the Kothagudam 
thermal station and one unit under the 
Nagarjunasagar project are due to be 
commissioned. The phase of construction 
of Srisailam project is being hastened 
and the outlay will be # Rs 32 crores in 
the new financial year against Rs 27.73 
crores in 1976-77, the earlier allocation 
being Rs 25 crores. It is expected that 
external assistance will be available for 
this project. 

The increase in power availability has 


naturally resulted in quicker progress in 
rural electrification and energisation of 
pumpsets. With a fairly high proportion 
of thermal capacity to total, power gene¬ 
ration has been stepped up significantly 
and the daily consumption has more than 
doubled to 16 million units in four years 
and the prospect of surplus being avail¬ 
able to the neighbouring states has not 
materialised to any significant extent. The 
difficulties in this regard may be over¬ 
come with better rainfall in the catchment 
areas of hydel reservoirs and an increase 
in the operating efficiency of thermal 
units. 

The emphasis on progress recorded 
in recent years will have to be sustained 
if shortages are not to be allowed to 
emerge in coming years. With the 
commissioning of anew zinc smelter in the 
Visakhapatnam area and increasing em¬ 
phasis on promoting power intensive in¬ 
dustrial projects and energisation of 
pumpsets, there will have to be a doubl¬ 
ing of generating capacity in the next five 
years with the erection of a superthermal 
station at Ramagudam or Kothagudam 
and the harnessing of the remaining hydel 
potential. With vast irrigation facilities 
and increasing power generation, the 
growth in the regional income can conti¬ 
nue to be ahead of the national average 
in the foreseeable future. 
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Eradication of poverty 


It has been universally recognised that the 
removal of poverty and destitution in deve¬ 
loping countries is possible only through 
the provision of productive employment 
for the unemployed and inadequately em¬ 
ployed people. An effort was, therefore, 
made to evolve a strategy for increased 
employment at the Tripartite World 
Conference on Employment, Income Dis¬ 
tribution and Social Progress and the 
International Division of Labour held 
at Geneva towards the middle of 1976, a 
report on which has now been made 
available.* This international employment 
conference, held under the aegis of 
the International Labour Organisation 
(ILO), touched a whole range of 
issues, particularly national employment 
strategy including technology for the 
generation of productive employment as 
well as international manpower move¬ 
ments and employment. 

An important principle adopted by the 
conference stated that the provision of 
basic needs—food, shelter and clothing— 
for the millions in developing countries 
is possible only through a national stra¬ 
tegy for mobilising increased investment 
and encouraging the utilisation of natural 
resources as well as the establishment of 
basic industries generating self-reliance. 
It has also been pointed out that increased 
investment will encourage diversification 
in employment and technological progress. 

rural development 

High priority should be given to rural 
development programmes, which include 
agro-industries, rural crafts and ancillary 
services. Stress should also be laid on the 
provision of credit, know-how and 
marketing facilities to people in rural 
areas. A significant suggestion was that 
mass participation of rural population in 
the political process should be encouraged 
which would safeguard interests of the 
rural people and assure redistributive 

*Meeting Basic Needs, Strategies for eradicating 
mass poverty and unemployment; published by 
the International Labour Office, Geneva. 


justice. The conference, therefore, pro¬ 
posed that governments should try to 
involve employers* organisations, trade 
unions and rural workers in the imple¬ 
mentation of various programmes for 
emloymcnt generation. 

An important subject discussed at the 
conference was the selection of technolo¬ 
gies for productive employment creation 
in developing countries so as to maximise 
economic growth and employment. The 
developing countries have been advised 
to arrive at a reasonable balance between 
labour intensive and capital intensive 
techniques in order to reduce the techno¬ 
logical gap between the advanced and 
developing countries, while maximising 
employment. Emphasis should also be 
placed on the building up of national 
infrastructure for human resource deve¬ 
lopment, particularly the training of 
workers, technicians and managers for the 
selection of appropriate technology. 

protection from discrimination 

In the context of international man¬ 
power movements in order to reduce un¬ 
employment in some countries and 
shortage of labour in others, it was felt 
that the migrants and their families 
should be protected against discrimina¬ 
tion. In fact the migration of workers 
should not be prejudicial to the rest of the 
population in either the country of origin 
or the country of employment. 

Workers should be protected against 
exploitation by the provision of equality 
in terms of occupation, social security 
and cultural rights. The conference, 
therefore, proposed that efforts should be 
made to encourage the migrant workers 
and their families to preserve their 
national and ethnic identity as well as 
their cultural ties with their country of 
origin, including the possibility for their 
children to be given some knowledge of 
their mother tongue. A social policy in 
favour of the migrant workers should 
include reunification of families, protec¬ 
tion of the health of migrant workers, 
establishment of adequate social service 


and minimum guarantees as regards 
employment and residence. 

It was suggested that multilateral and 
bilateral agreements should be drawn up 
to deal with the migration of workers and 
the problems concerning their families. 
As far as possible, representative organi¬ 
sations of employers and workers should 
participate in their preparation and imple¬ 
mentation. Such agreements should be 
based upon the economic and social needs 
of the countries of origin and the count¬ 
ries of employment and should take into 
account short-term and long-term social 
and economic consequences of migration. 
As far as possible, fluctuations in migra¬ 
tion movements, return migration flows 
and remittances should be regularised so 
as to facilitate the implementation of 
long-term programmes of economic and 
social development in both the countries 
of origin and employment. 

exchange of information 

It has been emphasised that there 
should be periodic exchange of informa¬ 
tion between the countries concerned on 
the occupational categories and the 
number of workers to whom jobs could 
be offered and who would be ready to 
migrate or return to their country of 
origin. Skilled manpower pools or data 
banks should be established to provide 
reliable information on the supply of and 
demand for skilled professional and 
technical manpower. 

It is obvious that priority should be 
given to the recruitment of workers who 
are underemployed or unemployed. At 
the same time the country of employ¬ 
ment should refrain from recruiting skil¬ 
led and highly trained workers when 
there are recognised or potential shortages 
of such workers in the country of origin. 
In fact it should be possible to limit 
losses in the country of origin due to the 
departure of skilled personnel whose edu¬ 
cation and training it had provided. It 
should be possible to establish training 
facilities for those workers who wished to 
return to their country of origin, taking 
into account the needs of those countries. 
In such cases it should also be possible 
for the country of employment to adopt 
necessary measures to facilitate the 
voluntary return of migrant workers to 
their countries of origin. 
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CAPITAL'S 

CORRIDORS 

R. C. Ummat 


Rabi procurement • Patel on state of the 
economy • Railway board restructuring • 
Production trends in public undertakings • 
Mineral exploration 


Having declared in its election mani¬ 
festo that agricultural development would 
be accorded primacy in its economic pro¬ 
gramme, the Janata party government is, 
expected to face a testing time while 
deciding on the rabi procurement policy. 

The Agricultural Prices Commission 
(APC) has recommended that the procure¬ 
ment price of wheat this year should be 
continued at the last year's level of 105 
per quintal and the procurement target 
for this farm product should be set at 5.5 
million tonnes. The farm lobby apparently 
has a powerful voi :e in the new govern¬ 
ment. Not only the ministry of Agricul¬ 
tural and Irrigation is headed by a repre¬ 
sentative of this community but also the 
Home m nis’.er, Mr Charan S ngh, is a 
vociferous advocate of enhancing support 
to agricultural development. 

Impetus to growth 

While the surplus producing states, par¬ 
ticularly Punjab and Haryana, which arc in 
the hands of the Congress at present, can 
be expected to repeat their claim for a 
raise in the procurement price of wheat on 
considerations that the agriculturists need 
to be provided impetus to grow more and 
the prices for farm products should have a 
reasonable relationship with the prices of 
consumer goods which the agriculturists 
have to buy, the deficit states are bound 
to contend this plea on considerations of 
containing the overall prices spiral. 

The procurement prices of wheat and 
other rabi grains have not been raised 
during the past two years and the erst¬ 


while government inst.'a J has been foil )w- 
ing the policy of reducing the prices of 
farm inputs to contain production costs. 

reconciling of interests 

But the prices of farm inputs have been 
primarily brought down in the case of 
fertilisers only. Electricity charges and 
water rate*, on the other hind, have 
shown some upward trend. It remains to 
be seen how the new minuter for Agricul¬ 
ture and Irrigation, Mr Prakash Singh 
Badal, will reconcile the contending 
interests of producers and consumers in 
the circumstances. To some extent, the 
situation may be retri:ved by following 
the policy of wheat procurement directly 
from farmers eliminating the middle men 
so that the farmers get the full support 
price. This, indeed, has been suggested 
by the APC. 

With the zonal restrictions on the move¬ 
ment of wheat products having been 
removed a few months ag\ the procure¬ 
ment of wheat in line with the target 
suggested by the APC apparently is not 
g)ing to be an easy task. With the stock 
position with government (18 million 
tonnes) being very comfortable, a some¬ 
what lower rabi procurement need not 
worry. It will not put the food eemomy 
of the country in jeopardy unless difficul¬ 
ties arise in the way of the next kharif 
crop which will have a crucial bearing on 
the economy. 

The current rabi crop, of course, is 
expected to be normal and ordinarily 
should have enabled procurement to the 
order of 5.5 million tonnes. In the event 


of this target not being hit, the availability 
of foodgrainsin the open market should 
be quite comfortable. Any possibility of 
open market prices showing a marked 
uptrend, therefore, can be ruled out 
because in case scarcity conditions arise 
in any part of the country, the govern¬ 
mental stocks can easily be harnessed to 
meet such a contingency. As has been 
the experience of the recent past, what the 
consumer resents is unduly high prices. 
He is amenable to pay something extra 
over the price at the fair price shops if he 
can get wheat according to his choice. 

issue of subsidy 

In case the procurement price of wheat 
has to be raised, the government may have 
to provide a higher subsidy for food in 
the central budget, for it is very unlikely 
that the issue price of grains to fair price 
shops would be allowed to go up. Even 
at the present level, the off-take from the 
fair price shops this year has been substan¬ 
tially lower than in the previous years 
despite increase in population, reflecting 
that the consumer has been showing some 
preference to open market purchases on 
quality considerations. 

The scaling down of the 5.5 million 
tonnes target suggested by the APC to 
some extent, in fact, may have the bene¬ 
ficial effect indirectly, for it will not only 
augment the supplies in the open market 
but also assist in containing the cost of 
buffer-stocking of foodgrains and ware¬ 
housing. The procurement of 5.5 million 
tonnes of wheat will raise the govern¬ 
mental stocks to nearly 24 million tonnes 
the servicing of which obviously will not 
be an easy proposition. Its implications 
in regard to expansion in bank credit and 
the money supply with the public are too 
obvious to be dwelt upon at any length. 

It, of course, goes without saying that 
as in the past, the government will have to 
purchase whatever is offered to it at the 
procurement price if the faith of the farm¬ 
ing community in the government's pro¬ 
mises is not to be eroded. 

It also remains to be seen whether the 
policy of compensating the surplus pro¬ 
ducing states with some bonus for pro¬ 
curement above the targets fixed fur them 
will be maintained in case the procure- 
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meat price of wheat itself is stepped 
up. 

* * 

The interim central and railway budgets 
presented by Mr H.M. Patel and Mr 
Madhu Dandavate, respectively, were 
approved by the two houses of parliament 
by March 31. The two regular budgets 
are expected to be brought before Parlia¬ 
ment in May. 

The highlight of the Lok Sabha discus¬ 
sion on the interim central budget was the 
rebuttal by the new Finance minister of 
the claim of the former minister, Mr C. 
Subramaniam, that the new government 
had inherited a sound economy. Mr Patel 
pointed out that agricultural production 
during the current year was expected to be 
substantially lower than in the previous 
year and trends were highly discouraging 
in the case of the coarse grains, pulses 
and oilseeds. He as well stressed that the 
rise of about 12.15 per cent in the whole¬ 
sale prices index during the past 12 months 
could not be viewed with equanimity. The 
national income during 1976-77, Mr Patel 
observed, was expected to increase only by 
two per cent. It was also a matter of 
serious concern that higher production in 
sectors like coal, steel, textiles and engi¬ 
neering had not been adequately observed 
by the economy and there was no signifi¬ 
cant growth in employment opportunities. 
A large number of industries, Mr Patel 
further stated, were showing signs of 
sickness. All this could not be styled as a 
healthy state of affairs. 

faulty management 

The rise in prices was attributed by Mr 
Patel to faulty management of the 
economy by Mrs Indira Gandhi's govern¬ 
ment. The satisfactory growth of the 
economy in 1975-76, during which year the 
national income rose by 8.5 per cent, Mr 
Patel opined, was mainly due to favourable 
weather conditions as a result of which the 
output of food grains had reached the 
record level of 120/121 million tonnes and 
the agricultural production in general 
showed a significant rise. 

A 17 per cent growth in money supply 
during 1976-77, when the national income 
was expected to increase by just two per 
cent, Mr Patel said, could not but push up 
prices. 

Mr Patel also questioned that adequate 


resources had been made available for 
increasing irrigation facilities. If there 
was no constraint of financial resources 
for augmenting irrigation facilities, he 
wondered why inter-state water disputes 
were permitted to drag on despite the need 
for more irrigation. Mr Patel expressed 
the view that there had been no systematic 
planning of vast ground water resources, 
particularly in eastern India. 

The rate of growth in industrial pro¬ 
duction, Mr Patel pointed out, had not 
been higher than four per cent per annum 
during the last one decade, although it 
rose to nine per cent in 1976-77. This was 
a sad commentary on the performance of 
Mrs Gandhi’s government in the industrial 
sector. 

Mr Patel alleged that despite comfort¬ 
able foreign exchange position, the 
previous government had failed to augment 
supplies of essential commodities. 
Adequate imports of edible oils and cotton 
were effected only after considerable 
delays. 

Mr Patel expressed the view that credit 
squeeze was not good in itself. The 
credit policy should be formulated in such 
a manner that it was flexible enough to 
provide adequate incentive for increasing 
production without generating inflationary 
pressures. 

In the Rajya Sabha, Mr Patel asserted 
that the Janata party had the mandate to 
recast the fifth Plan. This assertion was 
made by him in reply to the suggestion by 
the former minister for Planning, Dr 


One of the baneful effects of British rule in 
India has been the ruthless and deliberate destruc¬ 
tion of India’s shipping industry in order to make 
room for Britain's expanding interest in the field. 
The report of the Reconstruction Policy Sub- 
Committee on Shipping makes a scathing con¬ 
demnation of the policy of the Government of 
India, not as a cheap appeal to political senti¬ 
ment, but as a faithful record of historical facts. 
All manner of discriminations and unjust prac¬ 
tices were used to oust Indian shipping. Indian 


Shankar Ghosh, that the planning process 
should not be interrupted and the new 
schemes should be allowed to be proceed¬ 
ed with as they had been decided upon by 
the National Development Council. 

* * 

During the debate on the interim rail¬ 
way budget, Mr Madhu Dandavate made 
two important observations. He assured 
the two houses that he would examine the 
need for restructuring the Railway Board 
on the basis of the recommendations made 
by the Administrative Reforms Commis¬ 
sion and the suggestions of the trade 
unions and others. The issue, he said, had 
to be examined in depth not only in regard 
to railway employees but for the entire 
country. Mr Dandavate also announced 
that the work on new railway lines in 
backward areas would be expedited wher¬ 
ever surveys have been completed. 

* * 

The sixteen public sector undertakings 
under the charge of the ministry of Indus¬ 
try, indeed, have done well during the first 
eleven months of the current financial 
year. Their aggregate production during 
this period around Rs 703 crores exceeded 
the output during the corresponding 
period last year by approximately Rs 64 
crores, although compared to the propor¬ 
tionate overall target for the 11 months 
to February, it turned out to be 91 per 
cent. The overall target had been set at 
Rs 772.91 crores. 

With the tempo of activity continuing 


ships were banned from entering British waters 
and the Government of India imposed heavy 
discriminating import duties on goods carried in 
Indian bottoms. British companies plying ships 
in Indian waters were given all possible encourage¬ 
ment in the form of liberal mail contracts, diver¬ 
sion of traffic under government influence, and so 
on. They used questionable methods such as 
deferred rebates and waged ruinous rate wars 
against their Indian counterparts without any 
penal action by the Government of India. 
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at high pitch, the month of March was 
expected to have record some further im¬ 
provement in respect of the realisation of 
the overall yearly target of approximately 
Rs 860 crores. An evidence of this is 
available from the fact that since Novem¬ 
ber, the overall monthly target has been 
exceeded except during December. The 
output in February around Rs 86.32 crores 
worked out to 104 per cent of the target 
of Rs 83.01 crores. In January, it exceed¬ 
ed the target of Rs 81.37 crores by three 
per cent, the actual output being Rs 83.46 
crores. 

Bharat Heavy Electricals had produced 
goods by February to around 96 per cent 
of the target of Rs 388.78 crores. The 
aggregate value of the production of the 
undertaking amounted to Rs 374.52 
crores—five per cent higher than the 
outturn of Rs 355.57 crores during the 
corresponding period of the previous 
year. 

Among the undertakings which in 
February yielded production equal to or 
higher than their monthly targets were 
included: Tungabhadra Steel Products 
(195 per cent); Richardson and Cruddas 
(144 per cent); Bharat Pumps and Com¬ 
pressors (144 per cent); Hindustan 
Machine Tools (128 per cent); Trivcni 
Structural (124 per cent); Arthur Butler 
(117 per cent); Gresham and Craven 
(113 per cent); Bharat Heavy Electricals 
(108 per cent); Bra thwaites (104 per cent); 
Burn-Standard(102percent); Heavy Eng¬ 
ineering Corporation (101 per cent); and 
Jessop and Company (100 per cent). 

lagging units 

Among the undertakings which were 
unable to hit their monthly ta-gets were 
included: Mining and Allied Machinery 
Corporation (62 per cent); Bharat Heavy 
Plates and Vessels (89 per cent); Scooters 
(India) Limited (29 per cent); and Britan¬ 
nia Engineering (82 per cent). The short¬ 
fall in production at the Mining and 
Allied Machinery Corporation was attri¬ 
buted to inadequate supply of components 
and paucity of funds. The shortage of 
castings and forgings was responsible for 
the low production at Scooters (India) 
Limited. The output at Britannia Engine¬ 
ering Works suffered from power inter- 
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ruption and non-receipt of certain com¬ 
ponents. 

The achievement of the various under¬ 
takings in regard to the targets set for 
them for the 11 months to February was 
as follows: Bharat Heavy Electricals (96 
per cent); Hindustan Machine Tools (81 
per cent), Heavy Engineering Corporation 
(84 per cent); Jessop and Co (89 per 
cent); Mining and Allied Machinery Cor¬ 
poration (88 per cent); Burn-Standard 
(99 per cent); Bharat Heavy Plates and 
Vessels (92 per cent); Braithwaites (89 per 
cent); Richardson and Cruddas (105 per 
cent); Triveni Structural (103 percent); 
Scooters (India) Limited (54 per cent); 
Bharat Pumps and Compressors (77 per 
cent); Tungabhadra Steel Products (126 per 
cent); Gresham and Craven (99 per cent); 
Arthur Butler (92 per cent); Britannia 
Engineering (80 per cent). 

cumulative production 

The cumulative production in terms of 
value of the various undertakings during 
the 11 months to February was as follows 
(the figures in brackets are the propor¬ 
tionate targets for the 11 months and the 
production during the corresponding 
period last year): Bharat Heavy Electricals 
Limited, Rs 374.52 crores (Rs 388.78 crores, 
Rs 355.57 crores); Hindustan Machine 
Tools, Rs 79.61 crores (Rs 98.68 crores, 
Rs 70.43 crores); Heavy Engineering Cor¬ 
poration, Rs 75.17 crores (Rs 89.66 crores, 
Rs 67.57 crores); Jessop and Company, 
Rs 35.23 crores (Rs 39.40 crores, Rs 35.04 
crores); Mining and Allied Machinery Cor¬ 
poration, Rs 26.86 crores (Rs 30.40 crores, 
Rs 22.91 crores); Burn Standard, Rs 28.03 
crores (Rs 28.34 crores, Rs 25.36 crores); 
Bharat Heavy Plates and Vessels, Rs 25.09 
crores (Rs 27.38 crores, Rs 18.39 crores); 
Braithwaites, Rs 16.94 crores (Rs 19.14 
crores, Rs 14.52 crores); Richardson and 
Cruddas, Rs 9.94 crores (Rs 9.44 crores, 
Rs 8.62 crores); Triveni Structural, 
Rs 8.02 crores (Rs 7.77 crores, Rs 7.04 
crores); Scooters (India) Limited, Rs 10.26 
crores (Rs 19 crores, Rs 5.10 crores); 
Bharat Pumps and Compressors, Rs 6.56 
crores (Rs 8.54 crores, Rs 3.07 crores); 
Tungabhadra Steel Products, Rs 3.39 crores 
(Rs 2.68 crores, Rs 2.08 crores); Gresham 
and Craven, Rs 1.60 crores (Rs 1.62 cro¬ 
res, Rs 1.26 crores); Arthur Butler, Rs 71 
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lakhs (Rs 77 lakhs, Rs 32 lakhs); Britan¬ 
nia Engineering, Rs 99 lakhs (Rs 1.24 
crores, Rs 80 lakhs); total Rs 702.92 
crores (Rs 772.91 crores, Rs 639.11 
crores). 

* * 

The Mineral Exploration Corporation, 
set up five years ago to accelerate the 
prospecting of the mineral wealth of the 
country in certain critical areas, is envi¬ 
saged to step up its operations a great 
deal during the next two years. Its 
total drilling capacity, which during the 
current financial year has reached the 
level of 100,000 metres, is proposed to be 
increased to 166,000 metres next year and 
nearly 200,000 metres in 1978-79—the 
terminal year uf the current Plan 
period. 

Besides using about 76 per cent of its 
drilling capacity for exploration in the 
coal sector in the last two years, the 
corporation has completed two other 
important programmes. These are the 
completion of the top-priority time-bound 
bauxite exploration project on the east 
coast where vast bauxite deposits have 
been located and the establishment of 
1970 million tonnes of iron ore reserves 
with about 62 per cent Fe content at 
Chiria in the Singhbhum district of Bihar. 
This is stated to be the largest single iron 
ore deposit discovered in the country. 
Detailed investigation in the more pro¬ 
mising west-central part of deposit under 
phase II of the programme is in progress. 
These deposits are likely to cater for the 
needs of the expansion programme of 
Bokaro steelworks. 

During 1977-78, the corporation envi¬ 
sages to take up detailed investigations 
for manganese and chromite in Orissa, 
Madhya Pradedi an J some other areas. 

In addition, exploratory pitting work 
in manganese and iron ore areas in 
Orissa, Bihar and Karnataka is to be 
undertaken. 

The corporation has as well proposed 
taking up of five investigations for copper, 
lead and zinc in Madhya Pradesh, Rajas¬ 
than, Orissa, Uttar Pradesh and Bhutan. 
Investigations for limestone are proposed 
to be taken up in the Siju area of Megha¬ 
laya. 
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Identifying potential growth centres: 

D. Vasudeva Rao an alternative method 


The author who is connected wit 
Economic Change, Bangalore, trie 
Composite Index of Development 
towns for development purposes. 

Regional planning and development is 
a very vast and complex subject covering 
multi-faceted development of all human 
activities such as demographic and socio¬ 
cultural aspects. 

The central place theory by Christaller 1 
and identification of growth centres and 
ordering them by Tinbergen 2 , theories 
evolved by Brain, J.L. Bnry 3 and Richard¬ 
son 4 are still the leading works in the 
field. No doubt they are all unparallelled 
works in their own way—mostly applicable 
in the west. By the bifurcation ratio (K) 
technique (and use of entry point technique) 
when applied to the really underdeveloped 
regions of some of the command areas 
in India, 5 the value of ‘K’ is going up to 
8 or 9. This gives us only one or two 
TI order centres and a chunk of lower 
order centres, i.e. only two or three 
administrative centres like taluk head¬ 
quarters or block headquarters coming as 
‘developed’ centres and the rest grouped 
as ‘lowest order’. This actually does not 
solve the problem of the regional planner 
or administrator. As a matter of fact, 
for social justice and like reasons, the 
lowest group should be taken up for 
development much earlier than the 
already developed ones. 

deficient coverage 

In many of our towns (of lower order) 
functions exist at various levels which 
are not commensurate with their 
population size or developmental stage. 6 
The study of the existing facilities, their 
types, their standards and the level of 
development needed—i.e. the quantifica¬ 
tion of infilling required—is the first and 
the foremost task to be taken up by the 
planner. Apart from quantifying the 
deficiency of the coverage of the existing 
functions, facilities and services, the 
planner should look into such future 
needs as power, housing, etc. 

This article deals with a ‘Composite 


h the Institute for Social and 
is to bring out tho importance of 
In fixing the priority for selecting 

Index’ 7 of development, covering some 
major and important variables that 
quantify and indicate the extent of deve¬ 
lopment at a given place. This requires 
only collection of some primary data and 
the calculations are simple unlike methods 
mentioned earlier which requires statistical 
calculation. 

In Karnataka (India), two tributaries 
of Krishna river—Ghataprabha and Mala- 
prabha—irrigate around 1.1 million acres 
in the three districts of Belgaum, Bijapur 
and Dharwar of the north Karnataka 
region. The benefit is derived in 19 
taluks of the three districts—covering 
29 towns classified as urban areas by 
census 1971. 

POINT 

OF 

VIEW 

From the concerned district census 
hand-books, the following data for all the 
towns is collected: 

(i) Area (sq. km.). 

(ii) 1961 and 1971 total population. 

(iii) No. of occupied houses and house¬ 
holds, 

(iv) No. of domestic power connections. 

(v) No. of Industrial power connections. 

(vi) Road length (km.) 

(vii) Total workers and workers engaged 
in tertiary sector (trade, commerce, trans¬ 
port, communication, storage, other ser¬ 
vices). 

Derived Variables : (For each town) 

(i) Denstty/kra 2 = Population/Area 

(ii) Decennial growth rate-1971— 
1961/1961 population. 


(iii) No. of persons per household 
= 1971 population/No. of households. 

(iv) Road length/10 sq. km.«Road 
length (kms)/Area (sq. km.). 

(v) Per cent domestic power connection. 

(vi) Per cent industrial power con¬ 
nection. 

(vii) Per cent tertiary workers to total 
workers. 

The units are different for different 
variables, hence some of them (i, ii, v, vi) 
are converted to the common base as 
proportion to the highest value in their 
respective range. 

composite index 

The arithmetic values, from the seven 
variables, are added up for each of the 
towns and the totals are arranged in the 
ascending order (Annexure-I). For the 
final value—“Composite Index of 
Growth”—the mean, SD are calculated. 
Mean = 128, SD=85. 

The new classification is made on the 
basis of Mean + SD technique. 8 The 
classification of town, according to index, 
is as follows: 

Class I—Between Mean+3 SD 

and Mean+2 SD 

Class II—Between Mean+2 SD 
and Mean+1 SD 

Class III—Between Mean+1 SD 
and Mean 

Class IV—Below Mean 

The towns, according to census data, 
are classified into the following categories: 

Census Index k=2* 

Class 13 2 2 

Class II 1 2 2 

Class III 6 9 8 

Class IV 19 16 16 

*at Bifurcation Ratio=2 

The new classification is more realistic, 
i.e. evenly spread (not thick base) and is 
nearer to K=2 bifurcation ratio. 

Some interesting observations can be 
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made by studying the upward or down¬ 
ward change in the positions of some 
towns. 

Bijapur though a district headquarters, 
Class I according to census, becomes II 
order in the new classification. This is 
due to its underdevelopment of the vari¬ 
ables considered — not commensurate 
with the fellow class I towns. In the 
perspective plan, it should be given 
sufficient push, so that it can catch up 
and maintains its I order with releatively 
lower, if not the least, investment than 
any other town. 

The only class II town ‘Gadag* came 
down to III order due to low density, 
household occupancy. 

Two III order towns Jamkhandi and 
Gokak became IV order, due to very low 
density, power connection and road 
length. 

A miracle happened in IV order towns. 
Navalgund shot up to II order due to its 
higher road length; relatively higher per¬ 
centage of power connection and decennial 
growth rate. Other four IV order towns 
that became III order (Mudhol, Mudalgi, 
Ramdurg, Gajendragad) had some specia¬ 
lity for a lift, viz. industrial power 
connection, decennial growth rate, road 
length, density, respectively. 

first priority 

Thus, when the command area develop¬ 
ment plan is drawn up and the growth 
centres are selected for future develop¬ 
ment, it is stressed that, the lower 
order centres which have got the poten¬ 
tiality for early and easy catch up 
should be considered first. Out of the 
seven variables considered, those that are 
slightly lagging behind can be given a 
small push, so that the centre as a whole 
will respond quickly: the objective of 
Regional Planning-less investment, quick 
return—will be achieved. 

The class IV towns which become III 
or II should be given top priority, for 
development for reasons more than one. 
Equal importance should also be given 
to those class II & HI towns which have 
registered a downward trend. That is 
to be arrested by timely investment. 

This article brings out the importance 
of the “Composite Index of Develop¬ 
ment** in fixing the priority— for selecting 
the towns of different orders—for deve¬ 


lopment purpose. It is always better to 
look into/for more variables, than going 
either by population or tertiary workers 
alone to fix up the rank of a settlement in 
the process of growth and development- 
more so in the case of a developing region. 
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Annexure-I 


District 

Name of the 
town ] 

1971 

population 

Town 

class 

Index of 
development 

Ranking (Mean 
+SD method 

Bijapur 

1. Badami 

11651 

IV 

56.0 

IV 


2. Guledgud 

26365 

III 

145.7 

III 


3. Jamkhandi 

29981 

hi 

126.6 

IV 


4. Kerur 

5. Mahalinga- 

10820 

IV 

61.6 

IV 


pur 

12635 

IV 

68.2 

IV 


6. Mudhol 

7. Rabkhavi/ 

15619 

IV 

128.3 

m 


Banahatti 

37509 

III 

172.5 

hi 


8. Terdal 

9. Bijapur 

15537 

IV 

64.2 

IV 


town 

103931 

I 

213.4 

H 

Belgaum 

1. Athani 

24378 

III 

140.9 

hi 


2. Bailhongal 

19440 

IV 

126.0 

IV 


3. Chikkodi 

18338 

IV 

90.5 

IV 


4. Gokak 

29960 

111 

125.8 

IV 


5. Konnur 

15817 

IV 

18.0 

IV 


6. Kudachi 

14085 

IV 

57.8 

IV 


7. Mudalgi 

10557 

IV 

127.6 

III 


8. Nippani 

35116 

III 

172.0 

III 


9. Raibag 

12241 

IV 

36.9 

IV 


10. Ramdurg 

19697 

IV 

161.2 

III 


11. Sadalga 

12. Belgaum 

12508 

IV 

19.4 

IV 


town 

193472 

I 

354.8 

I 

Dharwar 

1. Annegeri 

2. Gadag- 

14681 

IV 

42.6 

IV 


Betegeri 

3. Gajendra¬ 

95426 

II 

178.6 

III 


gad 

4. Hubli- 

15509 

IV 

172.9 

III 


Dharwar 379166 
Corporation 

I 

346.6 

I 


S. Nakgal 

12707 

IV 

59.3 

IV 


6. Nargund 

17338 

IV 

121.3 

IV 


7. Navalgund 

11985 

IV 

253.5 

II 


8. Ron 

13097 

IV 

67.0 

IV 


Source : District Census Handbook of Bijapur, Belgaum and Dharwar, 1971. 
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POINT OF VIEW 


Abolition of octroi: government must act 

Subhash J. Rale 


Octroi is Irritating and cumbersome, says the author. Many 
committees appointed by the government over the past 50 years 
have recommended its abolition but the government has been 
dragging its feet. The author has commended the scheme prepared 
by the Indian Merchants' Chamber which suggests changes in the 
mode of collection to avoid waste and inconvenience. 


The central government’s effort at 
exploring possibilities of octroi abolition 
on a national scale continues unabated. 
The aim is quite laudable—to ensure 
free movement of goods traffic throughout 
the country. One is heartened to know 
that the controversial issue is now being 
examined by a committee of five chief 
ministers. All the committees appointed 
by the government during the course of 
the last fifty years have recommended the 
abolition of octroi. The first committee— 
the Taxation Enquiry Committee in 
1924-25, followed by others— the Local 
Self-Government Committee 1939, the 
Dalai Committee on Motor Vehicles 
Taxation Enquiry, 1950, the Taxation 
Enquiry Commission, 1959, the Committee 
on Transport Policy Co-ordination 1966 
and the Rural Urban Relationship Com¬ 
mittee, 1966, have been unanimous in 
their recommendations. 

important milestone 

For the smooth movement of road 
transport a system of national permits was 
introduced in September 1975. Though 
it is conceded that this is an important 
milestone in the development of road 
transport, it meets the problem half-way. 
The answer lies in the abolition of octroi. 
Though convinced of the necessity of 
such a step, the central government has 
been dragging its feet. 

On February 24, 1976, the then minister 
of state for Shipping and Transport had 
observed, ‘The government recognises the 
need to remove the obstacles created by 
the octroi checkposts. The question of 
eliminating octroi duty collectors at 
octroi checkposts in different states by 
evolving an acceptable alternative tax or 
levy or evolving a different mode of 


collection is unde; active consideration of 
the government.” 

0;hcr checkposts set up by other 
departments of state governments also 
inhibit the free flow of traffic. The solution 
to this problem lies in selting up consoli¬ 
dated checkposts at single point for 
several functions. The government of 
Orissa has already taken a lead in this 
mat er and set up six consolidated check- 
posts in the state. The government of 
India has recommended the Orissa model 
to other states for adoption. 

retrograde tax 

Octroi is irritating and cumbersome. It 
offends all canons of taxation. It is a 
serious obstruction to the flow of goods 
transport and therefore serves as a brake 
on essential economic activity. The Keskar 
Committee termed it as a “fertile source 
of corrupt practices.” It is uniformly 
condemned as a retrograde and obnoxious 
form of taxation. The states have retained 
this for fear of losing revenue. The Taxa¬ 
tion Enquiry Commission found that 
octroi and terminal taxes on goods formed 
over 26 per cent of the total tax revenue 
of all municipalities and municipal cor¬ 
porations. It is admitted that proceeds 
from these taxes constitute the largest item 
of receipts for municipal bodies in 
Bombay, Madhya Pradesh, Punjab, Uttar 
Pradesh, Madhya Bharat, PEPSU, Rajas¬ 
than, Saurashtra, Delhi and Himachal 
Pradesh. 

The abolition of octroi has gained 
special urgency after the introduction 
of the system of national permits for 
inter-state road transport. The report of 
the Road Transport Enquiry Committee 
revealed that the detention time of trucks 
at octroi and other checkposts was high; 
it varied from 20 to 80 per cent of the 
truck's journey time. It is estimated that 


on an average the time lost by trucks at 
these checkposts amounts to a colossal 
50,000 truck-hours per day, while in terms 
of value it means crores of rupees. The 
Keskar Committee found that the deten¬ 
tion time for trucks as a percentage of 
total journey time because of octroi levy 
was nearly 80 per cent in the case of the 
Mangalore-Bombay route. 

Octroi has resulted in the perpetuation 
of regional disparities, concentration of 
industries in metropolitan cities and the 
stunted growth of the rural economy. 
According to the Estimates Committee of 
the Lok Sabha, the slowing down of 
vehicles and idling of engines consume 
about 15 per cent of the fuel required and 
that the removal of the checkposts would 
add 30 per cent to the transport capacity 
without any addition to the number of 
vehicles or increase in road mileage. All 
these add to transport costs which are 
ultimately borne by consumers. 

search for a substitute 

Can there be a viable substitute for 
octroi? It seems that municipalities and 
local bodies are keen not to lose revenue 
from octroi unless tl^cy are assured of an 
alternative source of finance. In some 
states, octroi has been abolished but now 
it is learnt that certain local bodies are 
either planning to reintroduce octroi or 
are contemplating to bring additional 
items under its purview. Very recently, 
the government of Madhya Pradesh 
abolished octroi but it proposes to make 
good the loss by imposing an ‘ entry tax” 
on merchandise moving into the state and 
also by increasing “turnover tax” and 
property tax. 

The Keskar Committee had suggested 
as many as four alternatives as substitutes 
for octroi: (1) Surcharge on sales tax or 
additional sales tax; (2) (a) municipal 
sales tax; (b) municipal surcharge on 
sales tax. (3) municipal turnover tax; and 
(4) other complementary levies. Since 
conditions differ from state to state, the 
committee thought it wise to leave each 
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state to pick and choose whichever substi¬ 
tute, one or more, suited its particular 
circumstances. Mr G.S. Dhillon, former 
Shipping and Transport minister was of 
the view that a multipurpose unit 
should be constituted to substitute the 
various existing authorities for conducting 
different types of checks. 

More recently, the study group on 
octroi which was appointed by the 
government of Maharashtra, under the 
chairmanship of Mr S.K. Wankhede, 
while dealing in details and considering 
various alternative ways of raising revenue 
in lieu of this levy recommended intro¬ 
duction of multipoint turnover tax at a 
flat rate. The study group referred to the 
high cost of collection and the corrupt 
practices to which it gives rise to and the 
resultant delays and needless harassment. 
It lowers industrial and other efficiency 
and therefore the study group has made 
an earnest recommendation that “the 
levy of octroi needs to be eliminateed”. 

objectionable features 

The business community however finds 
some objectionable features in the 
scheme. They feel that the scheme “would 
disturb the organisational arrangements 
connected with the handling of trade; 
it would bring within the purview of the 
tax even those commodities which are at 
present outside the pale of the state sales- 
tax such as textiles, sugar and tobacco 
and are covered by the scheme of 
additional duties of excise in lieu of sales- 
tax and it will bring in the taxation net a 
large number of additional dealers irres¬ 
pective of their turnover.” Having regard 
to all these considerations, the business 
community had suggested that the existing 
framework of the sales tax law should be 
utilised for the purpose of raising the 
requisite revenue for compensating the 
municipalities and other local bodies for 
the loss that would be sustained by them 
as a result of the abolition of octroi. 

The Indian Merchants’ Chamber has 
prepared an alternative scheme. At pre¬ 
sent, octroi is collected at checkposts 
from the road transport operators. The 
IMC scheme contemplates change in the 
mode of collection with a view to avoiding 
inconvenience and the tremendous waste 
of capacity resulting in detention of a 
large number of vehicles for physical 


checks at every octroi post. The main 
features of the scheme are: 

1. Octroi will continue to be levied and 
collected. 

2. It will be collected from the consig¬ 
nees to whom goods are despatched from 
outside the city limits. 

3. All octroi checkposts will be 
abolished. 

4. The transport operators will be able 
to take the goods straight to the factories 
or godowns of the consignees. 

5. The consignees will have to pay 
directly to the authorities octroi at 
the rates leviable on concerned com¬ 
modity. 

6. The octroi authority will collect from 
the truck-driver at the time the truck 
enters the city limits a statement showing 
details of the goods carried in the truck 
and the names, addresses and sales tax 
registration numbers of the importing 
dealers. This statement will serve the 
purpose of verification of the figures 
furnished by the dealers. Penalty will be 
prescribed for deliberate mis-statements. 

7. The purchase registers and accounts 
maintained by the consignees for sales tax 
purpose will have additional columns for 
“octroi goods”, the rate of octroi, the 
octroi amount due and the statement 
number. In order to avoid duplicating of 
authority for checking the same records, 
it is suggested that octroi assessment 
should also be done by the sales tax 
department on behalf of the municipality. 


transport operators will be able to take 
the goods straight to the factories or 
godowns of the consignees and the liabi¬ 
lity to pay octroi will be shifted from the 
transport operators to the consignees. 
This change in the agency for paying 
octroi would involve a change in the 
procedure for collection of this impost. 
Whereas the present system involves 
physical check at the checkposts without 
any further formalities after the goods 
cross the checkposts, under the new 
scheme there will be no need for main¬ 
tenance of registers and other books of 
accounts, verification of these documents 
and determination of the octroi assess¬ 
ment. 

The scheme is flexible. Under it, octroi 
will be collected like purchase tax on 
the goods imported from outside the 
city limits. For this purpose separate 
columns will be maintained in the pur¬ 
chase register. These entries in the purchase 
register could be verified, if necessary 
with the relevant statements. Payment will 
be made on a monthly basis. Assessment, 
however, will be yearly along with the 
sales tax assessment. In the case of 
consignments imported into the city by 
railway or steamer, octroi may continue 
to be collected at the railway yard or in 
the docks as per the present practice. 

The scheme has several economically 
sound elements and needs a close scrutiny 
by the committee of the five chief ministers 
who are at the moment going into the 
issues involved in octroi abolition. 


According to the IMC scheme, the 
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Interview : Dr Attiat Ott j 
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The north-south dialogue 

S. P. Chopra 


The mechanisms of the'New International Economic Order* can only be 
created by a cooperative dialogue that recognises economic realities—not 
by political devices such as cartels of raw material producers, says the 
distinguished American economist , Attiat Ott 


Chopra: Dr Ott, the poor nations of 
the world have failed to achieve any signi¬ 
ficant improvement in the level of living 
of their people during the last three 
decades though a number of assurances 
were given to them by the rich countries 
through the United Nations and its 
various agencies. Do you think that there 
is much hope of the “New International 
Economic Order'* delivering the goods? 

Ott: I think we should distinguish 
between the label itself and the political 
aspect of it. You may recall that the 
United Nations General Assembly had 
pleaded for the establishment of a New 


it, I do not think it is a new economic 
order. 

Chopra: Leaving out peripheral issues, 
let us move to the heart of the matter. 
The N1EO, as 1 understand it, seeks a just 
and equitable relationship between the 
prices of primary products and raw 
materials exported by developing countries 
and the prices of capital goods and equip¬ 
ment imported by them. Do you think if 
we concentrate our attention on this 
element of the NIEO, we will get some¬ 
where in fulfilling the expectations of the 
developing countries? 

Ott: If obtaining equitable prices for 
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ON 
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International Economic Order (NIEO) 
after the failure of the International Deve¬ 
lopment Strategy to boost the over-all 
annual growth rate of the poor countries. 
The NIEO implied that the UN acknow¬ 
ledged the right of developing countries to 
have full and permanent sovereignty over 
their resources (including the right to 
nationalisation), to organise cartels or 
producers' associations to improve their 
terms of trade, and to be increasingly self- 
reliant. In fact, that is a complete blue¬ 
print of the . NIEO. Let me state that 
drawing up a blueprint is one thing and 
having a new system in operation is an 
entirely different thing. But as I look at 


raw materials is taken as the foundation 
of the NIEO, then there is hardly any¬ 
thing new about it. Way back in 1964, 
Dr Raul Prebisch had advanced the same 
argument. In my view, the developing 
countries have been getting more and 
more from the developed countries while 
the producers of raw materials have not 
been giving the poorer developing count¬ 
ries a fair share of their export earnings. 
Thus, the new economic order hardly says 
anything new. It would be really new if 
it could set up a mechanism by which a 
fairer system of pricing raw materials vis- 
a-vis manufacturers could be had. Saying 
it does not make it new. Setting up a 


mechanism would have been new but we 
have no such mechanism as yet. 

Chopra: The oil-exporting countries 
took courage in joining hands and estab¬ 
lishing a cartel for the sale of crude oil 
which has come to be known as the OPEC. 
In one move, they not only obtained a fair 
price for oil but also caused substantial 
shifts in world monetary reserves. In your 
view, can producers of other commodities 
improve their fate by following the foot¬ 
steps of the OPEC? 

Ott: Let me go over a few of the histori¬ 
cal landmarks. The OPEC—Organisation 


Dr. Attiat Ott, 42, is a professor of economics 
at Clark University, Worcester, Massachu¬ 
setts. She has taught at several other univer¬ 
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sultant to a nember of US Government 
agencies—such as the Department of Health, 
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Economic Order*’ and allied subjects in 
Bangalore, Mysore, Madras, Patna and New 
Delhi. She was interviewed in New Delhi by 
S. P. Chopra, Senior Assistant Editor of the 
Eastern Economist. 
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of Petroleum Exporting Countries—did 
exist before the unilateral hike in oil prices 
in October 1973. They were not selling 
oil in a freely competitive market. The 
producers had their association. One 
element in their favour was that they were 
handling a large commodity in inter¬ 
national trade. Oil alone constituted four 
per cent of world trade. No other raw 
material had that important practical signi¬ 
ficance in world trade. That was why the 
OPEC was a success. Similar cartels in 
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the case of cotton, cocoa, coffee, tea, etc 
could not succeed. 

Chopra: Why not? 

Ott: Because these commodities had low 
income elasticity of demand. As buyers' 
incomes rose, the amount that they bought 
did not rise as fast as the rise in their 
incomes. Furthermore, there are substitutes. 
When the price of copper rises, the buyers 
can use scrap copper or aluminium. When 
the price of raw rubber rises, they can 
switch to synthetic rubber. So these com¬ 
modities do not have the same capability 
that oil has. 

Chopra: Do you mean to say that all 
these commodities cannot get adequate 
prices by following the OPEC approach? 
Or do you think these primary products 
must satisfy certain conditions to claim 
recognition on the same lines as oil? If so, 
what are these conditions? 

Ott: In my view, there has to be a case- 
by-case study. Take the case of bauxite. 
Jamaica decided unilaterally to quadruple 
the price of bauxite in 1974. No newspaper 
even picked up this news. Nobody ever 
talked of forming a “Bauxite Association”. 
Since the cost of bauxite in the manufac¬ 
ture of aluminium is insignificant even if 
its price is doubled, trebled or quadrupled, 
it does not affect the price of aluminium. 
But as soon as the recession set in, the 
demand for bauxite in developed countries 
fell, leading to a decline in prices. Today 
the price of bauxite is below where it 
started. Thus, such commodities as 
bauxite may enjoy a forced price rise in 
the short run, but in the long run they 
have no chance whatsoever. 

Chopra: This brings us back to square 
one. We know that during the last three 
to four years, the terms of trade have 
moved against the developing countries. 
In the case of the non-oil-exporting 
countries, the terms of trade moved un¬ 
favourably by 12 per cent between 1973 
(100) and 1975 (88) and they are believed 
to have deteriorated further in 1976. So 
the dilemma that these countries face is 
how to get out of this difficult situation. 
The success of the OPEC had heartened 
them, but if that experience cannot be 
repeated in the case of other commodities 
—and there is some weight in the argu¬ 
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ment advanced by you—then what is the 
way open to these poor countries? 

Ott: Let me first comment on statistics. 
I think that bracketing all the countries 
together and talking about the terms of 
trade is meaningless. Look at the OPEC. 
With 1973 at 100, their terms of trade in 
1974 and 1975 did not worsen; they went 
up to 365. Again, if you look at the group 
of developing countries that export manu¬ 
factured goods—South Korea, Mexico, 
Israel fall in this category—they were 
placed in a happy position in 1973 when 
the raw material prices fell; the raw 
material boom of 1971 and 1972 had 
affected them adversely because they had 
to pay a high price for the raw materials 
that they imported. If you look at other 
groups of countries, you see a different 
picture. Developing countries with per 
capita income above $250 have improved 
their terms of trade and those below this 
level of income have suffered a setback. 
And there is no doubt that 63 per cent of 
the population of developing countries 
lives in areas that continue to experience 
deteriorating terms of trade. The picture 
thus changes from area to area. 

Chopra: Despite the differences between 
the various groups of developing countries, 
the central argument in regard to deterio¬ 
rating terms of trade for the bulk of the 
population has not been convincingly 
refuted by you. How long can these 
countries put up with this unfavourable 
trend? Why not devise ways and means 
to increase the earnings of these people, 
failing which the quantum of assistance 
should be increased. 

Ott: The OPEC countries have acquired 
resources since October 1973 that could no 
doubt be used in the poor countries. 
Billions of petrodollars are today floating 
around Europe. They could be used for 
investment in the developing countries. 
The OPEC provided only a fraction of its 
newly gained resources for use in these 
countries, while the bulk of it went in 
various cycles to developed countries. Why 
the OPEC ignored the interests of the 
developing countries—of course this is a 
separate problem. 

Regarding imitation of the OPEC by the 
developing countries, all I would like to 
say is that even the OPEC may not be able 
to sustain its power because of the break 
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between Saudi Arabia and other members 
of the OPEC. In my view, the creation 
of producers* associations may be good 
politics but it is bad economics. As an 
economist, I have to frame my answer 
within the expertise at my command. It 
seems to me that moving away from 
politics, we have to recognise economic 
realities. The problem really boils down 
to providing help to the developing 
countries for their economic growth, and 
for this purpose, we should direct the 
dialogue within that framework. We must 
find out the most viable and efficient way 
to transfer technology and resources to 
the developing countries. I do not think 
the producers* associations are capable of 
performing this function. This is hardly the 
right approach to the problem. 

Chopra: The conclusion is irresistible— 
from what you have stated—that the 
number of countries even among the 
developing ones that have improved their 
terms of trade is small. A majority of the 
poor countries have not fared well except 
in the matter of receiving the same parrot¬ 
like advice that they should try for a con¬ 
sensus and not a confrontation. Unfortu¬ 
nately, this line of argument is becoming 
difficult to sell to the hard-hit poor 
countries. They find that it is leading 
them nowhere. Hence the search for new 
ideas. For example, the concept of 
indexation: Do you think it can help in 
coming up to the expectations of the deve¬ 
loping countries? 

Ott: Before I answer your question on 
indexation, let me state that the develop¬ 
ing countries differ widely in the stages of 
economic development. Take the cases of 
India and Tanzania. India is surely not in 
the same stage of economic development 
as Tanzania. There was a time when India 
depended on a few trrditional commodities 
for its export earnings. But today the 
picture has changed completely. You have 
today an extensive industrial facility 
backed by the necessary infrastructure. 
That is all that is required for economic 
development, and you have already 
acquired it. You have successfully mar¬ 
keted industrial products abroad. Your 
problem is no longer one of seeking 
increased prices for raw materials. So 
even for your country, this is not the right 
policy to pursue even though you may do 
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so on grounds of solidarity. Now let us 
look at Tanzania. More than 90 per cent 
of its export earnings are based on two 
products—coffee and sesame. Tanzania 
is not in a stage of development where it 
may be able to diversify its exports. It 
does not have the basic infrastructure. Tt 
does not have enough food to feed its 
people. Surely, its major concern is pro¬ 
curement of adequate prices for its raw 
materials. 

If you look at these two groups of 
countries, you become aware of the conflict 
in interests. Politicians may not like to 
talk about it, but the economists can not 
help talking about it. The interest of 
India as India is not the interest of 
Tanzania as Tanzania. Their common 
interest as members of the Third World 
may be common because after all, they 
are still—all of them-way behind the 
developed world. 

Turning to indexation, this idea was put 
forth by Iran with the support of Algeria. 
It did not gain ground anywhere, not just 
because the developed countries opposed 
it but because the developing countries 
themselves did not agree to pursue it 
further and for a very simple reason: What 
prices to choose and what commodities to 
include while computing the index 
numbers? The wholesale price index of 
all manufactured goods taken together is 
not indicative of anything. You have to 
look at it industry by industry. Similarly, 
the clubbing together of all raw materials 
to estimate changes of their prices is also 
indicative of nothing because each one of 
them is under the spell of a different 
elasticity of supply and demand. How 
sensitive is the demand for each commo¬ 
dity and how much is demand versus 
supply? 

Besides this, there were the technical 
problems. The United Nations Conference 
on Trade and Development (UNCTAD) 
tried to compute the index, but the attempt 
failed in regard to the selection of goods 
in the basket. 

If a country such as South Korea buys 
primary commodities from other countries 
and processes them for export, how can 
you talk of indexation for it? It is impor¬ 
tant for it to get cheap raw materials; what 


indexation can be applied to the manu¬ 
factured export goods in this case? 

Again, the basket of goods bought by a 
country depends on its level of develop¬ 
ment and also its military needs. Iran is 
the champion of indexation, but 50 per 
cent of its import basket consists of 
military hardware. The prices of new 
military weapons due to inputs of techno¬ 
logy have risen far above the prices of 
manufactured goods even with inflated 
prices. Selecting Iran for the representa¬ 
tive basket of goods is being unfair to 
other countries. Until the conflicting 
interests of these countries are reconciled, 
no indexation can take place. That is why 
no progress has been made in this regard 
so far. Even the developing countries 
have stopped discussing it. 

Chopra: The picture you have painted 
looks a little depressing. While the new 
order is not expected to succeed, as you 

--^ 

‘Developing countries differ widely in stages 
of economic development. India Is surely not 
in the same stage of development as 
Tanzania* whose exports are based solely on 
coffee and sesame. India has an extensive 
industrial facility backed by the necessary 
infrastructure. 

V._ 

stated, let us remember that the old order 
also failed despite the multiple arrows in 
its armoury, such as economic aid techni¬ 
cal assistance, increased flow of capital as 
well as technical know-how through multi¬ 
nationals, tariff preferences, generalised 
system of preferences, compensatory 
finance and so on. Now, may we pass on 
to a specific thing like technical assistance? 
Do you think it is possible for the poor 
countries to imbibe highly sophisticated 
technology, which the industrialised 
nations are developing at breakneck speed ? 
You know that in the United States and 
western Europe, technical know-how is 
doubling every 20 years, while in the 
developing countries the bulk of the people 
have not as yet assimilated what was dis¬ 
covered at the beginning of the current 
century. How fast can the new technology 
be transferred to improve the lot of the 
people in poor countries? 

Ott: I think that in regard to the assi¬ 
milation of technology, I am a little more 


optimistic—and there are two reasons for 
it. First, it is true that technology in use 
in advanced societies cannot be transposed 
into any other society that has not had 
some ingredients to absorb it. But we will 
have to determine the appropriate techno¬ 
logy suitable for a developing society 
before taking steps to introduce it. Second, 
we will have to study the experience of 
those countries that have hitherto succeed* 
ed in making use of relatively advanced 
technology. Your own country got techno¬ 
logy from the west, modified it a great 
deal and then put it to use. At a recent 
conference in India I was told about the 
measures taken to improve the efficiency 
of the bullock cart! Similar experiments 
will have to be tried in other countries. 

But 1 must say that technology has a 
price. Most of the technology, as you 
know, is developed in the private sector in 
the west. The government does not pro¬ 
duce technology. It is usually the private 
entrepreneur, who charges an extremely 
high price for his ideas. The new order 
should try to find a way to get cheap 
technology. I am deeply concerned with 
this problem facing the developing count¬ 
ries as a person who originally belonged 
to a developing country—I was born in 
Egypt. India, Egypt and other developing 
countries have to acquire technology at 
prices cheaper than those currently avail¬ 
able to them. 

Chopra: Here is the last question. 
Taking stock of all the ideas that have 
been mooted to mitigate the misery of the 
poor countries, will you as an economist 
enumerate in the order of priority how the 
problem of poverty of the developing 
countries can be resolved ? What do you 
think is the first step that ought to be 
taken, followed by the second, third, 
fourth and so on? 

Ott: Now, if I could give you the 
answers in order of priority, I would pro¬ 
bably get the Nobel Prize! But I do not 
think I can do it. However, I will make 
an attempt. First, there is the political 
stability that must exist before we can 
freely move to concrete solutions. Let me 
elaborate on that point. It is not the lack 
of capital that is preventing the economic 
progress of the developing countries. Take 
the OPEC for example. It has $300 billion. 
That money could have been made avail- 
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able to the developing countries for invest¬ 
ment. They gave the poor countries very 
little, though they did set up the oil facility. 
Recently, the OPEC met at Qatar but 
adjourned without agreeing on the 
quantum of aid they would give to the 
poor countries. They are afraid to invest 
even in the neighbouring Arab countries 
for fear of the future of that investment as 
well as the rate of interest on investments. 
So, we have to eliminate the fear that exists 
between countries. 

Second, we have to reconcile private 
benefit and private cost with social benefit 


and social cost. Let me illustrate it. As an 
individual I am earning a certain amount 
of money. My first responsibility is toward 
the education and welfare of my children. 
They are to be given good schooling, good 
clothes and good food. Part of my income 
I give to the government, without grudg¬ 
ing, by way of taxes because of my social 
responsibility as an individual. The 
government in turn may part with a frac¬ 
tion of the taxes so collected for the 
benefit of the developing countries. But it 
is bound to be insufficient, keeping in view 
the massive needs of the poor countries. 


We can make a start by creating awareness 
in the developed countries about the social 
consequences in developing countries 
if aid in the requisite volume does not 
reach them in time. Without that, any 
proposal that may be put forward will be 
no more than a blueprint having slender 
chances of being implemented. As an 
economist I believe that these resources 
should be transferred within the apparatus 
of a market system—though grants, aid 
and foreign investments—rather than 
through the distortion of commodity 
prices. 


The Roman circus comes to town 

E. B. Brook 


On March 25, the European Economic Community began celebrations of 
the signing of the Treaty of Rome . During these two decades the 
community has achieved a good deal , but the transition from the Common 
Market to Community has proved difficult . The Community needs an 
agreed strategy to deal with the problems of flagging economic growth. 


The European Economic Community, 
better known as the Common Market, has 
had a birthday which it regards as some¬ 
thing of a milestone. On March 25, the 
Community began celebrations of the 
signing of the Treaty of Rome which 
brought it into existence. If all the leaders 
who assembled in Rome for this event 
were by no means of one mind they were 
certainly of one intent—to make the occa¬ 
sion as amiable and enjoyable as possible; 
even President D'Estaing was able to 
relent sufficiently to agree that the Presi¬ 
dent of the European Commission, Mr 
Jenkins, might attend the coming world 
economic summit in London early in May 
within certain restrictions. 

In its first twenty years the Community 
has achieved a good deal. The French 
feel themselves to be the founder fathers 
of the community idea with good reason. 
It was the French Foreign minister, 
M. Schumann who, on May 9, 1950, set 
the ball rolling by proposing the setting 
up of the European Coal and Steel Com¬ 
munity, the first of the three Communities 
ECSC, EUROTOM and the EEC which 
fused in July 1967 to become the Euro¬ 
pean Community. Despite enduring diffi¬ 
culties, the first Six achieved a tremen¬ 


dous amount. Now Nine very different 
states are, after 20 years, still striving 
to create a new form of political and eco¬ 
nomic union, more comprehensive and 
binding than even the European Commu¬ 
nity itself. It is a noble ideal; in a world 
full of lack lustre in the matter of true 
cooperation, it is a remarkable achieve¬ 
ment and one worthy of public sympathetic 
if critical support. The immediate aspects 
are that the Nine will become Ten before 
many years with the addition of Greece 
to their number, with Portugal, Spain and 
later Turkey in the corridors of approach 
to membership. Of all European nations 
who have been asked their national 
opinion whether to join or not only Nor¬ 
way has said no. 

Apart from the fact that the Kennedy 
Round brought its long and difficult 
labours to successful conclusion during 
the period of the Market in the ‘ sixties, 
the Community has emended its attention 
to other continents with generally bene¬ 
ficial results. First was an association 
agreement with Kenya, Tanzania and 
Uganda signed in Arusha. French benefit 
to its former overseas territories was 
achieved through the Yaounde agreements, 
with Mauritius joining in 1970. The Lome 


agreement extended Market customs 
benefits to many other non-European 
countries and several agreements over 
beneficial tariff rates for such commodi¬ 
ties as textiles, tobacco, and tropical 
products have brought Market benefits to 
many overseas traders in many countries, 
benefiting not only the overseas trader 
but greatly enriching the commodity con¬ 
tent of the European markets. 

the great danger 

A long list of disadvantages and failures 
(so far) could be compiled; the greatest 
danger to the Community in recent years 
has been that it would stagnate in face of 
its many internal frustrations. 

It is more to the point to enquire 
briefly how the Community has come to 
reach this pass. Tn a sense it has been a 
victim of its own success. The early 
treaties were limited in scope. Aims were 
generally to remove all man-made obsta¬ 
cles to the free movement of goods, 
labour and capital. Autarchy in trading 
was to go. It is the next stage the transi¬ 
tion from the Common Market to the 
Community that har proved to be so 
much more difficult than knocking down 
impediments to free trading. As the first 
aims have been fulfilled there has tended 
to grow an increasing vacuum, with the 
Market institutions becoming more con* 
fused in their working as integration slip¬ 
ped ever beyond reach The Community 
has joyfully celebrated its twentieth year 
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to emerge facing something of a 
dilemma. 

In its search for a new dynamic, Europe 
has tried several paths which have prov¬ 
ed to be blind alleys. The idea of a tech¬ 
nological community’ has foundered; the 
concept of EMU, an economic and mone¬ 
tary union, has so far failed because it 
runs straight up against the increasing 
divergence of Europe’s national econo¬ 
mies. The concept of the currency ‘snake’ 
has served only to emphasise how weak 
are the weak and how strong the strong. 
Even the concept of ‘Europe with a human 
face’ to protect the environment, which 
might be thought to be more meaningful 
to men and women generally, has run 
into trouble despite some progress. The 
reasons for the disappointment are in¬ 
structive. The reforms envisaged involve 
not only spending large sums of money 
but impinge on national sovereignties. 
From 1973 onwards every government has 
been obsessed with the need to take all 
steps possible to reduce inflation and to 
defend what remained of their balances of 


payment. The strain has made the rich 
countries unwilling to help the poorer 
ones; the poorer are unable to afford the 
luxuries of the Commuuity’s ideas. 

Despite all efforts, unemployment has 
not diminished; currencies are still un¬ 
stable; governments cling to their areas 
of prerogative in order to have means to 
shield themselves from ever-threatening 
economic storms which could lead to 
social security storms later. 

The two great issue of concern to every 
European are inflation and jobs. If the 
Community is to retain creditability and 
a measure of political support it must be 
seen to be tackling these problems. There 
is no willingness by trade unions to 
accept the idea of forced mobility—a con¬ 
cept that workers must move to where 
there is work if necessary. The individual 
everywhere demands more job security 
and at home. Unemployment will un¬ 
doubtedly remain a significant problem 
for the Community and for all in Europe 
well into the ’80s and will then be aggra¬ 


vated by the growing impossibility of 
maintaining a ban on immigration from 
outside the Community. 

To continue to succeed, the Community 
needs an agreed strategy to deal with the 
problems of flagging economic growth, 
unemployment, diverging national econo¬ 
mies and inflation. It needs to give atten¬ 
tion to social issues also and all at Euro¬ 
pean and not national level. It needs a 
clearer and mo:e discriminating sense of 
priorities and realisation that problems 
that nations fail to solve do not become 
easier through being tackled internatio¬ 
nally—rather the reverse. The Community 
now needs clearly defined purpose, strate¬ 
gy a*;d great facility for adapting to 
changing political and economic environ¬ 
ment. It is an ideal that should not be 
allowed to fail; to succeed It needs far 
more drive and deliberate expert : se than 
it shows at the present time. A stronger 
European parliament as critic and spur 
would be one to achieve a more efficient 
machine in Brussels to help s >lvc west 
European and partly world problems. 
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WINDOW ON THE WORLD 


Healey links tax cuts to pay restraint 


Reviewing Britain's economy in the course of his speech during the 
“no confidence 91 debate In the House of Commons on March 23, the 
prime minister, Mr James Callaghan , claimed that “since the events of 
last autumn there has been a new stability In the financial and monetary 
affairs of this country 99 He pointed out that reserves had risen 
by $ 307 billion in the last two months , more than £6 billion worth of 
gilts had been sold to help finance borrowing requirements, interest rates 
had come down, domestic credit expansion was being kept well within 
the target of £9 billion in a full year, unemployment figures were 
showing some decline and the rise in import prices had slowed 
down to 2\ per cent “in the last three months According to him, 
confidence in sterling has been restored, thanks partly to the IMF “safety 
net 99 and the S 1.5 billion medium-term credit negotiated with 
commercial banks, business confidence is on the upturn and there 
are good prospects of inflation being brought down by the end of the 
year to a rate below the 15 per cent estimated last December Against this 
background, Mr Pat Reynolds (BIS Economic Correspondent) 
reports on the highlights of the British budget presented last week. 


Big income-tax cuts paving the way for 
third year of pay restraint from the heart 
of Britain’s annual budget presented to the 
House of Commons on March 29 by the 
Chancellor of the Exchequer, Mr Denis 
Healey. 

Stressing the scope for a carefully con¬ 
trolled fiscal stimulus, Mr Healey an¬ 
nounced £2-£- billion tax cuts, partly 
conditional upon a continuation of pay 
restraint in 1977-78. To offset part of the 
impact of these cuts, there would be an 
increase of £750 million in government re¬ 
venue as a result of indirect tax increases 
and other minor measures. Such was the 
“hard news” of Mr Healey’s announce¬ 
ment. But on a wider plane he outlined 
three major objectives for the British 
economy: the reduction of inflation, an 
improved trading performance and in¬ 
creased manufacturing competitiveness. 

Pay policy, he suggested, was the key 
to improving the inflation rate. By the 
end of a third year of pay restraint - that 
is, by mid-1978—Britain had the chance 
of reducing inflation to the level of its 
principal trading rivals. 

Mr Healey said he bclie\ed a satisfac¬ 
tory 1977-78 pay agreement could be 
reached. With such an agreement, the 
prospect was for a single-figure rate of 
inflation by the second quarter of 1978. 

On the trading front, Mr Healey expec¬ 
ted the current-account deficit to be 
progressively eliminated. There were 


good prospects of a healthy surplus in 
1978. He however added: ‘‘We must not 
only eliminate our balance-of-payments 
deficit but also earn substantial surpluses, 
so that we can start repaying our accu¬ 
mulated international debt while still 
maintaining adequate reserves.” 

On industrial performance, he called 
for improvements in both price competi¬ 
tiveness (through higher productivity) and 
non-price competitiveness (better product 
design, for instance). The £2*J- billion tax 
cuts consist of an immediate reduction 
of £1£ billion and a further reduction of 
£1 billion conditional upon a pay deal con¬ 
sistent with the country’s inflation policy. 
The £1^. billion consists of: (1) in¬ 
creased personal allowances—that is, the 
amount of income allowed before any 
tax becomes payable; and (2) an increase 
in the levels of income required before 
the higher tax rates—that is, those rates 
above the basic rate—are triggered. The 
increase in these levels will be of special 
benefit to middle management. 

The £1 billion of tax cuts conditional 
on pay restraint is planned to be brought 
about by a reduction of the basic (lowest) 
tax rate from 35 per cent to 33 per cent 
of income after allowances. Although 
all workers will benefit from this, the 
biggest proportionate benefit will go to 
the highly skilled worker. 

To offset the tax cuts in part, the Chan- 
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cellor announced increased taxes on 
cigarattes, road fuel and heavy oil as well 
as increased vehicle excise duty. Such 
increases would combine with other minor 
measures to raise government revenue by 
£750 million. There was to be no change 
in corporation tax. Stability in company 
taxation was an important part of Britain’s 
industrial strategy. But the Chancellor 
approved improved tax treatment for 
smaller companies. He was concerned that 
the government’s prices plans would not 
damage the rate of return on investment. 

The budget was building on th? success 
of the economic measures (mainly public 
spending cuts) announced last December. 
Since then there had been a striking res¬ 
toration of financial stability. The mone¬ 
tary aggregates (the money stock) were 
under tight control. Interest rates had 
fallen, and sterling had stabilised. 

The government intended to stick firmly 
to its announced public spending plan. 
Measures to relieve unemployment would 
be accommodated within these plans. 

public borrowing 

For 1976-77, the Public-Sector Borrow¬ 
ing Requirement (PSBR) was now estimated 
at only £8.8 billion, compared with the 
£11.2 billion forecast last December. 
Domestic credit expansion in 1976-77 was 
now expected to be only half the £9 
billion ceiling agreed with the Interna¬ 
tional Monetary Fund. 

Looking ahead from now to the first 
half of 1978, the Chancellor said he expec¬ 
ted output to grow by about 1£ per cent 
and manufacturing output by about 
per cent. Manufacturing investment 
should increase by some 15 to 20 per cent. 
Living standards, which had recently 
fallen sharply, should at least stabilise 
at something close to their present level. 
“We are now through the worst,” he said. 

The PSBR for 1977-78 could be some 
£8.5 billion-within the ceiling of£8.7 
billion agreed with IMF. Domestic cre¬ 
dit expansion in 1977-78 should be safely 
withiu the £7.7 billion previously forecast 
while the growth in the sterling component 
of the money stock, broadly defined, would 
again be in the 9 to 13 per cent range. 
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Mr Jaya Prakash Narayan 

desires that elections to state assemblies 
should be held as early as possible so that 
“we have new representatives who are in 
tune with the new union government”. 
May I respectfully suggest that Mr Jaya 
Prakash Narayan should give himself a 
holiday from politics and also give a 
chance to his much-taxed body to rest 
and recuperate? I urge this course on 
him particularly because there is some 
danger that his pronouncements on public 
affairs may automatically attract the reve¬ 
rence due to divine injunctions merely 
because it is he who makes them. The 
Father of the Nation to whom the Lok 
Nayak is now being compared frequently 
had, in his practical wisdom, set in these 
matters an example which “ JP” would do 
well to emulate. For most of the time 
Gandhiji allowed the Nehru government 
formed on August 15, 1947 to conduct 
the business of the state according to its 
lights. He did offer advice or otherwise 
intervene occasionally, but he had to learn 
more often than not that he should have 
left well alone and it was to his credit 
that he did so quickly. Back-seat driving 
is bad enough, but it would be fatal, 
indeed, if the man in the driver’s seat is 
required to keep his eye on some writing 
in the sky. Astral messages could be a 
grave traffic hazard. 

Take, for instance, JP’s ideas on state 
assemblies. Their implication is that he 
wants Janata party governments in the 
states as early as possible. If such govern¬ 
ments come to be set up in the normal 
course, we will have to accept them as the 
workings of the democratic process. But, 
in a federal polity, there is no great virtue 
in the same political party being in power 
at the centre and in the states. On the 
contrary such monopolising of political 
authority or responsibility could unduly 


strengthen the central political apparatus 
of the party in power and, in due course, 
impart to it a monolithic character undesi¬ 
rable from any point of view. After all 
this was what happened to the Congress, 
engendering in its leaders delusions of 
grandeur. Just as the evolution of a 
healthy two-party system is essential to 
the proper functioning of a parliamentary 
democracy, a certain diversity is desirable 
in th? sharing of power by political parties 
in the anatomy of a federal political system. 

In any case, there is little to be 
said in favour of artificially terminating 
state governments where they con¬ 
tinue to command majority support in 
state legislatures simply for the purpose 
of installing new governments in tune 
with the Janata set-up at the centre. The 
country needs to settle down after the 
recent general election and the central 
government itself ought to give the 
highest priority to urgent tasks of adminis¬ 
tration. It is the case of the Janata leaders 
themselves that the economic situation is 
a difficult one and that grave problems of 
stability and orderly growth clamour for 
immediate attention. Holding elections 
in the states so that uniformity may be 
brought about in the political complexions 
of governments at the state and the central 
levels is a luxury which the public may 
easily dispense with. An election should, 
however, be held as early as possible in 
Tamil Nadu which is under president’s 
rule. 

In their quest for politi- 

cal sustenance, politicians, evidently, are 
not averse to a little necrophilism. Mrs 
Gandhi, it may be recalled, turned her 
party’s condolcn.e meeting for Kamaraj 
into a political occasion by alleging that 
the dead leader was about to throw in 
his iot with the Congress. We now have 


MOWING 

FINGER 


MrjRaj Narain telling all and sundry that 
Fakhruddin Ali Ahmed was against the 
promulgation of emergency. If this was 
so, what prevented Ahmed from preserv¬ 
ing his innocence by the simple act of 
resigning from office? Again, if Ahmed 
was so scrupulous as all that, he could at 
least have exercised his constitutional 
right and indeed his constitutional obliga¬ 
tion to insist on the proclamation coming 
to him for his signature with the authority 
of the Council of Ministers. The Home 
minister informed Lok Sabha the other 
day that the proclamation of emergency 
was placed before the Council of Minis¬ 
ters only ex-post facto . If this was 
the sequence of events, Ahmed clearly 
violated his oath of office and was there¬ 
fore guilty of an impeachable offence. 
Assuming that Mr Charan Singh’s facts 
are fads, this was easily the darkest epi¬ 
sode of the emergency. Mr Raj Narain 
must show some awareness of these grave 
aspects of the case before he seeks to 
make political capital out of the alleged 
scruples of a president unwilling to do 
wrong but unable to do right cither. 


Given the qualitative 

change in the complexion of the govern¬ 
ment at the centre following the general 
election and the political context in which 
that change took place, heads of our diplo¬ 
matic missions might have set up a healthy 
convention by tendering their resignations, 
leaving it to the new government to pro¬ 
pose retaining such of them as it may 
find suitable. This gesture on the part 
of our ambassadors and high commis¬ 
sioners was particularly called for because 
they and their establishments had been 
shamelessly used by the previous govern¬ 
ment in New Delhi to present a false 
picture of the emergency and its work¬ 
ing to governments and peoples abroad. 
Had they made this gesture, some 
of them might have spared themselves 
painful embarrassment; for instance, Mr 
B.K. Nehru. As for Mr T.N. Kaul, he is 
past praying for. His defence, at its best, 
can only be that since ambassadors are 
admittedly sent out to lie for their 
respective countries, he lied for Indira 
since Indira, he 


had been told, 
was India. 


VB 
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TRADE 

WINDS 


State Trading 
Corporation 

During the financial year 
ending March 31, 1977, the 
State Trading Corporation 
(STC) recorded an all time high 
exports turnover in the non- 
canalised items. From Rs 64 
crores in the previous year the 
non-canalised exports went up- 
to Rs 156 crores registering a 
spurt of 144 percent over the 
previous year. In this cate¬ 
gory, the range of items ex¬ 
ported were: processed foods, 
finished leather, fashion goods, 
industrial alcohol, plywood, 
chilled meat and live sheep and 
several other new items such as 
aluminium ingots to the USA 
and wood charcoal to Iraq. 

Announcing the provisional 
financial results for 1976-77 
recently, the chairman revealed 
that the year 1976-77 witnessed 
a set-back in the prices of a 
number of commodities in the 
major world markets. Despite 
this decline in value, the cor¬ 
poration exceeded the turnover 
target by 22 per cent i.e. 
against the budgeted Rs 793 
crores, it achived a turnover 
of Rs 966 crores. There has 
bech a further increase in the 
overall turnover of STC Group 
comprising STC and its subsidi¬ 
aries—Projects and Equipments 
Corporation of India Ltd; 
Cashew Corporation of India 
Ltd; States Chemicals & 
Pharmaceuticals Corporation; 
Handicrafts and Handloom Ex¬ 
port Corporation and also the 
Central Cottage Industries 
Corporation. From Rs 1096 
crores in 1975-76, the turn¬ 


over now stands at Rsll74 
crores. 

Last year, sugar was the 
single largest item of export 
from India and in STCs turn¬ 
over it occupied a lion's 
share. Sugar exports during 
the year were, however, re¬ 
duced to protect domestic re¬ 
quirements. Excluding sugar, 
however, STCs exports rose 
by Rs 217 crores this year i.e. 
Rs 509 crores as compared 
with Rs 292 crores in 1975-76, 
registering a spectacular growth 
of 74 per cent. Main items of 
exports this year other than 
sugar, were: leatherware, silver, 
coffee, cement, castor oil, tex¬ 
tiles and tobacco. 

Search for New Markets 

A number of new export 
items, such as: barley, wood, 
charcoal, fishmeal, fireworks, 
energy meters, public address 
system, billiard tables, were 
introduced in several markets 
of the world. STC also pene¬ 
trated in a number of new 
markets, such as: Sudan for 
flying overalls; Hungary for 
pineapple products; the USSR 
and Algeria fo rsports goods, 
Iraq for wood charcoal; Indo¬ 
nesia for aluminium ingots, 
Kuwait for mango juice and 
the USA for fireworks and 
sparklers. 

Import sales at Rs 299 crores 
showed a marked increase over 
hist year’s turnover of Rs 160 
crores (excluding Rs 57 crores 
pertaining to Chemicals and 
Pharmaceuticals Corporation). 
The major increase was in 
respect of different edible oils 
imported for the vanaspati 


industry. Large scale purchases 
made judiciously with prompt 
arrangements for movement 
and storage played an impor¬ 
tant role in meeting the demand 
of this dispersed industry and 
helped in stabilising internal 
prices. 

The chairman also men¬ 
tioned that during the year, the 
corporation enlarged the price 
support operation in respect 
of seedlac and rubber in order 
to stabilise domestic prices and 
to provide the growers a fair 
return. The chairman announ¬ 
ced that an Export Stabilisa¬ 
tion Fund was being created so 
as to assist important and per¬ 
manent exports in lean years. 
A further sum of Rs 3 crores 
is being transferred to the Ex¬ 
port Development Fund. A 
customer relation service has 
been started at some offices of 
the STC. 

Cash Aid for Jute 
Exports 

The government has taken a 
final decision on the quantum 
of cash compensatory support 
for the export of jute goods 
during 1977-78. While the 
newly developed lighter variety 
of cotton bagging will get cash 
assistance of 20 per cent, the 
incentive in the case of wool 
pack will be 15 per cent. So 
far as old cotton bagging, 
hessian and carpet backing are 
concerned, it has been decided 
to maintain the present levels 
of cash aid on their exports 
for one more year. The current 
rate for old cotton bagging is 
25 per cent and for the other 
two jute specialities it is 10 per 
cent. 

It is felt that 20 per cent 
cash assistance on new cotton 
bagging will improve its com¬ 
petitive position in world 
markets. The US is understood 
to have shown a keen interest 
in buying this newly-developed 
lighter variety and has placed 


orders for trial shipments. 
The grant of 15 per cent cash 
compensatory support to wool 
pack is expected to increase its 
exports, particularly to Austra¬ 
lia, which has already placed 
a sizable order for the pur¬ 
chase of 5,000 bales or 250,000 
packs. It is expected that 
Australia may place further 
orders for wool packs after the 
present order is executed. 

Projects & Equipment 
Corporation 

An increase of 50 per cent in 
export earnings for 1977-78 
has been planned by the Pro¬ 
jects and Equipment Corpora¬ 
tion. The target has been fixed 
at Rs 60 crore against Rs 40 
crore in the current financial 
year. Although the current 
year’s performance is lower 
than the target of Rs 48 crore, 
it still represents a significant 
growth rate of 40 per cent over 
the previous year when exports 
had amounted to Rs 28.6 crore. 
Releasing provisional working 
results for 1976-77 recently, 
Mr M.M. Luther, chairman of 
PEC, stated that while exports 
had risen substantially, imports 
had declined steeply from Rs 11 
crore to Rs 1 75 crore. Thus, 
the total turnover in the current 
financial year was likely to be 
of the order of Rs 42 crore 
against Rs 39.6 crore in 
1975-76. 

An important feature of the 
PECs performance this year is 
the sharp increase in exports 
of non-canalised items. Earn¬ 
ings from these items have 
gone up to Rs3I crore from 
Rs 16.6 crore in the previous 
year. On the other hand, ex¬ 
ports of canalised items has 
declined to Rs 9.4 crore from 
Rs 12 crore in 1975-76. 
Another significant point is 
that exports to general currency 
areas have risen considerably. 
As a result, free foreign ex* 
change earnings this year are 
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likely to be as much as Rs 28 
crore against Rs 14.8 crore in 
the previous year. 

Mr Luther stated that it 
should not be difficult to 
achieve the next year’s target 
of Rs 60 crore because the 
corporation has at present 
orders on hand worth Rs 30 
crore. In view of the emphasis 
on project exports and on find¬ 
ing new markets, sufficient ex¬ 
port orders would be obtained 
during the course of the year 
so as to attain the target. 
Earnings from project exports, 
which have risen to Rs 11 crore 
in the current year from Rs 3.5 
crorj in 1975-76, are expected 
to increase further to about 
Rs 16 crore in the next financial 
year. Coming to the financial 
results, there has been a sharp 
increase in profit before tax, 
which is expected to be of the 
order of Rs 2 crorcs compared 
with Rs 1.2 crores in 1975-76. 
Profit after tax at Rs 80 lakhs 
shows an increase of over 100 
per cent—in the previous year 
it was placed at Rs 36.6 lakhs. 
Total costs have been brought 
down to Rs 73 lakhs from 
Rs 94.6 lakhs in the previous 
year through strict financial 
management. 

Garment Quota for 
EEC 

The European Economic 
Community has unilaterally 
imposed a quota on imports of 
ready-made garments from 
India, mainly on shirts and 
blouses. The abrupt step by the 
EEC will adversely affect 
Indian exports. India has 
strongly objected to it and 
has called-off negotiations that 
were underway for the la,t 
several months on the subject. 
The EEC quota is effective 
for six weeks from March 19 
and it has informed India that 
the step has been taken pend¬ 
ing further consultations. 
India has made it clear that 


no fresh consultations could be 
held unless the EEC ended its 
unilateral move and restored 
the status quo ante. 

What is disturbing is that 
the quota will be applicable 
irrespective of the fact whether 
shirts and blouses are mill- 
made or handlooms. Even 
in regard to mill-made variety, 
the quota was applicable pre¬ 
viously only in respect of 
Britain. The EEC has evolved 
its own formula for the quota. 

According to indications 
available the quota has been 
fixed on the basis of 1975 exports 
and exports during the first 
half of 1976 plus some percen¬ 
tage more as the additional 
quota. It is understood that 
EEC has decided that if there 
is no agreed soluti m with 
India on the subject the quota 
will be enforced for a >car. 


effort to increase fisheries pro¬ 
duction. 

The US dollars 38 million 
project comprises harbour 
improvement works and shore 
facilities serving the ports 
of Mangrol and Veraval, the 
development of infrastruc¬ 
ture for eight fishing villages 
situated between Mangrol and 
Veraval and credit for invest¬ 
ment in motorised fishing 
vessels and canoes. At full 
development, the project is 
expected to help increase 
fisheries production by about 
44,600 tonnes a year (including 
3,700 tonnes of shrimps) valued 
at US dollars 8.1 million. The 
Bank’s “Third Window” loan 
of US dollars 14 million will 
carry interest at 4.5 per cent 
per annum. An additional four 


per cent will be paid to the 
Bank by the Interest Subsidy 
Fund, representing the differ¬ 
ence betweent the Bank’s 
current interest rate of 8.5 per 
cent and the charge to India. 
The IDA credit is for 50 years, 
including 10 years of grace. It 
is interest free, except for a 
service charge of 3/4 of one per 
cent to cover IDA's administ¬ 
rative costs. 

Import Policy Delayed 

Announcement of the import 
policy for 1977-78 is being 
delayed. The precise date will 
be notified later. According to 
an official release, parties may 
submit their applications for 
import licence* for the next 
financial year commencing on 
April 1, 1977, only after the 
—over to page 662 


World Baok Loan for 
Gujarat Project 

The World Bank and its 
affiliate, the International De¬ 
velopment Association (IDA), 
are providing US dollars 
18 million for a project design¬ 
ed to increase fisheries pro¬ 
duction in Gujarat state. IDA 
is extending a credit of US 
dollars four million and the 
World Bank a loan of US 
dollars 14 million on “Third 
Window” terms. This country 
is one of the most protein- 
deficient areas in the world. 
Consequently the country is 
placing increasing emphasis < n 
the development of fisheries. 
Apart from supplementing 
local dets, fishery develop¬ 
ment is also important for ex¬ 
ports. India is presently the 
world’s largest exporter of 
shrimps, which in 1975 contri¬ 
buted US dollars 140 million 
in foreign exchange. The pro¬ 
ject being assisted by the World 
Bank aqd IDA is a part of 
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THE STORY OF ATUL 


The Company 

The Atul Products Ltd. was 
incorporated in 1947 with 
Shri Kasturbhai Lalbhai as the 
Chairman of the Board of Di¬ 
rectors. The Company started 
manufacture in March 1952. 

The Product Mix 

Dyestuffs are the mains¬ 
tream of Atul's manufacturing 
programme. The range inclu¬ 
des a very wide choice in 
Acid Dyes, Azoic Dyes, Direct 
Dyes (Azo), Azo Disperse 
Dyes, Mordant Dyes. Food 
Dyes, Solvent and Sulphur 
Dyes. Atul also makes Flou- 
rescent Brightening Agents 
for Cotton. Paper and Nylon. 

Atul's Azoic Dyes, Tula- 
thols. Tulabases and Tulage- 
nes are in great demand for 
their versatility and colour 
fastness. Sulphur Black is the 
largest single consumed dye 
in the country. 

Atul also makes a wide 
range of bulk drugs like 
Quiniodochlor, Sulfa Drugs 
and Vitamin K analogues 
besides Halazon N F,, and 
Saccharine. 




Sheth Kasturbhai Lalbhai 

(Chairman) 

Atul’s own operations 
consume a targe proportion 
of the Dye Intermediates 
manufactured. Some of the 
Intermediates like BON and 
Gamma Acid are also 
exported. 


The twin objectives of 
diversification and full utilisa¬ 
tion of resources are served 
through the manufacture of a 
wide range of downstream 
chemicals, pharmaceutical 
intermediates and weedicides. 
The complete integration of 
the manufacturing program¬ 
mes at the complex is one of 
the highlights of Atul's 
development over the last 25 
years. The Company today is 
virtually self-sufficient in 
most of its requirements of 
basic raw materials. The 
commencement of manufac¬ 
ture of Beta Napthol and 
Michler's Ketone have been 
significant steps in this 
direction. 

Plans are afoot for expan¬ 
sion of the Caustic Chlorine 
plant; increase in production 
of Vitamin K and Disperse 
Dyes as well as the introduc¬ 
tion of a new pigment range. 

Marketing and Technical 
Services 

Atul's products are marke¬ 
ted on an all-India basis. The 
Company has an extensive 
network of Indenting Agents 
backed up by technical sales 
representatives. Apart from 
fully staffed quality control 
and R Er D Laboratories, there 
are also field service Labora¬ 
tories at Madras, Ahmedabad 
and Calcutta. 

The Work Site 

Atul is not just a giant 
chemical complex; it is a 
giant self-sufficient township 
spanning some 4.36 kms in 
the Valsad district of Gujarat. 

The township is ideally 
located within easy access 
to the Western Railway on the 
West and the National High¬ 
way on the East. From the 
river Par on the South, the 
township receives an abun¬ 
dant water supply. 

Almost all the 2,700 emp¬ 
loyees live within the town¬ 
ship. Some 1,150 residential 
quarters are beautifully loca¬ 


ted amidst more than one 
lac trees which were planted 
by the Company to obviate 
the slightest possibility of 
pollution hazards and preser¬ 
ve the natural environment of 
the township. 

Atul has its own facilities 
such as Banks. Post & Tele¬ 
graph office. Police Station 
and Temples. There are bus 
connections to the towns of 
Valsad and Pardi. 



Shri B. K. Mazumdar 

The guiding light of Atul’s 
every activity till he retired in 
1973. 

Welfare 

Welfare is an integrated 
part of Atul's operations. The 
staff has free housing and 
water, subsidised electricity 
and a Consumer Co-operative 
Society. 

There is a 4,000 seat open- 
air theatre for weekly films 
and dramas. There are facili¬ 
ties for Badminton. Tennis. 
Cricket and Billiards; Clubs 
for women and children. 
Cultural and Science clubs 



Shri S. K. Lalbhai 

(Managing Director) 

and other leisure time 
activities. 

The Atul panchayat provi¬ 
des a community T.V. facility, 
libraries, reading rooms and 
sanitary services. The school 
(Kalyani Shala) has 1,625 
students with one teacher for 
every 30 students. There is a 


round-the-clock fire fighting 
service. 

Every Atul employee gets a 
free 6 monthly check-up. 
The medical centre has 3 
full-time doctors and a part- 
time lady doctor. Atul has 
also donated substantial 
sums for Charitable, Educa¬ 
tional and Health projects 
around the area. 

Corporate Growth 

Atul commenced with a 
capital base of Rs. one crore 
in 1947. The Company's 
position according to the 
1976 Balance Sheet shows a 
Paid-up Capital of Rs. 4.92 
crores. It's Reserves stand at 
Rs. 9.75 crores and the Gross 
Block at Rs. 23.4 crores. 

In the initial stage the 
Government of India was kind 
enough to grant a low interest 
loan of Rs. 3 crores. This 
together with financial sup¬ 
port from Unit Trust, State 
Bank, United Commercial 
Bank and ICICI, has helped 
the company continue its 
long march of growth and 
achievements. 

Under the stewardship of 
the Chairman, Sheth Shri 
Kasturbhai Lalbhai and the 
able management by the two 
Managing Directors, Shri 
Siddharthbhai K. Lalbhai and 
Shri Chinubhai Chimanbhai, 
Atul is poised for a continued 
growth. 



Shri Chinubhai Chimanbha? 

(Managing Director) 

But the pace of this growth 
has always been contini*ously 
integrated with the national 
priorities of self- sufficiency, 
exports, import substitution, 
employment, capital forma¬ 
tion and employee welfare. 

It is all part of the story 
of Atul. 
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25 years of constant endeavour 8 growth 


ACHIEVEMENT IS A JOINT ENDEAVOUR 


The pre-eminence which Atul 
enjoys today is in no small 
measure due to the co¬ 
operation of its world 
renowned collaborators- 
American Cyanamid Co., 
U.S.A., Imperial Chemical 
Industries Ltd., U.K., and Ciba 
Geigy Ltd., Switzerland. 


cvajvamip 

CYANAMID (INDIA) LTD. 

The Company started 
operations in 1953 with the 
manufacture of its 'Lederle' 
range of pharmaceutical 
products followed by 
manufacture of Tetracyclines 
Since 1962 Cyanamid has been 
manufacturing the very wide 
spectrum insecticide 
'Malathion'. 

In 1968-69 the Company 


introduced the revolutionary 
systemic insecticide 'THIMET 
10-G’ 

Cyanamid has also pioneered 
several research based 
animal and food products. 

The Company's Research & 
Development efforts have 
obtained recognition from the 
Department of Science & 
Technology, New Delhi. 

Several expansion projects 
are planned for the future. 




ATIC INDUSTRIES LTD. 

Atic manufactures world 
famous Vat Dyes which are 
in great demand for textile 
and handloom industries. 

In 1969 Atic introduced its 
complete range of Procion 
dyes. 'Dispersol 1 dyes and 


Dye Intermediates are also 
part of A tic's manufacture. 
Atic has a steady record in 
Exports. 

The Company will shortly 
undertake the expansion of 
its Reactive Dyes range. 


CIBATUL (INDIA) LTD. 

This is a joint venture with 
Ciba Geigy Ltd. The Company 
manufactures Urea 
Formaldehyde Resins, Epoxy 
Resins, Suita Drugs 
Intermediates and Pyrazol 
Base. 

In 1975 the Department of 
Science and Technology of 
the Government of India 
accorded recognition to the 
Company's Research & 
Development Laboratories. 


MEETING THE 

EXPORT 

CHALLENGE 

Atul is a regular exporter of Dye 
Intermediates to sophisticated inter¬ 
national markets like U.S.A., Japan 
and U.K. 

The Company has thrice bagged 
ChemexciTs export awards for Dyes 
and Intermediates. 

In 1974 Atul also bagged the ICM A 
award. 

For 1977, Atul plans to reach an all 
time high of Rs. 4 crores in exports. 



Atul thanks its collaborators, clients, indenting 
agents as well as its suppliers and the 
financial institutions, notably the ICICI. Unit 
Trust and State Bank of India for their 
co-operation and encouragement. 

Our association in the past 25 years has been 
a happy one. We hope that the coming years 
will be happier still. 


THE ATUL PRODUCTS LTD. 

P. 0. Atul, Valsad. 
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announcement of the new 
policy. 

State Budgets 

Madhya Pradesh 

The Madhya Pradesh Finance 
minister, Mr S.S.N. Mu&hran, 
presented in the Vidhan Sabha 
budget estimates for 1977-78 
and a vote on account for 
demands totalling Rs 421.91 
crore relating to expenditure 
for the first four months ending 
July this year. Budget estimates 
for 1977-78 show total receipts 
of Rs 1,388.63 crore and total 
expenditure of Rs 1,398.54 
crore, leaving a deficit of 
Rs 9 91 crore. With excess 
expenditure under the state’s 
1976-77 plan (about Rs 33 
crore more than the original 
Rs 275.27 crore) the budgetary 
deficit rose from the uncovered 
deficit closing balance of Rs 20 
crore to Rs 53 crore which was 
being contained at the level of 
Rs 37.23 crore. 

Punjab 

A tax-free budget for the 
year 1977-78, presented recently 
to the Punjab Assembly by 
Finance minister Mr Hans Raj 
Sharma, contains a massive 
deficit of Rs 28.42 crores 
which was left uncovered “for 
the present.” The overall 
budget showed revenue receipts 
of Rs 846.25 crore and an 
expenditure of Rs 868.67 crore 
making a closing negative 
balance of Rs 22.42 crore. It is 
expected to further go up to 
Rs 28.42 crore when the annual 
impact of the grant of two ad¬ 
ditional DA instalments to the 
government servants was felt. 

The Finance minister indi¬ 
cated the government’s inten¬ 
tion to spend another Rs 18 
crore to Rs 20 crore on provid¬ 
ing “relief” to small and 
marginal farmers, economically 
weaker sections, harijans and 
backward classes as also to 
“rationalise” the pay structure 


of the government servants by 
merging the pre-1973 dearness 
allowance and dearness pay to 
provide additional relief in the 
basic grades the details of 
which are currently being 
worked out. 

Mr Sharma assured that the 
deficit would not be allowed to 
go up further and if necessary 
the Plan allocation itself would 
be cut by five per cent, to meet 
the requirements of these 
sections of the society. Ex¬ 
plaining the deficit, the Finance 
minister stated that the revis¬ 
ed estimates for 1975-76 were 
expected to close with a debit 
balance of Rs 3.93 crore but 
the actual accounts show a 
debit balance of Rs 36.65 
crore. The amount of deficit 
was caused by the imperatives 
of the social welfare, he 
added. The Finance minister 
hoped that the deficit would 
be offset largely by the addi¬ 
tional financial assistance from 
New Delhi and by mobilising 
resources through the financial 
institutions whose operation 
in Punjab had gone up subs¬ 
tantially. 

Rajasthan 

The budget proposals for 
1977-78 have brought in a 
fresh dose of taxation amount¬ 
ing to three crore rupees in 
Rajasthan. Despite this the 
year would end with a deficit 
of Rs 33.51 crore. Mr Chandan 
Mai Baid, Finance minister, 
presenting the budget and 
asking for a vote on account 
for the first six months of the 
year, observed that the gap 
would be covered by better 
recovery of taxes, loans and 
dues, more collection under 
small savings, additional 
central assistance and econo¬ 
my in non-essential spending. 
Revenue receipts in 1977-78 
are estimated at Rs 451.19 
crore and expenditure at 
Rs 442.84 crore giving a surplus 


ofRs 8.35 crore. The capital 
account has, however, a defi¬ 
cit of Rs 32.57 crore, receipts 
and disbursement being 
Rs 133.36 crore and Rs 165.93 
crore respectively. 

Giving details of his taxa¬ 
tion proposals, he announced 
withdrawal of sales tax on 
sale of khandsari sugar, wool 
top made of tax paid raw wool 
and central sales tax on 
scooter made in Rajasthan (up 
to 31st March 1978). He also 
announced reduction in sales 
tax on radios and transistors to 
seven per cent from 12 per cent, 
one per cent relief on sale of 
gems, precious stones and 
pearls within the state bring¬ 
ing down to three per cent and 
1.25 per cent reduction in 
inter-state sales. 

Exemption of sales tax has 
been withdrawn on handloom 
silk articles. They will now 
be subjected to three per cent. 
Silk bandhej saris will also 
be now taxed at three per cent 
against the present 10 per cent. 
Sales tax on country liquor 
has been raised to 25 per cent 
from 20 per cent. Oilcake will 
also be subjected to one per 
cent tax. Sales tax on water 
melon seeds and tumba seeds 
will be charged at four per 
cent. Turnover limit has been 
raised from Rs 30,000 to 
Rs 50,000. 

Other proposals include 
excise duty up on Indian- 
made foreign liquor from 
Rs 18.50 per LP litre to Rs 15 
and Rs 22 per LP litre on beer 
from 80 paise to Rs 2 per litre, 
renewal fee for IMFL shops 
from Rs 2,000 to Rs 5,000 per 
shop per annum. 

Tamil Nadu 

The Finance minister, Mr 
H.M. Patel, presented to the 
Lok Sabha recently the bud¬ 
gets for 1977-78 for the states 
of Tamil Nadu, Nagaland 
and the Union Territory of 
Pondicherry. Seeking a vote- 


on-account for five months 
for the two states and the 
union territory, Mr Patel 
disclosed a deficit of Rs 13.92 
crores for 1977-78 in the case 
of Tamil Nadu. The current 
financial year will close 
with a negative balance 
of Rs 2.98 crores. The major 
factor which had led to the 
increase in the revenue deficit 
is the expenditure on drought 
relief and flood relief. The 
’ Finance minister stated 
that the states next year’s 
negative cash balance of 
Rs 13.92 crores would be 
eliminated through a variety 
of measures including econo¬ 
mies, better collection of 
taxes. 

Pondicherry 

In the revenue account 
of the union territory of 
Pondicherry, receipts for 
1977-78 are estimated at 
Rs 13.90 crores and expendi¬ 
ture at Rs 20.05 crores leading 
to a deficit of Rs 6.15 crores, 
which will be met by grants-in- 
aid from the centre. On capi¬ 
tal account, the estimates 
reveal a deficit of Rs 4.38 
crores which wilt be met by 
obtaining loans from the 
centre. 

Nagaland 

The Nagaland budget for 
1977-78 reveals an overall sur¬ 
plus of Rs 3.46 crores. The 
revenue receipts of the state 
are expected at Rs 57.99 crores 
and expenditure, on revenue 
account, at Rs 49.31 crores, 
resulting in a revenue surplus 
of Rs 8.68 crores. Part of 
this however gets off-set by a 
deficit of Rs 5.22 crores on 
capital account. 

Manipur 

Manipur Finance minister, 
Rajkumar Ranbir Singh pre¬ 
sented on March 25 to the 
state assembly a Rs 79.85 crore 
budget for 1977-78, showing 
an overall deficit of Rs 10.41 
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crore. Of the total budget 
proposals, Rs 32.92 crore are 
on capital account and 
Rs 45.93 crore on revenue 
account. Central assistance 
totals Rs 48.08 crore, out of 
which Rs 45.73 crore are in the 
form of grants and Rs 2.35 
crore in loans. Closing deficit 
for 1976-77 has been calculated 
at Rs 6.12 crore. 

Names in the News 

Mr N.K. Mukarji, secretary 
of the ministry of Civil Avia¬ 
tion and Tourism, has been 
appointed cabinet secretary. 
He took over from Mr B.D. 
Pandcy on April 1. Mr Mukarji 
was the home secretary of the 
government of India and was 
shifted to the ministry of 
Tourism and Civil Aviation 
after proclaimation of the 
emergency. 

Mr V. Shankar, ICS (retired), 
is being appointed secretary to 
prime minister, Mr Morarji 
Desai. He will take the place 
of Mr P.N. Dhar, who is going 
back to academic life. 

Mr Gian Prakash, who has 
been secretary of ministry of 
Health and Family Planning, 
has b~en appointed secretary 
for Defence in place of Mr 
D.R. Kohli who has taken over 
as the Lt. Governor of Delhi. 

Mr T.C.A. Srinivasavaradan 
took over as secretary of the 
ministry of Home Affairs from 
Mr S.L. Khurana. 

Mr Santosh Kumar Roy, 
chairman of the Jute Corpora¬ 
tion of India, has resigned. 

Mr Vinod Parekh, chairman 
of STC has resigned. Mr P.K. 
Kaul, additional secretary, 
ministry of Commerce, took 
over the charge from Mr 
Parekh. 

Mr A.S. Gill, Chief Control¬ 
ler of Imports and Exports has 
taken over as chairman of 
MMTC from Mr C.R. Das, 
who has been asked to proceed 
on leave. 


The chairmen of three 
nationalised banks have retired. 
They are: Mr R.A. Gul- 
mohamed of Dena Bank, Mr 
S.D. Verma of Allahabad Bank 
and Mr Laxminarayan of 
Indian Bank. The senior-most 
genera] managers in the respec¬ 
tive banks have taken charge. 


Mr R.L. Steinmetz has been 
appointed as managing director, 
Firestone Tyre & Rubber 
Company of India Private Ltd, 
Bombay, with effect from 
April 1, 1977. He succeeds 
Mr G.T. Warner, who is 
returning to the United States. 
Mr Steinmetz has’held previous 


managerial positions with Fire¬ 
stone in Japan, Philippines, 
Australia and New Zealand. 
Mr Gurdip Siugh, until recent¬ 
ly sales manager—Trade, Fire- 
stone-India, has been promoted 
as general sales manager, with 
effect from April 1, 1977. 
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“F“ r USEFUL 

Index to Indian Medical Periodicals—July-Deccmber, 1972 
Manual of Election Law (Eighth edition) 

Indian Minerals Year Book 1971 

Report on the General Elections to the Legislative Assemblies 
in India (1970*72). Statistical information relating to the 
General elections to the Legislative Assemblies of Kerala 
(1970), Tamil Nadu, West Bengal 0971) and all States. 

Union Territories, which went to Poll in 1972 except Uttar 
Pradesh, Nagaland and Pondicherry. 

(a) Vol. U-A (Pts. I to HI) 

(b) Vol. II—B (Pts. IV tables 1-5) 

(c) Vol. II— C (Pt. IV tables (5-9) 

(d) Vol. IV-D (Pt. V. West Bengal) 

Studios in Economics of Farm Management in I.A.D.P. Region 

of Surat and Bulsar, Gujarat, Combined Report for the 

years i 966-67 to 1968-69 

The Air Almanac 1977 Volume I. January-June 

Fort William-India House Correspondence and other 

Contemporary papers relating thereto (Public Series 

Vol. VII. 1773-76 

Religious Institutions and Caste Panchayats in South India 
D.G.T.D. Annual Report (For the period ending July 1976) 
Official Directory (As on 1st Oct. 1976) (Diglot) 

The Climatic Water Balance of India 
'Ethnographic Notes (Census of India, 1971 series-21) 

Uttar Pradesh 

Report on Negotiable Instruments Law 
Survey of Kanauri in Himachal Pradesh 
Question Papers for Assistant Grade Examination, 1976 
Rates of Direct-Taxes Assessment Year 1976-77 
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Available from all authorised selling agents 
FOR CASH SALE 

KITAB MAHAL 

Unit No. 21, State Emporia Building, 
Baba Kharak Singh Marg, 

New Delhi (Phone: 343708) 

GOVT. OF INDIA BOOK DEPOT 
6, K. S. Roy Road, Calcutta-700001 
(Phone: 233813) 

GOVT. OF INDIA BOOK DEPOT 
Ground Floor, Now C.G.O. Building, 

New Marine Lines, Bombay-400020 
DEPARTMENT OF PUBLICATION 
SALE COUNTERS IN NEW DELHI 

• UDYOG BHAVAN (Phone: 372082) 

• DEPARTMENT OF PUBLICATION 
CIVIL LINES# DELHI-110054. 

• C.B.R. BUILDING, BAHADUR SHAH 
ZAFAR MARG 



NOTE : 

Postal Charges extra for 
mail orders below Rs. 5/- 
iit India @ 20% of cost . 
Registration Charges 
extra if supply is desired 
by regd. post . 
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ngef presents 
a different kind of 

INDUSTRIAL REVOLUTION 


A range of Quality motors 

few can match 

Plus 

a unique service to back it aH upl 


Lf & HT motors Uom\ 
0.25 hp to 2000 hp 
Heavy motors in frame* 1 
sizes: 400 to 710 
Crane Duty Motora 
Textile Motors 
Single Phase Motors 
Increased Safety Motors 
Vertical Hollow Shaft 
Motors 

Vibrator Motors 1 
Roller Table Motors 
Flame-proof Motors 


You name it I NGEF has it. 
Big Motors. Small Motora. 
General Purpose Motors. 
Special Purpose Motora. 
Low Voltage Motora. High 
Voltage Motors. Squirrel 
Cage Motors. Slipring 
Motors.Yes, we could go 



export Quality 
Over the years, thousands of 
NGEF motora hatfe left 
eur shores for technologically 
advanced countries in 
Europe and the rest of the 
world. Naturally, this 
wouldn't have been possible 
If our motors didn't stand up 
to recognised international 
standards. IEC, BSS,VDE, 
DIN....you name it—our 
motora stand up to them all. 

Service now end forever 
You could call it a strength 
If you like. For, service we've 
been told, la one of the 
secrets of our success. And 


It's nice to know that our 
customers walk away 
assured of our services In 
planning, selection, 
installation, testingi 
commissioning and 
everything else that matters. 

NGEF 

Drives 
•unmatched in 
quality, range or 
service. 

NGEP LTD 

Factory 6 Registered Office: 
Byappanahalli, 
BANGALORE-660038 
Sales offices in principal dties. 
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COMPANY 

AFFAIRS 


Indian Aluminium 

The Indian Aluminium Com¬ 
pany Ltd has received a 
letter of intent for setting up 
a 33,000 tonnes per annum 
caustic soda/chlorinc plant at 
Haldia, in West Bengal. Apart 
from this, negotiations are 
taking place for the export of 
alumina to Iran on a long-term 
basis. If these neogitations are 
successful, additional alumina 
capacity of 140,000 tonnes per 
annum would need to be ins¬ 
talled at Belgaum. The total 
cost of these two projects is 
estimated at Rs 60 crores. 

Construction in respect of 
the new project at Belgaum for 
the manufacture of pre-baked 
carbon blocks, used in lining 
smelter pots is in progress. 
The project is expected to be 
completed by the end of this 
year. No decision has yet been 
taken by the government on 
the company's applications, 
pending since 1972, for the 
installation of an extrusion 
press at Taloja and for an 
increase in the capacity of its 
sheet mill at Taloja and foil 
plant at Kalwa. 

Research Centres 

The two research cent* es at 
Belgaum and Taloja are in the 
construction stages. While the 
Belgaum research centre will 
conduct studies on bauxite and 
alumina technologies and car¬ 
bon material, the Taloja centre 
will deal with the application 
and development of lubricants 
and rolling oils. 

For the rest of its research 
activities, the company conti¬ 


nues to lay emphasis on energy 
and fuel conservation schemes, 
reclamation of valuable pro¬ 
ducts from old smelter pots 
and waste materials like alu¬ 
minium dross and recovery of 
by-products such as vanadium 
and gallium from alumina 
plant liquors. Considerable 
work has already been carried 
out on new grades of alumina 
and development of rolling oils 
which has led to import subs¬ 
titution. In these efforts, the 
company continues to receive 
the active support and assis¬ 
tance of its principal sharehol¬ 
der, Alcan Aluminium Limited, 
Canada. 

Mahindra Electricals 

The directors of Mahindra 
Electricals have proposed to 
issue bonus shares in the ratio 
of one share for every three 
shares held. They have, how¬ 
ever, recommended a lower 
dividend of seven per cent for 
1976 as against 12 percent 
paid for 1975. But the direc¬ 
tors have proposed to pay the 
withheld dividend of five per 
cent in respect of 1973. 

The company has earned a 
lower gross profit of Rs 30,21 
lakhs for 1976 against Rs 35.46 
lakhs for 1975. Its gross sales 
have also declined to Rs 1.6 
crores from Rs 1.7 crores due 
to lower sales realisation, 
exports however advanced to 
Rs 45.02 lakh from Rs 33.96 
lakhs. 

The fall in the profitability 
is attributed to larger exports 
at somewhat lower prices as 
well as lower price realisation 
for sales in the home market. 
The company’s net profit 


amounts to Rs 11.81 lakhs as 
compared to Rs 13.90 lakhs in 
1975. The net profit for 1976 
has been arrived at after pro¬ 
viding Rs 2.29 lakhs for 
depreciation, Rs 10,000 for 
investment allowance reserve 
and Rs 16 lakhs for taxation. 
In 1975 a sum of Rs 2.56 lakhs 
was appropriated to deprecia¬ 
tion reserve and Rs 19.00 lakhs 
for taxation while no provision 
has been made for investment 
allowance reserve. 

The company has received a 
letter of intent for the manu¬ 
facture of 2000 km of 
XLPEPVC power cables. The 
company proposes to finance 
the project from internal sour¬ 
ces and borrowings. 

Aslan Cables 

Asian Cables Corporation 
declared a final equity dividend 
of four per cent for 1976. 
This together with the six per 
cent interim dividend, makes 
a total of 10 per cent as 
against six per cent paid for 
1975. Sales have risen from 
Rs 6.73 crores in 1975 to 
Rs 7.44 crores in 1976, but the 
gross profit has come down 
from Rs 106.11 lakhs to Rs 81 
lakhs. After providing Rs 13.78 
lakhs for depreciation and 
Rs 39.60 lakhs for taxation, 
there is a surplus of Rs 27.62 
lakhs. In 1975 a sum of 
Rs 13.80 lakhs was provided 
for depreciation and Rs 55.60 
lakhs for taxation, leaving a 
surplus of Rs 37.31 lakhs. The 
proposed dividend will absorb 
Rs 20.18 lakhs. 

The company has success¬ 
fully negotiated tei m loans for 
its cross-linked polyethylene 
project with the financial insti¬ 
tutions. The cost of the pro¬ 
ject exceeds Rs 3 crores. 
Rajasthan Containers Ltd, in 
which the company has an 
investment of Rs 25 lakhs, has 
decided not to proceed with 
the implementation of its glass 


bottle project at Jaipur. Steps 
are being taken to wind up the 
said company. 

Mahindra and 
Mahindra Ltd 

The board of directors of 
Mahindra and Mahindra Ltd 
(M&M) and International 
Tractor Company of India 
Limited (ITCI) have approved 
a scheme of amalgamation of 
ITCI with M&M. This scheme 
will be effective from a date 
not later than October 1, 1977 
or such other date as may be 
agreed upon by the directors 
of M&M and ITCI subject to 
the necessary approvals. In 
accordance with the terms of 
the proposed amalgamation, 
all properties, duties, rights, 
assets and liabilities of ITCI 
will be transferrd to M&M. 
M&M will issue ordinary 
shares of Rs 10 each credited 
as fully paid, to the holders of 
equity shares of the paid value 
of Rs 10 each of the ITCI, in 
the ratio of two ordinary 
shares of M&M for every 
three equity shares of ITCI. In 
addition, M&M will issue 
74,700 (9.3 per cent) redeem¬ 
able cumulative preference 
shares of Rs ICO each to the 
holders of preference shares of 
ITCI in the proportion of one 
(9.3 per cent) preference share 
of M&M for every preference 
share held in ITCI. The said 
74,700 redeemable cumulative 
preference shares shall confer 
the right to a fixed cumulative 
preferential dividend at the 
rate of 9.3 per cent per annum, 
subject to deduction of tax at 
source at th3 prescribed rates. 
These preference shares will be 
redeemable between April 1, 
1982 and March 31, 1985. 

With the amalgamation of 
1TCL with M&M it would be 
possible for M&M to utilise 
its surplus capacity to meet 
the increasing demand for 
tractors in the next few years 
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both in the domestic and 
foreign markets. The proposed 
merger would not only provide 
economies of size, to the extent 
possible through which the 
country could compete with 
manufacturers abroad, but also 
bring about a pooling of 
human resources for undertak¬ 
ing effective exports, research 
and development. Further, the 
technologies being similar and 
the products of both com¬ 
panies being complementary, 
following the amalgamation 
the availability of a common 
marketing and service organi¬ 
sation on all-India basis 
should strengthen them consi¬ 
derably. The proposed amal- 
gation will, be not only in the 
interest of both companies, viz. 
ITCI and M&M, their share¬ 
holders and consumers at 
large, but also in the national 
interest. 

Allwyn 

Allwyn has planned to 
manufacture watches as a part 
of its diveraification program¬ 
me. The manufacturing pro¬ 
gramme is set in three phases, 
viz. (a) manufacture of watch 
cases initially by establishing 
the manufacturing facilities; (b) 
assembly of watches at Penu- 
konda in collaboration with 
HMT; and (c) establishing 
watch manufacturing facilities 
in Allwyn in phased pro¬ 
gramme. 

Allwyn has entered into an 
agreement for manufacture of 
one million watch cases per 
annum. Out of this, HMT will 
buy five lakh pieces. The bal¬ 
ance five lakh pieces will be 
exported, earning foreign ex- 
chang through HMT Interna¬ 
tional. The project cost for one 
million watch cases per year is 
estimated to be Rs ISO lakhs. 
Out of this Rs 150 lakhs, state 
government has consented to 
invest Rs 25 lakhs by way of 
additional equity capital in 


Allwyn. Out of this an amount 
of Rs 9 lakhs has already been 
received. The balance will be 
raised from financial institu¬ 
tions and internal resources. 
The initial production is 
expected to commence by the 
end of the year. 

Some of the salient points of 
Allwyn technical collabora¬ 
tion with HMT are: (a) The 
complete technical know-how 
of manufacture will be given 
by HMT; (b) Allwyn shall 
supply the watch cases to HMT 
and it is expected that the 
target of five lakh pieces will be 
acheived in a period of two 
years; (c)The excess production 
over one million watch cases 
will be marketed by Allwyn. 

HMT had offered to the 
state government for setting 
up an assembly unit for 2.5 
lakh watches and marketing the 
watches in their own (HMT’s) 
brand name. To facilitate 
manufacture of watches, HMT 
will be supplging parts. 

Agreement with HMT 

The state government has 
allotted the project to Allwyn 
in view of expertise available. 
An agreement has already 
been signed between Allwyn 
and HMT recently. 

The salient features for as¬ 
sembly of watches are as 
follows: 

(a) All the parts required for 
assembly of the watches will 
be provided by HMT; (b) The 
watches assembled will be 
marketed by HMT under their 
brand name; (c) The agreement 
is for a period of three years to 
be renewed thereafter; (d) The 
rated production of 2.5 lakh 
pieces is scheduled to be 
reached within two years; 
(e) In due course, production 
is likely to be stepped upto 
five lakh pieces per annum. 

The project cost is estimated 
to be around Rs 30 lakhs. 


State government has agreed 
to extend financial support of 
Rs 20 lakhs by way of equity. 

In the third phase of plann¬ 
ing, Allwyn plan to produce 
watches indigenously with the 
technology and expertise deve¬ 
loped as a result of watch case 
making and watch assembly 
for HMT. The project is 
estimated to cost about Rs 9 
crores. 

Allwyn have plans for 
the establishment of watch 
parts manufacturing in their 
works and to assemble watches 
in their own brand name of 
“ALLWYN”. To facilitate 
this, Allwyn has planned to 
import watch movements from 
some of the renowned manu¬ 
facturers in Switzerland. All- 
wyns are likely to market 
their own watches by the first 
quarter of the 1978. 

The types of watches manu¬ 
factured will be (a) Hand 
wound mechanical; (b) Auto¬ 
matic day and date; and (c) 
Electronic display watches. 

In view of advancement of 
watch technology, Allwyn 
have also plans to make high 
precision quartz and alarm 
clocks and time pieces, in 
collaboration with foreign 
companies. 

Dharamsi Morarji 

The Dharamsi Morarji 
Chemical Co, has reported 
highly encouraging working 
results for 1976. Sales have 
gone up from Rs 18.34 crores 
in 1975 to a record level of 
Rs 21.81 crores in 1976, and 
the gross profit from Rs 3.60 
crores to Rs 4.46 crores. 
Equity dividend has been 
maintained at Rs8 per share 
df Rs SO each, but is payable 
on an enlarged capital result¬ 
ing from the four-for-five 
bonus issue. 

The company has received 
industrial licences for manu¬ 
facturing annually 8,000 tonnes 


of sodium aluminate, 4,500 
tonnes of hydrate of alumina, 
750 tonnes of benzene sul¬ 
phonyl chloride, 300 tonnes 
of thiophenol and 1,650 tonnes 
of alpha naphthol and/or beta 
naphthol. These projects will 
be set up at Roha in Maha¬ 
rashtra and will form part of 
the total development envi¬ 
saged there. 

News and Notes 

Shah Construction Co has or¬ 
ders worth Rs 15.85 crores on 
hand, which includes a contract 
valued at Rs 7 crores awarded 
by Iraqi Ports Administrator. 
The work has already com¬ 
menced. Builders International 
(India), a consortium compris¬ 
ing Shah Construction, Hindus¬ 
tan Construction Co, Patel 
Engineering and Uttam Singh 
Dugal and Co has been awar¬ 
ded a contract for construction 
of a wholesale market valued 
at Rs 7 crores by Doha 
Municipality, Doha (Qatar). 

Metcast India hopes to start 
trial production at its plant at 
Durgapur sometime in June 
1977, if everything goes accord¬ 
ing to schedule. The response 
to the company’s public issue 
made in December 1976 was 
not encouraging and the com¬ 
pany had to rely upon the 
underwriters for taking up the 
unsubscribed portion of the 
issue. 

Gujarat State Fertilisers Com¬ 
pany has announced that the 
entire dividend of 22 per cent 
for 1976 declared earlier will 
be tax-free in the hands of 
shareholders. The company 
has received a provisional 
certificate to that effect from 
the tax authorities. 

New Issues 

A new paper project is being 
set up near Tumsar in Bhan- 
dara district of Maharshtra 
for the manufacture of wrapp¬ 
ing, packing, white printing 
and manifold paper. The pro- 
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jcct has been undertaken by 
Ellora Paper Mills, promoted 
by Ajanta Paper and General 
Products Pvt Ltd, which has 
been in the paper industry for 
the past 14 years. 

The capacity of the plant 
will be 40 tonnes of various 
types of paper per day. The 
installed capacity will be 
6,000 tonnes of wrapping and 
packing paper, 3,600 tonnes 
of white printing paper and 
2,400 tonnes of manifold paper 
per annum. 

The main raw materials to 
be used in the plant will be 
rice and wheat straw, hessian 
and cotton rags. In addition 
to some captive pulp so manu¬ 
factured, the balance pulp re¬ 
quired will be made from waste 
paper and a small quantity of 
bamboo pulp. Plenty of rice 
straw is available in the area 
for the pulp plant. Hessian, 
jute waste and old gunny bags 
will be procured from the 
Calcutta region, while cotton 
rags and cotton waste will be 
collected from the Bombay 
region. 

The total capital outlay is 
estimated at Rs 3.65 crores, 
which will be met by share 
capital Rs 1.25 crores, term 
loans Rs 2.35 crores and 
privately placed debentures of 
Rs 5 lakhs. The company pro¬ 
poses to issue shortly 7.50 lakh 
equity shares of Rs 10 each. 

Capital and Bonus 
Issues 

Consent has been granted to 
twelve companies to raise capi¬ 
tal of nearly Rs 135,74 million 
The following are the details: 

Mahendra Oilcake Industries 
Private Ltd, has been accorded 
consent, valid for six months, 
to capitalise Rs 750,000 out of 
its general reserve and issue 
full paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of one bonus share 
for three equity shares held. 


Acme Manufacturing Com¬ 
pany Ltd, Bombay, having 
a paid up capital of 
Rs 3,340,000 has beee granted 
consent valid for a period of 
18 months, for issue of equity 
shares worth Rs 4,140,000 and 
preference shares worth 
Rs 2,760,000 to the existing 
shareholders of Khandelwal 
Udyog Ltd, in terms of and 
in accordance with the scheme 
of amalgamation approved by 
the High Court at Bombay. 

Cadbury-fry (India) Private 
Limited, having a paid up capi¬ 
tal of Rs 1,296,100 has been 
accorded consent to issue fur¬ 
ther capital of Rs 23,545,820 
in 2,354,582 equity shares of 
Rs 10 each and Rs 13,609.050 
as bonus shares to existing 
shareholders in the proportion 
of 10.5 bonus shares for reach 
fully paid equity share held by 
capitalising a like amount out 
of the general reserve and 
Rs 9,936,770 (after the com¬ 
pany has converted itself into 
a public limited one) for cash 
to the Indian nationals at a 
premium of Rs 1 per share of 
Rs 10 out of which shares 
worth Rs 1,436,770 will be 
issued to the directors, friends, 
employees and the ba'ance of 
Rs 85 lakhs to the general 
public by a prospectus. 

The Wesman Engineering Co. 
Pvt Ltd, has been accorded 
consent, valid for six months, 
to capitalise a sum of 
Rs 477,800 out of its general 
reserve and issue 4,778 fully 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of 1:2. 

Swadeshi Polytex Ltd, a pub¬ 
lic company having a paid-up 
capital of Rs 44 million has 
been accorded consent to issue 
further capital of Rs 6 million 
in equity shares of Rs 10 each 
credited as fully paid up at par 
to the financial institutions on 
conversions of a portion of 


their loans-debentures sanc¬ 
tioned to the company. 

Dura-Tax Laboratories Pvt 
Ltd, has been accorded consent 
valid for six months to capi¬ 
talise Rs 300,000 out of its 
general reserve and issue fully 
paid equity shares of Rs 3,000 
each as bonus shares in the ratio 
of three bonus shares for five 
fully paid equity shares held. 

Ferro Alloys Corporation Ltd, 
Tumsar (Maharashtra) has 
been accorded consent, valid 
for six months to capitalise 
Rs 11,969,500 out of its gene¬ 
ral reserve/preference shares 
capita] redemption reserve and 
share premium account and 
issue fully paid equity shares 
of Rs 100 each as bonus shares 
in the ratio 1:1. 

Kunal Engineering Co Ltd, 
Madras, has been accorded 
consent, valid for 18 months, 
for the issue of equity shares of 
Rs 3 million for cash at par on 
right basis in the ratio of 1:1. 

Kirioskar Electric Co Ltd, 
Bangalore, has been accorded 
consent, valid for six months, 


to capitalise Rs 11,146,420 out 
of its general reserve and issue 
fully paid equity shares of 

Rs 10 each as bonus shares in 
the ratio of 1:2. 

Essar Bulk Carriers Ltd, 
Madras has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 3.343,700 out of 
its general reserve and issue 
fully paid equity shares of 

Rs 10 each as bonus shares in 
the ratio of one for one. 

Greaves Cotton and Company 
Ltd, Bombay, has been accord¬ 
ed consent, valid for six 
months, to capitalise 
Rs 14,175,000 out of its gene¬ 
ral reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio of 
2 : 1 . 

Scindia Steam Navigation Co 
Ltd, has been accorded con¬ 
sent, valid for six months, to 
capitalise Rs 54,131,040 out of 
its general rescrvc/capital re¬ 
serve and issue fully paid 

equity shares of Rs 20 each as 
bonus shares in the ratio of 


2 : 1 . 

Dividend 

(per cent) 

Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 

Bharat Fertiliser 

Oct. 

31, 1976 

6.0 

Nil 

Curewel (India) 

Dec. 

31, 1976 

15.0* 

Nil 

Asian Cables Corporation 

Dec. 

31, 1976 

10.0 

6.0 

Asian Paints 

Dec. 

31, 1976 

25.0** 

15.0 

Ceat Tyres of India 

Dec. 

31, 1976 

18.0 

16.0 

Walchandnagar Industries 

Sept. 

30, 1976 

15.0 

12.0 

Excel Industries 

Sept. 

30, 1976 

18.0 

16.0 

Goodlas Nerolac Paints 

Dec. 

31, 1976 

25.0 

20.0 

Same Dividend 

Gujarat Machinery 
Manufacturers 

Sept. 

30, 1976 

12.0 

12.0 

Ion Exchange (India) 

Dec. 

31, 1976 

20.0 

20.0 

Reduced Dividend 

Sandvik Asia 

Dec. 

31, 1976 

20.0** 

22.0 


‘Maiden dividend **On the enlarged capital 
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Licences end Letters of fhtent 

The Following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act, 1951 during 
the month of February 1977. The list contains the names and 
addresses of the licensees, articles of manufacture, type of 
licences—New Undertakings (NU), New Articles (NA), Substan¬ 
tial Expansion (SE), Carry on Business (COB), Shifting—and 
Annual Installed Capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Madras Forgings & Allied Industries (CBE) Ltd, 
Mettupalayam Road, Karamadai-641104, Coimbatore Distt. 
Tamil Nadu (Coimbatore—Tamil Nadu)—S.G. Iron Castings— 
600 tonnes—(N. A.) 

M/s Aravali Forgings Ltd, 3, New Colony Road, Jaipur- 
302001 (Alwar-Rajasthan)—Close Die Steel Forgings—3,000 
tonnes—(NU) 

M/s Lakshmi Precision Screws Ltd, Hissar Road, Rohlak 
(Haryana) (Rohtak-Haryana)—Precision Machine Screws— 
1,000 tonnes (after expansion)—(SE0 

M/s Steel & Allied Products Ltd, 2/1, Hosain Shah Road, 
Calcutta-700023 (Calcutta-West Bengal)—Bright M.S. Wire as 
captive requirement for the manufacture of Wood Screws 
—250 tonnes—(COB) 

M/s Fit Tight Nuts and Bolts Ltd, Old Ashram, Andheri 
Kurla Road, Andheri, Bombay 400093 (Bombay-Maharashtra, 
Dharampur-Gujarat)—Gold drawing wire rods in the form of 
Coils at Bombay, Gold drawing bars in straight lengths at 
Bombay, Gold drawing wire rods/wircs at Dharampur—Total 
capacity 5000 tonnes—(COB) 

M/s R.R. Steels & Alloys Ltd, P.O. Clutterbuckganj, 
Bareilly (UP) (Barcilly-UP) —ingots of the following grades 
of Mild Steel; Electrode quality carbon steels; Forging 
quality carbon steels; Cold heading quality carbon steels; 
Hardening and Tempering quality carbon stsecls; Carbon, 
Carbon Manganese & Silico Manganese qualities of spring 
steels; Carbon Tools Steels; Case Hardening quality carbon 
steels; Free cutting quality carbon sulphur steels—Total capacity 
7,000 tonnes—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/s The Indian Smelting 8c Refining Co Ltd, L.B. Shastri 
Marg, Bhandup, Bombay-400078 (Bombay-Maharashtra)— 
Nickel Silver Strips and Coils -200 tonnes within the overall 
licensed capacity for continuous strip castings—(NA) 

Shri B.K. Burman, 6, Tiljala Road, Calcutta-700046 (Kal- 
yani-West Bengal)—Nickel Silver Strips—200 tonnes—(NU) 

Electrical Equipment 

M/s Wandleside National Conductors Ltd, Industrial 


Estate, Lai Baug, Bombay-400012 (Poona-Maharashtra)— 
Tefflon Wires—2,500 kms—(NA) 

M/s National Capacitors Ltd, “Vicoajee Villa** 3-6-12, 
Himayat Nagar, Hyderabad-500029 (Medak-Andhra Pradesh)— 
Tantalum Capacitors—2.00 million Nos—(NU) 

M/s Solid State Devices India Ltd, 8-2-629, Road No 1, 
Banjara Hills, Hyderabad-500034 (Pattancheruvu—Andhra 
Pradesh) —Semiconductor Devices—10 million Nos—(NU) 

M/s National Radio & Electronics Co Ltd, Unity House, 
8, Mama Parmanand Marg, Bombay-400004 (Maharashtra)— 
Digital Telemetering and Telecontrol Systems—40 Nos—(NA) 

M/s Brite International Cassettes (P) Etd, C/o M/s Bright 
Bros Ltd, 156, AJ. Dadajee Road, Bombay-400034 (SEEPZ, 
Bombay-Maharashtra)—Cassettes/Cassettes tapes—6 million 
Nos (NU) 

M/s Gramophone Co of India Ltd, 33, Jessore Road, Dum 
Dum, Calcutta-700028 (Calcutta-West Bengal)—Pre-recorded 
Cassettes and Cartridges—1.2 million Nos—(NA) 

M/s PVC Wires & Cables Ltd, 49/1. Gariahat Road, 
Calcutta-700019 (Calcutta-West Bengal)—AAC/ACSR Conduc¬ 
tors—75 tonnes—(COB) 

Transportation 

M/s Sundram Fasteners Ltd, 37, Mount Road, Madras- 
600006 (Chingleput-Tamil Nadu)—Automotive Gold Formed/ 
Extruded Parts—2,000 tonnes. Other Miscellaneous Cold 
Formed/Extruded Parts—400 tonnes—(NA) 

Industrial Machinery 

M/s National Machinery Manufacturers Ltd, Mafatlal 
Centre, Nariman Point, Bombay-400021 (Maharashtra)— 
Open end Spinning Machines—180 Nos—(NA) 

M/s Indequip Engineering Ltd, Reid Road, Railwaypura, 
(Ahmedabad-880002. (Ahmedabad-Gujarat)—Worsted Frames— 
120 Nos. Speed Frames—36 Nos. Combers—24 Nos. High 
Speed Draw Frames—36 Nos—(NA) 

M/s Suessen Textile Bearings Ltd, National Highway vNo 8, 
Post O.N.G.G, Baroda-390009 (Baroda-Gujarat)—Top Arms and 
Apron guiding Devices for Ring Frames—3,00,000 sets (exist¬ 
ing) —9,00,000 sets (after expansion). Top Rollers for Ring 
Frames—12,10,000 Nos (existing)—30,00,000 Nos (after expan¬ 
sion). Spindle Inserts -6,00,000 Nos (existing)—15,00,000 Nos 
(after expansion)—Jockey Pulleys—1,20,000 Nos (existing). 
3,00,000 Nos 3, (after expansion). Bottom Roller Bearings— 
1,20,000 Nos (existing)—4,80,000 Nos (after expansion)—(SE) 

' M/s New Central Jute Mills Co Ltd, 11, Clive Row, 
Calcutta-1 (24-Parganas—West Bengal)—Spinning Frames—72 
Nos (after expansion). Drawing Frame—72 Nos (after expan¬ 
sion). Warp Winding Machine—12 Nos (after expansion). 
Including spare parts and accessories for the above three items— 
(SE) 

M/s Andhra Sugars Ltd, Venkatarayapuram, Tanuku (AP) 


668 


EASTERN ECONOMIST 


AHUL 8, 1977 



(West Godavari-Andhra Pradesh)—Sugar Factory Boiling 
House Equ : pment—1,000 tonnes—(NA) 

M/s K.S.B. Pumps Ltd, Thakur Nivas, 173. J. Tata Rd, 
Bombay-400020, (Poona—Maharashtra)—Mercury Pumps. 
Horizontal Chemical Pumps of Silicon C.I. Submerged Motor 
Vertical Non-clogging Pumps. Horizontal Stuff Pumps. Stan¬ 
dardised Horizontal Chemical Pumps of Plastic Material. 
High Horse-power Submersible Pumps. Vertical Glandless 
Chemical Pumps with flanged on canned Motor—Total capa¬ 
city 3100 Nos—(SE) 

M/sKirloskar Pneumatic Co Ltd, Hadapsar Industrial 
Estate, Poona-411013 (Poona-Maharashtra)—Gas compressors 
upto 200 cmf upto 25 atmosphere pressure—20 Nos. Air 
compressors upto 1000 cfm upto 28 atmosphere pressure—20 
Nos—(NA) 

M/s Andrew Yule & Co Ltd, ‘Yule House’, 8, Clive Row, 
Calcutta-700001 (Kalyani-WB)—Cyclones. Celluars. Scrubbers. 
Bag Hilters. Electrostatic Pracipitators. Pneumatic Convey¬ 
ing Systems. Classifiers for material sorting. Paper machine 
hoods. Spray Booths. Cooling Towers. Fume Extraction. 
Ventilation system including Ma ine. Components and allied 
accessories for above.—Total capacity 100 sets—(NA) 

M/s Union Bearing Manufacturing Co, 511, Prasad Cham¬ 
bers, Fifth Floor, Tata Road No 2, Bombay-400004. (Porbander 
Gujarat)—(In Nos—After expansion) Ball Bearing—3 lakhs. 
Rollar Bearings (Needle Roller, Cylindrical Roller and Barrel 
type)—4 lakhs. Tapered Rollar Bearings—2 lakhs—(SE) 

Machine Tools 

M/s Escorts Transmissions Ltd, 18/4, Mathura Road, 
Faridabad (Haryana) (Gurgaon-Haryana)—Hydraulic distribu¬ 
tor Control Valves—15,000 Nos. Hydraulic Pumps—3,000 Nos 
Hydraulic Cylinders—3000 Nos—(NA) 

Industrial Instruments 

M/s Vanaz Engineering (Private) Ltd, 396, Veer Savarker 
Marg, Bombay-400025 (Poona-Maharashtra)—Emergency Vent 
—50,000 Nos. Pressure Vacuum Valves—50,000 Nos—(NA) 

Chemicals (Other than Fertilisers) 

M/s Amar Dye-Chem Ltd, Rang Udyan. Sitladevi Temple 
Road, Post Box No, 6471, Mahim, Bombay-16 (Maharashtra)— 
Cyanuric Chloride—250 tonnes—(NA) 

M/s Indo-Burma Petroleum Co Ltd, (Chemical Division), 
Hindustan Times House, Kasturba Gandhi Marg, New Delhi- 
110001 (Bilaspur, Hoshangabad & Jabalpur—Madhya Pradesh) 
—Industrial Explosives—4 units to be set up at different places 
each with a capacity of 5,000 tonnes—(NA) 

M/s Hingorani Air Products Private Ltd, l.K. Shah Build¬ 
ing, Jalwayx Compound, Fateh Ganj, Baroda-2 (Panchmahal- 
Gujarat)— Oxygen—1.00 mcm—-(NU) 

M/s Gujarat State Fertilizers Co Ltd, P.O. Fertilizernagar, 
Distt Baroda (Gujarat) (Baroda-Gujarat)—Argon—2.8 mcm 
Liquid Methane—5,200 tonnes—(NA) 


M/s Polychem Ltd, 7, Jamshedji Tata Road, Churchgate 
Reclamation, Bombay-20 BR (Koyali-Gujarat)—Acrylonitrile 
Butadiene Styrene (ABS) Resins—2,000 tonnes—(NA) 

Shri M.L. Bhartia, 3-A, Shakespeare Sarani, Calcutta-700016 
(Ranchi-Bihar)—Vinyl Acetate Monomer—5,000 tonnes—(NU) 

Shri M. Soundara Rajan, Polymaii Industries, H-2, Ind- 
Estate, Drode-2 (Tamil Nadu) (Dha.mapuri-Tamil Nadu)— 
LDPE and Polypropylene foam sheets/blocks—750 MT (NU) 

M/s Baroda Rayon Corporation Ltd, Hoechst House, 
193, Backbay Reclamation, Nariman Point, Bombay-400021 
(Surat-Gujarat)—Anhydrous Sodium Sulphate (by-product in 
the manufacture of rayon filament yarn)—2200 tonnes—(COB) 

M/s Asian Paints (India) Ltd, ‘Nirmal’ 5th floor, Nariman 
Point, PB No. 1946, Bombay-400001 (Maharashtra)—Vinyl 
Pyridine Latex— 300 tonnes—(NA) 

M/s K.L. Plasfabrics Ltd, 112, Chittaranjan Avenue, 
Calcutta-700007 (Kalyani-West Bengal)—Polyethylene Packing 
Cloth and Bags and Carpet Backing Cloth—90,00,000 meters 
or 60 lakh bags—(NU) 

M/s Emcete & Sons Pvt Ltd, 30, Coral Merchant Street, 
Madras-600001 (Ankleshwar-Gujarai)—Biaxially Oriented Poly¬ 
propylene Films—8000 tonnes—(NU) 

Photographic Raw Film and Paper 

M/s Bothra Electronics Private Ltd, 12-Bhagat Singh Marg, 
New Delhi-110001 (D^lhi)—Metallized Plastic Films Papers— 
15 tonnes—(NU) 

Drugs and Pharmaceuticals 

M/s German Remedies Ltd, Shiv Sagar Estate, Dr Annie 
Besant Rd, Worli, Bombay-400018 (Bombay-Maharashtra)— 
Bulk Drugs : Hydroxy Progesterone Carporate—3 kgs. Bisa- 
codylBP—126 Kgs. Hydroxy Ethyl Theophyline—3828 Kgs. 
Drug Formulations: Tablets & Dragges—1335 lakh Nos. Am¬ 
poules—53 lakh Nos. Liquids—98,000 litres. Suppositories—5 
lakh Nos. Ointment-7360 Kgs—(COB) 

M/s Glaxo Laboratories (India) Ltd, Dr Annie Besant 
Road, Worli, Bombay-400025 (Bombay-Maharashtra)— 
Meclozine Hydrochloride—400 kgs - (NA) 

M/s Indian Drugs and Pharmaceuticals Ltd, N-13, South 
Extn. I, New Delhi-110049 (Hyderabad—AP)—Ethambutol 
Formulations (from imported bulk drugs)—25 million tablets— 
(NA) 

M/s Suneeta Laboratories Ltd, 502, Arun Chambers, J. 
DadajeeRoad, Bombay-400034, (Indore—MP)--Probenacid—12 
tonnes—(NA) 

M/s Ranbaxy Laboratories Lid, Okhla, New Delhi-110020 
(Mohali-Punjab & Okhla-Delhi)—Phenobarbitone (Bulk Drug) 
and Formulations; Spasmol Tablets phenobarbitone Tablets: 
15 mg, 30 mg, 60 mg—20 tonnes—(NA) 

M/s Ranbaxy Laboratories Ltd, Okhla, New Delhi-110020 
(Mohali-Punjab & Okhla-Delhi)—Chloroquin Phosphate—*48 
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tonnes Ethoxy Methylene Malonic Ester-*-♦75 tonnes Cepha¬ 
lexin— *10 tonnes (*Formulations based on these to the extent 
of 70 per cent of the production) Formulations: Chromolyn 
Sodium Capsules: Plain—135 lakhs, Compound-70 lakhs, Ibu- 
profen Tablets—110 lakhs Digestive Enzyme Tablets—132 
lakhs, Amoebidy: Tablets—each contains: Broxyquinoline - 200 
mg, firobenzoxaladine—40 mg—66 lakhs Forte Cupsules—each 
contains: Broxyquinoline—500 mg, Brobenzoxaladine—100 mg, 
—230 lakhs Suspension—each 5 ml contains: Broxyquinoline— 
200 mg, Brobenzoxaladine—40 mg—1 lakh bottles of 85 ml 
Amoebidys Q Capsules—each contains: Broxyquinoline—500 
mg, Brobenzoxaladine—100 mg and Chloroquin Phosphate—150 
mg—30 lakhs-(NA) 

M/s Smith, Stanistreet Sc Co Ltd, Authorised Controller, M/s 
Indian Drugs Sc Pharmaceuticals Ltd, N-12, NDSEI New 
Delhi-110049 (Calcutta-WB)—A. Capsules: Oxytetracycline 
IP 250 mg-10.00 million nos, Tetracycline IP 250 mg-3.00 
million nos, Chloramphenicol IP 250 mg—4.00 million nos. Chlo¬ 
ramphenicol IP 125 mg—4.00 million nos Ampicillin NF1-II 
250 mg—4.00 million nos, Doxycline BP 100 mg—4.00 million 
nos, Cloxacillin BP 250 mg—5.00 million nos, Streptomycine 
with Chloramphenicol 125 mg each—6.00 million nos, B. Tablets: 
Tetracycline 500 mg—1.00 million nos, Lactoflora (Lactobacil¬ 
lus-100 mill spores) -50.00 million nos. Polyvitamin, therapeutic 
NF I-II—30.00 million nos, Vitamin B Complex with Vitamin 
C and Folic Acid Therapeutic NF I-II—30.00 million nos. Anal¬ 
gin USSR—50.00 million nos, Erythromycin Steara f e USP 250 
mg—5.00 million nos, Tobutamide Tablets IP 500 mg—7.00 mil¬ 
lion nos, Griseofulvin—USP 125 mg—7.00 million nos, C. Oral 
Suspensions: Tetracycline Suspension 125 mg per 5 ml 

litres—10,000 litres, Tetracycline Drops 100 mg per ml 
—5 ml Litres—1,000 litres. Chloramphenicol Ester Syrup 10 mg 
per 5 ml litres—5,000 litres, D. Injectables: Erythrolate 
IM 50 mg per ml (Erythromycin) Propionate Intra-muscular 
2 ml Ampoules—1.20 million nos, Analgin Intramuscular 2 ml 
ampoules—3.00 million nos, Analgin Intramuscular 30 ml Vials 
—1.00 million nos, Oxytetracycline Intramuscular 50 mg per ml 
—2 ml ampoules—2.00 million nos, Oxytetracycline Intramus¬ 
cular 50 mg per ml — 10ml Vial—1.00 million nos, E. Ointments 
Sc Creams: Oxytetracycline Ophthalmic Ointment 10 mgs 
per gm 3.5 gm Tube—10,000 kgs, Nitrofurazone Ointment 
0.2 %—40,000 kgs- (NA) 

Textiles 

M/s Bharat Carpets Ltd, 28-B, Connaught Place, New 
Delhi-110001 (Gurgaon-Haryana)—Cotton Tufted Goods— 
2,40,000 sq metres (existing)—3,60,000 sq metres (after 
expansion). 

Paper, Pulp and Paper Products 

M/s Shree Vindhya Paper Mills Ltd, Empire House, 3rd 
Floor, DrD.N. Road, Fort, Bombay-400001(Aurangabad-Maha- 
rashtra)—Glassine, Greaseproof paper, Condenser Tissue Ciga¬ 
rette Tissue—5,000 tonnes, Base Paper such as Maplitho, Bond, 
Writing and Printing Paper—5,000 tonnes—(NU) 

Shri Inder Singh Gill and his Nominees, United Pulp Sc 


Paper Mills, 15/23, West Patel Nagar, New Delhi-110008 
(Hoshiarpur-Punjab)—Pulp—15,000 tonnes, Cultural Paper— 
7,500 tonnes, Kraft Paper—7,500 tonnes—(NU) 

Sugar 

M/s Batala Co-operative Sugar Mills Ltd, Batala, Distt Gur- 
daspur (Punjab) (Gurdaspur-Punjab)—Sugar—1,000 tonnes 
(additional)—2,000 tonnes (after expension) In terms of daily 
cane crushing capacity—(SE) 

M/s Doaba Cooperative Sugar Mills Ltd, Nawanshahr 
Doaba, Distt Jullundur (Pb) (Jullundur-Punjab)—Sugar—1,000 
tonnes (additional)—2,000 tonnes, (after expansion). In terms of 
daily cane crushing capacity—(SE) 

M/s Morinda Cooperative Sugar Mills Ltd, Morinda, Distt 
Ropar (Punjab) (Ropar-Punjab)—Sugar—1,000 tonnes, (additio¬ 
nal)—2,000 tonnes (after expansion), In terms of daily cane 
crushing capacity—(SE) 

Fermentation Industries 

M/s Central Distillery Chemical Works Ltd, 20, Netaji 
Subhash Marg, Delhi-6 (Meerut-UP) - Indian Made Foreign 
Liquors and Country Liquor—2762 bulk kilolitres—(COB) 

M/s The Simbhaoli Industries Pvt Ltd, PO Simbhaoli, Distt 
Meerut (UP) (Meerut-UP)—Indian Made Foreign Liquor and 
Country Liquor—1178 bulk kilolitres—(COB) 

M/s Rampur Distillery Sc Chemical Co Ltd, Rampur (UP) 
(Rampur-UP)—Indian Made Foreign Liquors and Country 
Liquor—766 bulk kilolitres—(COB) 

M/s Shree Satpuda Tepi Parisar Sahakari Sakhar Karkhana 
Ltd, Loakheda-Dongargaon, Tal Shahada Distt Dhulia (Maha¬ 
rashtra) (Dhulia-Maharashtra)—Country Liquor—1100 bulk 
kilolitres (on provisional basis)—(COB) 

M/s Himachal Pradesh Mineral Sc Industrial Development 
Corporation Ltd, Himrus, Near Himland, Circular Road, 
Simla-171001 (Una-Himachal Pradesh)—Country Liquor—1100 
bulk kilolitres (on provisional basis)—(COB) 

M/s Government Distillery, Chitali, Tal Shrirampur, Distt 
Ahmednagar (Ahmednagar-Maharashtra)—Country Liquor- 
1725 bulk kilolitres—(COB) 

M/s Tilaknagar Distilleries Sc Industries Ltd, Industrial 
Assurance Building, Churchgate, Bombay-400020 (Ahmednagar- 
Maharashtra)—India Made Foreign Liquors and Country 
Liquor—3907 bulk kilolitres—(COB) 

M/s Nirayu Pvt Ltd, Main Road, Near Rly Station, PO 
r Whitefield, Dist Bangalore (Bangalore-Kamataka)—Indian 
Made Foreign Liquor—225 bulk kilolitres—(COB) 

Food Processing Industries 

M/s Sarabhai M. Chemicals, (Division of S.M. Chemicals & 
Electronic Ltd), Gorwa Road, (Baroda-Gujarat)—Sorbitol (76%) 
—2,500 tonnes—(NA) 
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Rubber Goods 

M/s Tega India Ltd, P/46A, Radhabazar Lane, 
Calcutta-700001 (Kalyani Nadia-West Bengal)—Specialised 
Wear Resistant Rubber Components and Specialised Moulded 
Wear Resistant Products—1500 tonnes—(NU) 

Leather, Leather Goods and Pickers 

M/s Hyderabad Tanneries, 3-6-150, Himayatnagar, Hydera¬ 
bad (Hyderabad-AP)—Finished Leather (from goat and sheep 
skins only)—3,00,000 nos, Finished Leather (from raw hides)— 
1,80,000 nos—(SE) 

M/s Bihar State Leather Industries Development Corpn Ltd, 
Abhojik Bhawan, Opp A.N. College, Boring Road, Patna-800013 
(Battiah, West Champaran-Bihar)—Finished Chrome Upper 
Leather—36 lakh sq ft—(NU) 

Bihar State Leather Industries Development Corporation 
Ltd, Abhojik Bhawan, Opp A.N. College, Boring Road, 
Patna-800012 (Muzaffarpur-Bihar)— Finished Leather—6 lakh 
nos—(NU) 

Glass 

M/s Haryana Sheet Glass Ltd, 69, Deshbandhu Gupta Rd, 
New Delhi-110055 (Sonepat-Haryana) -Sheet Glass—2.25 mil¬ 
lion sq metres (on 2 mm basis)—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Bridge & Roof Co (India) Ltd, 427/1, Grand Trunk 
Rd, Howrah-1 (Howrah-West Bengal)—Special Pipe Fittings— 
1,500 tonnes—(NA) 

M/s Allied Steels Ltd, 1-A, Alipur Avenue, Calcutta-700027 
(Raipur-Madhya Pradesh)—Steel Castings—4,000 tonnes (within 
the licensed capacity of 50,000 tonnes of Steel Ingots allowed 
under License No CLL:37/73 dated 20.12.73)—(NA) 

Electrical Equipment 

M/s Simco Meters Ltd, PB No 46, Meter Factory Road, 
Tiruchirapalli-620020 (Tiruchirapalli-Tamil Nadu}—High Energy 
Batteries (Silver Oxide Zinc)—800 nos—(NA) 

Shri NK Jhunjhunwala, Vijay Mahal, 12, Walkeshwar Road, 
Bombay-400006 (Delhi)—Electronic Digital Watches—1,50,000 
nos—(NU) 

Miscellaneous Industries 

Shri Surendra Singh, 57, Golf Link, New Delhi (Thana- 
Maharashtra)—Heat Shrinkable Low Density Polythene Film/ 
Bags etc—1,000 tonnes—(NU) 

M/s EID Parry Ltd, Dare House, PB No 12, Madras-600001 
(Bangalore-Karnataka)—Special types of sophisticated tools for 
plastic, rubber, electronic and allied industries—50 tonnes 
— (NA) 

M/s Godrej & Boyce Mfg Co Pvt Ltd, Godrej Bhavan, Home 
Street, Bombay-400001 (Maharashtra)—Forged Hand Tools— 
6,000 tonnes—(NA) 

Shri O.P. Mundhra, 18-B, Brabourne Road, Calcutta-700001 
(Bulandshahr-UP)—Wide Width LDPE Films (width of 3 
metres & above)—3,000 tonnes—(NU) 


Shri Anil Ved, C/o M/s Kaj Industries, Road No 4, Udhna 
Udyognagar, Udhna RS (WR) Dist Surat (Gujarat) (Bharunch- 
Gujarat)—Wide Width LDPE (Low Density Polyethylene 
films) Width of 3 metres and above)—2,100 tonnes—(NU) 

M/s Karnataka State Industrial Investment & Development 
Corpn Ltd, Harinivas, 36, Cunningham Road, Bangalore-52 
(Backward area-Kamataka)—Wide Width LDPE Films (of 
width 3 metres & above)—3,000 tonnes—(NU) 

Industrial Instruments 

M/s Universal Electrics Limited, 9/1, R.N. Mukherji Road, 
Calcutta-700001 (24-Parganas-West Bengal)—Measured Conver¬ 
tors (for converting various parametres like current, voltage, 
VAR phasetangle watt, frequency to DS Voltage)—3,000 nos 
Maximum demand indicator—2,000 nos Trivector meter—750 
nos, Recording meter—1,500 nos, Summation meter—500 nos, 
Fault locators—1,000 nos—(NA) 

Chemicals (Other than Fertilisers) 

Shri Balraj Gill & Shekhar Mehra, R-526, New Rajinder 
Ngr, New Delhi-110005 (Bhopal-Madhya Pradesh) - Sulphuric 
Acid—16,500 tonnes. Chlorosulphonic Acid—6,600 tonnes. 
Sodium Sulphate—2,800 tonnes. Aluminium Sulphate—6,600 
tonnes—(NU) 

M/s Rapicut Tools Private Ltd, T-144, MIDC Estate, Bhosari, 
Pune-411026 (Panchmahal-Gujarat)—Tungsten and Tungsten 
Carbide Products-15 tonnes. Hydrogen Gas—60,000 cubic 
meters (for captive use)—(NU) 

M/s Gujarat Aromatics Ltd, 4th Floor, Nataraj Chambers, 
Ashram Road, Ahmedabad-380009 (Bharuch Gujarat)—Synthe¬ 
tic Cresols—5,000 tonnes—(annual capacity after expansion, 
additional capacity being 2000 tonnes). By-products : Sodium 
Sulphate—7,350 tonnes—(annual capacity after expansion, 
additional capacity being 1550 tonnes)—Gypsum (dry basis) 
—5,900 tonnes—(annual capacity after expansion, additional 
capacity being 5900 tonnes)—Soda Ash—1,310 tonnes— 
(annual capacity after expansion, additional capacity being 
1310 tonnes). Sodium Sulphate—1,160 tonnes—(annual capa¬ 
city after expansion, additional capacity being 1160 tonnes)— 
(SE/NA) 

M/s Colour-Chem Ltd, Ravindra Annexe, Dinshaw Vachha 
Road, 194, Churchgate Reclamation, Bombay-400020 (Thana- 
Maharashtra)—Aluminium Chloride Anhydrous—1,000 tonnes 
—(NA). 

M/s Gwalior Air Products Ltd, 105, Tansen Nagar, 
Gwalior-474003 (Morena-Madhya Pradesh)-Dissolved Acety¬ 
lene Gas—0.10 million cubic metres (Addl)—0.20 million cubic 
metres (after expansion)—(SE) 

M/s Atul Drug House Ltd, Baldota Bhavan, 117, Maharshi 
Karve Marg, Bombay-400020 (Bulsar-Gujarat) —Polyacetal 
Resins—2,000 tonnes—(NA) 

M/s Tamil Nadu Industrial Development Corpn Ltd, 150-A, 
Anna Salai, Madras-600002 (Pudukkottai Tamil Nadu)— 
Acetic Anhydride -1,000 tonnes— Acetic Acide—1,000 tonnes— 
2-Ethyl Hexanol—1,500 tonnes—Acetone—900 tonnes—Mono- 
chloro acetic Acid—900 tonnes—Carboxy Methyl Cellulose, 
Carboxy Methyl Starch—3,000 tonnes—(NU) 
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M/s Indian Petrochemicals Corporation Ltd, P.O. Jawahar- 
nagar, Dist Baroda (Baroda-Gujarat)—DMT—6,000 tonnes 
(Addl)—30 f 000 tonnes (after expn). By-products : Methyl 
Benzoate—60 tonnes (Additional)—300 tonnes (after expn)— 
Dimethyl lsophthalate—40 tonnes' (Additional)—200 tonnes 
(after expansion)—(SE) 

M/s Hindustan Organic Chemicals Ltd, (A Govt of India 
Enterprise), P.O. Rasayani, Dist Kolaba (Maharashtra) (Kolaba- 
Maharashtra)—Butene-diol—1,500 tonnes—(NA). 

M/s Bihar Gases (Private) Ltd, Jamal Road, Sarmera Kothi, 
Patna-1 (Bihar) (Santhal Parganas-Bihar)—Oxygen Gas—1.00 
million cubic meters—Dissolved Acetylene Gas - 0.20 million 
cubic meters—(NU) 

M/s U.P. State Industrial Development Corporation Ltd, 
117/130, Sarvodaya Ngr, Post Box No 413, Kanpur-208005 
(Backward Area-UP)—Sodium Chlorate—5,000 tonnes-(NU) 

M/s Rajasthan State Industrial and Mineral Development 
Corpn Ltd, 100, Jawaharlal Nehru Marg, Jaipur (Rajasthan) — 
Low Density Polyethylene Wide Width Films (of width 
3 metres and above)—3,000 tonnes—(NU) 

Shri Sanjoy Sen, 24/1, Ballygunge Circular Road, 
Calcutta-700019 (Tamil Nadu)—Lacquer Emulsions -350 tonnes 
—Butyrate Solvent Diilutable Lacquer Emulsions—100 tonnes 
—Penetrator—70 tonnes -Fillers —100 tonnes—Binders - 120 
tonnes—Compact Finish—350 tonnes—Leveller-10 tonnes— 
Camotex Transparent Pigment—100 tonnes—Acrylic Emul¬ 
sions—170 tonnes—Polyurethane Lacquers, Emulsions— 
75 tonnes. Two-component systems for uniform top coating of 
high trial, high quality leather—(NU) 

Dyestuffs 

M/s Chemiequip Pvt Ltd, 386, Green House, Green Street, 
Bombay-400023 (Thana-Maharashtra)— Acrylic Dyes—75 tonnes 
—(NA) 

Drugs and Pharmaceuticals 

M/s Suneeta Laboratories Private Ltd, 502, Arun Chambers, 
J. Dadajee Road, Bombay-400034 (Indore-Madhya Pradesh)— 
Probenacid — 12 tonnes—(NA) 

M/s Indian Drugs & Pharmaceuticals Ltd, N-12, South Extn, 
Part I, Ring Road, New Delhi-110049 (Hyderabad-AP)— 
Procaine Hydrochloride—30 tonnes—(NA) 

M/s Chemical, Industrial and Pharmaceutical Laboratories 
Ltd, 289, Bellasis Rd, Bombay Central, Bombay-400006 
(Bombay-Maharashtra)—Mesterolone Tablets. Each tablet 
contains Mesterolone-25 mg—1 million tablets—Mebendazole 
Tablets. Each tablet contains Mebendazole—100 mg—8 million 
tablets—Pentazocine tablets. Each tablet contains Pentazocine 
Hcl—25 mg—4 million tablets—Pentazocine Injections (l ml) 
Each 1 ml contains Pentazocine as lactate—30 mg—2 million 
ampoules—Miconidazole Cream (30g tube). Each 100 g con¬ 
tains Miconidazole Nitrate 2 g—2.5 lakh tubes (7.5 tonnes 
cream)—(NA) 

M/s Indian Drugs Sc Pharmaceuticals Ltd, N-12, SEPtI, 
New Delhi-110049 (Dehra Dun-UP)—Potassium Penicillin 
—90 MMU (Additional)—230 MMU (after expansion)— 
Ampicillin Trihydrate—25 tonnes (Additional)—35 tonnes 


(After expansion)—Tetracycline—175 tonnes (Additional)— 
200 tonnes (After expansion)—Oxy-tetraeycline—49.5 tonnes 
(Additional)—74.5 tonnes (After expansion)—Streptomycin 
—45 tonnes (Additional)—136 tonnes (After expansion)— 
Erythromycin—26 tonnes (Additional—36 tonnes (After 
expansion)—Griseofulvin—4 tonnes (Additional)—10 tonnes 
(After expansion)—Cephaloridine—2 tonnes (Additional)— 
2 tonnes (After expansion)—Empty Hard Gelatine Capsules 
—400 million Nos (Additional)—400 million Nos (After expan¬ 
sion)-(SE/NA) 

Paper, Pulp and Paper Products 

M/s The State Industrial Sc Investment Corporation of 
Maharashtra Ltd, ‘NirmaP 1st Floor, Nariman Point, Bom¬ 
bay-400021 (Nanded-Maharashtra) — Cellulose Pulp—6,000 
tonnes. (2,100 tonnes for captive use)—Cellulose Acetate/ 
Butyrate, Cellulose Acetate, Ethyl Cellulose, Methyl Cellulose 
—1,500 tonnes—Cellulose Nitrate (All grades)— 1,500 tonnes— 
-(NU) 

Ceramics 

M/s Kerala State Industrial Enterprises Ltd, Post Box No 806, 
Basant Kawdiar, Trivandrum-695003 (Cannanore-Kerala)—Wall 
Tiles—2,000 tonnes—Floor Tiles—2,000 tonnes—(NU) 

Shri S.N. Jagirdar, Kanpith, Surat (Broach-Gujarat)—Man¬ 
made Industrial diamonds—1.00 million carats—(NU). 

Changes in Names (Owners or Undertakings) 

(Information pertains to particular licences only) 

From M/s K.G. Khosla Compressors Private Ltd to M/s 
K.G. Khosla Compressors Ltd. 

From M/s Steel Containers Ltd to M/s Industrial Containers 
Ltd. 

From M/s Aminchand Payare Lai, Juilunder City to M/s 
Apeejay Steels Pvt Ltd. 

From M/s Everlite Pvt Ltd to M/s Universal Electrics Ltd. 

From M/s Sanghi Motors (Bombay) Pvt Ltd to M/s Sanghi 
Motors (Bombay) Ltd. 

Licences Revoked. Surrendered or Cancelled 

(Information pertains to particular licences only) 

Shri Vinay Rai, 12, Aurengzeb Lane, New Delhi-110011— 
Electronic Desk Calculators—(Revoked) 

M/s Eskay Industries, Bombay—Auto Head Light Lamps— 
(Revoked) 

M/s B. Chowdhry & Co, Bombay — HPMV Lamps— 
(Revoked) 

M/s Shri Ambica Mills Ltd, Kankaria, Ahmedabad-380008 
—Textile Machinery—(Cancelled) 

M/s Venus Electrical Industries (Private) Ltd, Calcutta— 
Train Lighting, Pigmy, Night Colour Decoration and Candle 
Lamps—(Revoked) 

M/s Shail Spanners (India) and Tools Ltd, 87, Nagdevi 
Cross Lane, Bombay-400003—Bright Bars and Shaftings— 
(Cancelled) 

M/s Panyam Cements & Mineral Industries Ltd, Cement 
Nagar, Kurnool District (AP)—Portland Cement—(Revoked) 
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M/s Purna Investment Ltd, 46-C, Chowringhee Road, 7th 
Floor, Calcutta-700016—MC Ingots—(Revoked) 

M/s Sai Riff Clutches Pvt Ltd, 11-B, Benham Hall Lane, 
Bombay-400004—Clutch PI a tes—(Revoked) 

M/s D.G. Steels and Alloys, 5-3-667, Topkhana, Near 
Usmanganj, Hyderabad—MS Ingots of various quality— 
(Revoked) 

M/s Alpha Steel Ltd, C/o M/s Anim Chand Bholanath, 
Tanda Road, Jullundur City—MS Ingots—(Revoked) 

M/s Suneeta Laboratories Ltd, 502, Arun Chambers, 
J. Dadajee Road, Bombay-400034—Drugs and Pharmaceutical 
—(Cancelled) 

Shri Anant D. Khetani, ‘Keshav Kunj* Oghadchai Lane, 
Ghatkopar, Bombay-77 — Chlorine Tonne Container — 
(Cancelled) 

M/s Inchek Tyres Ltd, Calcutta—Automobile tyres and 
tubes—(Revoked) 

M/s J.G. Vacuum Flasks Ltd, Chinchwad, Poona-411019- 
Vacuum Flasks and Refills—(Revoked) 

M/s Bharat Foster Finch Co Pvt Ltd, 465/2, Kashimira 
Bhayander Road, Dist Thana (Maharashtra)—Rotary Plastic 
& Rubber Injection Moulding Machines and Moulds— 
(Cancelled) 

M/s Stare Textile Engineering Works Ltd, Dhanraj Mahal 
Chhatrapati Shivaji Maharaj Marg, Bombay-400039—Multi - 
Spindle Drilling Attachments suitable for drilling machines— 
(Cancelled) 

Letters of Intent Lapsed, Revoked or Cancelled 

(Information pertains to particular letters of intent only) 

M/s Bush India Ltd, PO Box 4127, Sukh Sagar, N.S. 
Patkar Marg, Bombay-400 007 (Maharashtra) —Signal Genera¬ 
tors—(Lapsed) 

M/s Gammon India Ltd, Civil Engineers & Contractors, 
Gammon House, Veer Savarkar Marg, Post Box 9129, 
Prabhadevi, Bombay-400025 (Karnataka)—Methanol, Nitric 
Acid etc—(Surrendered) 

Shri Ramesh R. Gupta, 32, Sahkar Bldg, B-Road, Church- 
gate, Bombay-400020 (Maharashtra)—Gaskets—(Lapsed) 

M/s Cynamid India Ltd, Nyloc House, 254-D2, Dr Annie 
Besant Road, PO Box No 9109, Bombay-400025 (Gujarat)— 
Formulations Based on Cycocel Technical—(Lapsed) 

M/s Haryana State Industrial Development Corporation 
Ltd, SC04-5, Sector 17-A, Post Box No 27, Chandigarh-17 
(Haryana)—Fuel Injection Equipment—(Lapsed) 

M/s Laxmichand Bhagaji Ltd, Ramon House, 169, Backbay 
Reclamation, Bombay-400020 (Gujarat)—Steering Gears— 
(Cancelled) 

M/s Mahindra & Mahindra Ltd, Gateway Building, Apollo 
Bunder, Bombay-BB (Maharashtra)—Vigilance Control Devices 
—(Lapsed) 

Shri Ramesh B. Garware, Breach Ganday Apartments, 
Bhulabhai Desai Road, Bombay-400026 (Maharashtra)—Rayon 
Grade Pulp, Special Grade Pulp and Speciality Paper -(Lapsed) 
M/s Meenaxi Wire Industries (Assam) Ltd, 14/13, Ezra 


Street, Calcutta-700001 (Lapsed)—Enamelled Copper & Paper 
Covered Winding Wires—(Lapsed) 

M/s Dicy Melamine and Resins (India) Ltd, 3, Krishna 
Mahal, 63, Marine Drive, ‘D’ Road, Bombay-400 020 
(Maharashtra)—Calcium Carbide -(Lapsed) 

M/s Punjab State Indl Dev Corpn Ltd, SCO 54-56, Sector 
17-A, PB No 81, Chandigarh-160017 (Punjab)—Electrolytic 
Capacitors & Plastic Film Polyester and Styroflex Capacitors— 
(Lapsed) 

M/s Laxmi Industries, Props: Shri Laxmi Cotton Traders 
Pvt Ltd, 10, Homi Mody Street, 2nd Floor, Fort, Bombay 
(Madhya Pradesh)—Potentiometers—(Lapsed) 

M/s Tube Light Starter Mfg Co, 25 Ras Behari Bose Road, 
Ramakrishnapur, Howrah, West Bengal (West Bengal)—Inside 
Silver Coated Lamps—(Lapsed) 

M/s Kerala Fisheries Corpn Ltd, XVI/848-B, Dharmodayam 
Bldgs, Shanmugham Road, Ernakulam (Kerala)—Steel Hulled 
Deep Sea Fishing Trawlers -(Cancelled) 

Shri Harshad N. Kapadia, Ocean View Annexe, Bhulabhai 
Desai Road, Bombay-400026 (Maharashtra)—Can-and lining 
compound etc—(Lapsed) 

M/s Dunlop India Ltd, Bank of Baroda Bldg, (7th Floor), 
16, Parliament Street, New Delhi-110001 (West Bengal)— 
Rubber Ply Transmission Belting—(Lapsed) 

M/s Modern Metal Moulders (Assam) Ltd, Industrial Eatate, 
Gauhati-781021 (Assam)—Industrial Cases—(Cancelled) 

Shri R.G. Poddar, 148, Hazaribagh Road, Ranchi-834001 
(Bihar)—Magnetic Tapes—(Lapsed) 

Shri Anil Kumar Kapoor, D-l/26, Model Town, Delhi 
(Hary a na)—Sodi u m Chi orate—(Lapsed) 

Shri Ramesh Kumar Biharilal Maheswari, Plot No 394, 
GIDC Indl Township, Shilvassa Road, Distt Bulsar, Vapi, 
(South Gujarat) (Madhya Pradesh)—Printing and Writing Paper, 
Kraft Paper and Boards (Lapsed) 

Shri M. Satyanarayana, 599, Durgigudi, Shimoga-577201, 
Karnataka State (Karnataka) -HT/LT Power Capacitors and 
Medium Frequency Power Capacitors—(Cancelled) 

Shri Shyam Sundar Kanoria, 16-A, Brabourne Road, 
Calcutta-700001 (UP)--Citric Acid from Cane Molasses— 
(Cancelled) 

Shri M.C. Shah, 86-A, Marine Drive, Sriniketan, 1st Floor, 
Bombay-2 (Gujarat) — Formaldehyde, Penlerythritol, Formic 
Acid and Hexamethylene Tetramine—(Lapsed) 

M/s Om Prakash Rajgarhia, 5, Hunderford Street, 
Calcutta-700017 (Rajasthan) Mica paper and mica based insulat¬ 
ing material—(Lapsed) 

Shri N.K. Mukherjee, 7, Wellesley Place Calcutta-1 (West 
Bengal)—HT Fasteners—(Lapsed) 

M/s Dicy Melamine & Resins (India) Ltd, 3, Krishna 
Mahal, 63, Marine Drive, ‘D’ Road, Bombay-400020 
(Maharashtra)—Dicyandiamide—(Lapsed) 

M/s Kashmir Electronics (P) Ltd, C/o M/s Kashmir Metal 
Mart, Hari Singh High Street, Srinagar (J&K State) (Jammu & 
Kashmir)—Connectors—(Revoked) 
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State Bank Chairman's speech 

New Peaks Climbed; 

still bolder goals ahead « T ,. v.^ 


Shri T.R. Varadachary, Chairman, State Bank of India, stated in Madras on 
Thursday the 31st March, 1977 that in 1976 the Bank had climbed new peaks 
and set itself bolder and more challenging goals and policies to be followed all 
along the line. He was addressing the shareholders at the Bank's twenty-second 
annual general meeting. 

Shri Varadachary said the Central Board had decided in favour of a positive and 
sympathetic approach towards sick industrial units, promotion of research and 
development in areas relevant to banking, and a vigorous expansion programme 
in foreign countries. A Rs. 5-crore research and development fund had been 
created to refine tools and techniques so as to raise the productivity of the 
occupations of the rural people, at the same time improving the amenities of 
their living conditions. 

The State Bank Chairman said it would not be inappropriate to expect the 
Government—a major beneficiary from various taxes from industrial establish¬ 
ments—to set up a national rehabilitation fund for the revival of sick units. 

Shri Varadachary said: 


It gives me great pleasure to welcome you to 
the Twenty-second Annual General Meeting of 
the State Bank of India. This is the first oppor¬ 
tunity I am having of addressing the shareholders 
as Chairman. The Annual General Meeting is 
being held in Madras for the second time, the 
first being in 1974. Since 1970 we have been 
holding these meetings elsewhere than in Bombay 
and we have done so in Ahmedabad, Calcutta 
and New Delhi. The Annual Report, including 
the Balance Sheet as at the 31st December 1976 
and the Profit and Loss Account for 1976, is 
already in your hands. You will find that in 1976 
we climbed new peaks and made higher profits, 
attributable in the main to increased volume of 
business—both deposits and advances—with a 
reduction in staff costs despite a small increase 
In the staff strength. 

Dividends 

You are aWare that the total dividends declared 
for 1974 and 1976 were Rs. 12 and Rs. 27 per 
share respectively as against Rs. 23 declared up 
to 1973. With the step-up in the total dividend 
for 1976 to Rs. 30 per share, the short-fall of 
the two previous years has been made good and 
the average dividend for 1974, 1975 and 1976 
gets restored to Rs. 23 per share. 

Capital Funds 

You will recall that since 1974 we have been 
bringing into published reserves substantial sums 
from the past accumulations of inner reserves. 
The objective is to improve the ratio of the 
Bank's published capital funds to deposit lia¬ 
bilities. A sum of Rs. 20 crores each was so 
transferred in 1974 and 1975.1 am happy that it 
has been possible to transfer a further sum of 
Rs. 25 crores from the inner reserves to published 
reserves in 1976, in addition to Rs. 6 crores from 
the year's profits. Taking a cumulative view, our 
capital and reserves have improved from Rs. 27.5 
crores as at the end of 1973 to Rs. 107.5 crores. 
This works out to 2.3 per cent of our deposits 
and other liabilities and compares well with the 
ratios maintained by important international 
banks. 

Overall Performance 

The Bank's overall performance in 1976 kept 
pace with the budgeted levels in all fields of 
activity and was much better than in 1975. To 


compare the performance of the two years, the 
number of offices opened was 443 as against 
419; the aggregate deposits increased by over 
30% as against over 15%; advances to agri¬ 
culture increased by Rs. 89 crores as against 
Rs. 64 crores; advances to small scale industries 
and small business units increased by Rs. 88 
crores as against Rs. 46 crores; and lendings 
under the DIR Scheme increased by Rs. 11 crores 
as against Rs. 4 crores. 

Review of Policies 

In a review of the Bank's policies and goals early 
in August 1976, the Central Board set bolder 
and more challenging goals and policies to be 
followed all along the line. More important, the 
Board decided in favour of a positive and sym¬ 
pathetic approach towards sick units, promotion 
of research and development in areas relevant 
to banking, and a vigorous expansion programme 
in foreign countries. 


National fund 
suggested to revive 
sick industrial units 


Assisting Sick Units 

All industrial units pass through phases of pros¬ 
perity and adversity. We as bankers have to bear 
with their fluctuating fortunes. When an indust¬ 
rial unit is closed down for any reason, national 
interest demands its speejy reopening by pooling 
the managerial and financial resources of the 
various institutions/agencies including the 
Central Government, the Slate Government, the 
financial institutions, the bankers and the pro¬ 
moters. The country cannot afford the luxury of 
allowing industrial capacity to remain idle, with 
resultant loss of production and employment 
opportunities. Furthermore, the longer the period 
of closure, the more difficult it becomes.to revive 
the unit. In veiw of the overriding national in¬ 
terest, however, the closed units haves to be 
revived, if necessary, by changing or strengthen¬ 
ing the old management wherever the closure la 



due to bad management. The financing banks, 
as substantial partners, cannot remain content 
as mere 'financiers’. The banks have to take 
active and leading role in reviving and nursing 
the sick units. Our Bank's Central Board reviewed 
the Bank's policy in this regard in the light of 
the thinking at the national level and decided to 
adopt a more positive, sympathetic and bold 
approach towards, the sick units. 

The Bank has created a special Industrial Reha¬ 
bilitation Department at Central Office and 
similar cells at the Local Head Offices with a 
view to giving practical shape to the new policy 
directions given by the Central Board. I am happy 
to say that a number of closed units have been 
re-opened and this has contributed to Increased 
production and employment in the country. 

We are evolving a system for monitoring the 
financial and managerial position of industrial 
units so that early warning signals can be 
detected and the impending closures can be 
avoided by timely action. It is hoped that with 
the installation of the early warning system, the 
occurrence of serious sickness in the assisted 
industrial units will become less frequent. 

While on this subject. I cannot help raising a few 
issues of relevance to the financing banks. First 
comes financing of cash losses and it* adverse 
impact on banks in the event of take-over of the 
unit under the Industrial (Development and 
Regulation) Act. When a unit makes losses for 
reasons beyond its control, the banks cannot 
stop financing and walk out. In the larger 
interests they have to participate In the holding 
operation which in several cases may last for 
years. In such casos the banks in effect keep on 
financing cash losses. In the process, their 
security gets eroded and a substantial part of 
the advance, which was once 'secured', turns 
'clean’. In the event of the take-over of the unit 
the banks' dues relating to the pre-take-ove?' 
period are not fully taken over by the Govern¬ 
ment on the ground that the dues were net 
adequately supported by the assets taken over. 
This situation is certainly prejudicial to the 
interests of the financing banks; nor is ft in tune 
with the concept of nursing sick units. For the 
sake of continued good health of the banking 
industry.it is necessary that the whole dispensa¬ 
tion is given a fresh look and the banks* interests 
are protected. 
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The second issue pertains ro apportionment of 
the shares of past accumulated deficit among all 
those having a stake in the revival of the sick 
units. Conceptually, all industrial units contri¬ 
bute to the welfare of several publics, namely 
the Government by way of taxes, the employees 
by way of emoluments and bonus, the owners 
by way of dividends, and the financing banker 
by way of interest. In the event of any unit 
falling on evil days for reasons of general 
recession, it would be fair for all these interests 
to make sacrifices for putting the unit back on 
its feet. As it will be difficult for the concerned 
parties to get together end resolve the connected 
issues by themselves, there is need for a body 
to go into the merits of each case. It could be a 
high power tribunal, with which the Central 
Government, the financial institutions and the 
industry could be associated 

The Government are a major beneficiary from all 
industrial establishments as recipients of various 
taxes. It would not be inappropriate, therefore, 
to expect them to set up a national rehabilitation 
fund for the revival of sick units. 



5-Crore Research 
Fund to raise 
rural productivity 



Research and Development 

The Bank has all along boen responsive to its 
obligations as a corporate citizen in the commu¬ 
nity's life. Apart from our normal responsibilities 
as bankers, we have boen actively initiating and 
participating in the efforts at amelioration and 
enrichment of life in the community in which we 
operate This important aspect of the Bank's 
corporate policy was spelt out at length from 
this forum last year 

As a part of the Bank’s policy to contnbute its 
mite to the country's welfare beyond the narrow 
call of duty as bankers, we have decided to take 
steps to promote research and development 
efforts, which, though costly and time consum¬ 
ing, are unavoidable for any country wanting to 
improve production technologies. Already the 
Government has set up a number of institutions 
and agencies for this purpose. As a corporate 
citizen, the State Bank of India also has a share 
of responsibility for research and development 
effort in areas germane to its operations, 
especially in its role in rural development. 
Realising this responsibility, the Bank’s Central 
Board have directed that we should actively 
associate ourselves with the national reseatch 
».nd development efforts. It is our intention to 


develop close liaison with universities and other 
agencies to sponsor and support selected 
research protects. Similarly, in view of the Bank's 
developmental role, it is but proper that we take 
up specific developmental activities in areas 
indicated by national policies. One such area is 
entrepreneurship. This is essential to foster self 
employment and develop backward areas and 
the small scale sector Similarly, the backward 
classes like the scheduled castes and tribes and 
the handicapped persons need special attention 
if they are to benefit from the special lending 
schemes of the public sector banks. We have 
accordingly created a fund of Rs, 5 crores from 
profits for 1976. The fund will be used for 
research to refine tools and techniques so as to 
raise the productivity of occupations of the rural 
people at the same time improving the amenities 
of their living conditions. 



Vigorous overseas 
expansion planned 



Foreign Exchange Business 

As is well known, the Bank derives a major 
portion of its income from large customers and 
foreign exchange business. As long as the Bank 
is expected to work on commercial principles, 
its overall profitability has to be ensured on a 
continuous basis. Our increasing social responsi¬ 
bilities in the coming years would mean a greater 
strain on the profitability. To maintain and im¬ 
prove the overall profits, the Bank has to roly to 
a larger extent on the two positive contributors 
in its portfolio 

Given the above background and die vast and 
emerging business opportunities abroad not 
adequately tapped so far. the Central Board has 
decided to go in for a faster expansion of our 
network of branches abroad. A perspective plan 
has bean prepared for opening 44 offices at im 
portant financial centres in various time zones in 
the world during the next three years. Apart from 
the profitability angle, the Bank's expansion 
programme in foreign countries will subserve a 
number of national objectives. Our offices abroad 
will serve at* nuclei for development of exports, 
provide help to Indian joint ventures overseas, 
recycle some of the petro-fundsfor use by Indian 
projects, and promote remittances to India by 
non-residents 

Nearer home, during 197C, we reorganised the 
the set-up for foreign exchange business. The 
most important step was the opening of four 


Overseas Branches at Bombay, Calcutta, 
Madras and New Delhi, manned by trained 
staff. The main objective is the promotion and 
efficient servicing of exports and inward remit¬ 
tances. The need of exporters, be it finance or 
trade information, are met under one roof. 
Specialised financial services required for large 
value turnkey projects and other joint ventures 
abroad are also on offer. As regards inward 
remittances, the endeavour is to speed up 
payments to the recipients. Also, the Bank's 
International Division at Central Office, which 
oversees the foreign exchange operations of the 
Bank, has been reorganised and strengthened. 
A senior executive has been entrusted with the 
responsibility of opening new offices abroad. 

Staff 

It is conventional fur the Bank's Chairman to 
thank members of the management and the staff 
for their contribution to the Bank's working in 
this forum. The convention is not without a 
rationale. In all undertakings, more so in a service 
undertaking like the Bank the staff, their skills, 
hard work and loyally are the inner strengths of 
the organisation. Our staff is our biggest asset 
outside the Balance Sheet. We have all along 
depended on them for fulfilling the great tasks 
entrusted to our care ever since 1955 In 1976. 
the Bank & excellent performance would not have 
been possible but for the dedication, loyalty and 
productivity of our staff. As Chairman, it is my 
proud privilege to convey the Central Board's 
thanks to them 

We are fully aware thot productivity of the staff 
depends largely on rational personnel policies. 
The Bank has taken steps to involve the staff at 
oil levels in the improvement of customer service. 
It is the Bank's long standing policy to approach 
the subject of staff relations on the basis of a 
bilateral relationship with the recognised asso¬ 
ciations. and must of the problems have been 
resolved through mutual consultation. It is our 
fervent hope that we will be able to continue 
this enlightened relationship in future too. 

Changes in the Board 

I must place on record our thanks to Shri R.K. 
Talwar. Chairman, who relinquished office in 
August 1076 for his able guidance and direction 
daring his tenure of over 8 years on the Central 
Board, first as Managing Director and then os 
Chairman I also place on record our thanks to 
Shn H T Parekh and Shri M G Bcilasubramanian, 
Directors on the Central Board, who relinquished 
office in 1976 I welcome Shri J M. Chudasama 
and Shn K P A Menon who have joined the 
Central Boaid in place of Ll:u Purekh and Shrfj 
Balasubramaman respectively j 

I welcome Shn P C O Nambiar, our new' 
Managing Director on the central Board since 
September 197b. 


Attention Subscribers 

All subscribers are requested to notify the non¬ 
receipt of a particular issue within a month of the date 
of publication failing which it may not be possible to 

provide replacement copy- 

Manager 

___... - -- - —- * 
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With best compliments 
from 


HINDUSTAN GUM & CHEMICALS LTD. 

Birla Colony 
BHIWANI (Haryana) 


Manufacturers of: 




BRAND 


GUAR GUMS 

(for Paper, Textile, Pesticide & Explosive Industries) 

GUAR MEAL 

(A Nutritive Cattle-feed) 


TOASTED GUAR MEAL 

(A Nutritive Poultry-feed & Cattle-feed) 
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Finances of state 
governments: 1976-77 


RECORDS 


AND 


STATISTICS 


The ongoing improvement 
that the state governments are 
attempting in tax administra¬ 
tion, particularly the deploy¬ 
ment of more energetic efforts 
at recovery of arrears, may 
benefit revnues to an extent 
perhaps not fully allowed for 
in the budget estimates, ac¬ 
cording to a study prepared in 
the Division of Fiscal Analy¬ 
sis of the Economic Depart¬ 
ment and published in the 
December 1976 issue of the 
Reserve Bank of India Bulletin. 
But clearly the more signifi¬ 
cant departure from the budget 
estimates would arise in the 
area of expenditure. 

Natural Calamities 

Severe floods/cyclones in 
some states and drought in some 
parts of a few others this year 
would involve sizeable relief ex¬ 
penditure, whereas the budget 
provision on this account is of 
a modest tenor. Though the 
states would receive some 
central assistance for such 
expenditures a major portion 
of it would have to be borne 
by the states themselves. The 
state governments’ budgetary 
transactions in 1976-77 would 
on the basis of their budgets, 
result, in an overall gap of 
Rs 38 crores. Without further 
economies in their non-plan 
expenditures and raising of 
resources in addition to those 
budgeted, the inescapable ex¬ 
penditure on natural calamities 
might deteriorate the state 
governments* budgetary posi¬ 
tion further in 1976-77. 

Given the improvement 
recorded by the economy in 


1975-76 along with stability of 
the price level and in the con¬ 
text of the national climate of 
discipline and dedication of 
effort, the objective of promot¬ 
ing accelerated economic 
growth with greater social jus¬ 
tice and without disturbing 
price stability pervaded the 
budgets of state governments 
for the year 1976-77. Accord¬ 
ingly, aggregate disbursements 
are budgeted at Rs 10,927 
crores, representing a rise of 
7.1 per cent over the revised 
estimate for 1975-76, while 
total receipts are expected to 
rise by 6.5 per cent to 
Rs 10,889 crores, thanks 
partly to the higher Plan assis¬ 
tance already indicated by 
the centre, and the measures 
undertaken by the state govern¬ 
ments in their budgets for the 
year to raise additional reve¬ 
nues of Rs 112 crores. 

Increased Deficit 

As the states’ receipts would 
be further augmented by Rs 32 
crores representing their share 
in the centre’s additional taxa¬ 
tion for the year, the budgetary 
transactions of state govern¬ 
ments would result in a deficit 
of Rs 38 crores, as against a 
surplus of Rs 22 crores in 1975- 
76 (revised estimates). At 
revised rates of taxation, the 
combined revenue receipts of 
state governments are estimat¬ 
ed at Rs 8,401 crores in 1976- 
77, Rs 781 crores or 10.2 per 
cent higher than the revised 
estimate for 1975-76. Of 
this increase, tax revenues 
account for Rs 557 crores and 
non-tax revenues for the 
balance of Rs 224 crores. 


Capital receipts are put at 
Rs 2,488 crores, Rs 113 crores 
or 4.3 per cent lower than in 

1975- 76. The states’ indebted¬ 
ness to commercial banks, 
which had risen sharply by 
Rs 43 crores in 1975-76 is ex¬ 
pected to decline by Rs 103 
crores. 

Higher Disbursements 

At Rs 10,927 crores. the 
state governments’ aggregate 
disbursements are budgeted 
higher by Rs 728 crores in 

1976- 77 or 7.1 per cent as 
compared to the rise of 
Rs 1,565 crores or 18.1 per 
cent in 1975-76 (revised esti¬ 
mates). The states’ developmen¬ 
tal expenditures, including their 
loan assistance for develop¬ 
mental purposes, arc budgeted 
to rise by Rs 532 crores. As 
a result of various economy 
measures states propose to 
implement, the growth of non- 
developmental expenditures is 
sought to be held down to 
Rs 315 crores as against an 
increase of Rs 398 crores in 
1975-76. 

A brief review of the states’ 
finances in 1975-76 on the basis 
of revised estimates and the 
budgeted finances for 1976- 
77 is given below : 

According to revised estimat¬ 
es, aggregate receipts of state 
governments amounted to 
Rs 10,221 crores in 1975-76, 
showing an improvement of 
18.8 per cent over 1974-75, 
while their aggregate disburse¬ 
ments rose over the year by 
18.1 per cent to Rs 10,199 
crores. In the result revised 
estimates show a surplus of 


Rs 22 crores for the budgetary 
transactions of the state 
governments in 1975-76 in the 
place of a deficit of R$ 31 
crores in 1974-75 (accounts). 
Both receipts and the disburse¬ 
ments turned out to be signi¬ 
ficantly higher than anticipat¬ 
ed in the states’ budgets for 
the year: revised estimates put 
receipts 10.3 per cent higher 
than budget estimates and dis¬ 
bursements 10.2 per cent 
higher with the consequent 
doubling of the anticipated 
surplus of Rs 11 erores in the 
budgets. 

Aggregate Receipts 

The rise ofRs 1,618 crores 
in states’ aggregate receipts 
between 1974-75 (accounts) 
and 1975-76 (revised estimates) 
reflected increases in all the 
major categories of receipts 
in the context of the recovery 
recorded by the economy 
during the latter year. The 
tax revenues increased by 
Rs 807 crores, grants from the 
centre by Rs 171 crores, other 
non-tax receipts by Rs 210 
crores, loans from the centre 
by Rs 247 crores and other 
capital raceipts by Rs 183 
crores. The tax revenues con¬ 
sisting of revenues from taxes 
levied and collected by the 
states and the states* share in 
central taxes rose over the 
year by 19.6 per cent, the 
states’ taxes contributing 
Rs 540 crores of the increase 
and the states, share in cent¬ 
ral taxes rising by Rs 267 
crores. 

The states introduced addi¬ 
tional taxation with an antici¬ 
pated revenue of Rs 83 crores 


bah*n tmmmm 


677 


APRIL 8, 1977 


in their 1975-76 budgets. 
After the budgets, they under¬ 
took a further tax effort 
with an estimated yield 
of Rs 34 crores. This addi¬ 
tional taxation and the full 
year impact of the post-budget 
increases in major taxes in 

1974-75 together with the up¬ 
turn in output were largely 
responsible for the growth in 
the revenue from states’ taxes. 

Major state taxes showing 
substantial increases in reve¬ 
nue over the year were sales tax 
inclusive of the central sales 
tax (Rs 345 crores). land reve¬ 
nue (Rs 35 crores), state excise 
duties (Rs 32 crores) and 
stamps and registration fees 
(Rs 24 crores). The states’ 
revenue from central taxes 
shared by them with the 
centre increased by Rs 267 
crores because of the nearly 
equal rise in their shares or 
income tax collections and col¬ 
lections from central excise 
duties. 

Voluntary Disclosure 

The income lax collcc- 
lections in 1975-76 received a 
boost from the Scheme for 
Voluntary Disclosure of In¬ 
come and Wealth; improve¬ 
ment in output assisted by the 
revisions made in the 1975-76 
central budget in excise taxa¬ 
tion brought about u sizeable 
growth in the union excise 
collections. Grants from the 
centre, as taken credit for in 
the states’ budgets increased 
over the year by 16.7 per cent 
to Rs 11.93 crores. Grants 
for central and state plan 
schemes and centrally spon¬ 
sored schemes at Rs 572 crores 
were higher by Rs 111 crores 
or by nearly one-fourth of the 
preceding year: non-Plan 
grants of Rs 621 crores were 
higher by Rs 60 crores or by 
10.7 per cent. The states’ 
other non-tax receipts rose by 
Rs 210 crores. Receipts from 


economic services accounted 
for 29 per cent of the non-tax 
receipts, the contribution of 
forests being more than a 
third of' that from economic 
services. Interest receipts 
which increased by Rs 56 
crores over the year contribut¬ 
ed 14.2 per cent of the non-tax 
receipts. 

Central Assistance 

Loans received by the states 
from the centre as shown in the 
states’ budgets were Rs 247 
crores higher over the year 
largely as central loan assistance 
for state Plan schemes was 
stepped up by Rs 188 crores to 
Rs 707 crores, but non-Plan 
loans including ways and means 
assistance also increased by 
Rs 71 crores to Rs 556 crores. 
The sizeable rise in the centre’s 
loans to the states represented 
advance Plan assistance to some 
states so as to ensure that 
important on going irrigation 
and power projects in their 
Plans were adequately financed. 
Following the announcement 
of the 20-point economic pro- 
programme, financial outlays 
on these projects were raised 
and the centre provided the 
states additional Plan assistance 
of Rs 85 crores for the purpose. 

The states' other capi f al 
receipts aggregated Rs 1,279 
crores in 1975-76 recording a 
rise ofRs 183 crores over the 
year. The states were permitted 
to raise an additional amount of 
Rs 100 crores by way of market 
borrowings in 1975-76 to enable 
them to repay to the centre 
their share of centralised 
market b orrowings of 1963-64. 
Adjusting for this special factor, 
the net market borrowings of 
the states at Rs 170 crores were 
lower by Rs 45 crores over the 
year. But the state governments 
also secured substantial recove¬ 
ries of their loan assistance to 
third parties, which by rising 
by as much as Rs 107 crores or 


by 37.2 per cent over the year 
boosted their other capital 
receipts. 

At Rs 10,199 crores, the 
states’ aggregate disbursements 
in 1975-76 would be Rs 1,565 
crores higher over the year. 
The Plan expenditures increased 
from Rs 2,238 crores in 1974- 
75 (accounts) to Rs 2,743 crores 
in 1975-76 (revised estimates) 
or by 22.6 per cent, while non- 
Plan expenditures went up from 
Rs 6,396 crores to Rs 7,456 
crores or by 16.6 per cent. Plan 
expenditures on ’economic 
services’ increased over the 
year by 20.9 per cent to Rs 2072 
crores, while the non-Plan 
expenditure on these services 
rose by 17.3 per cent to 
Rs 1,854 crores. On ‘social and 
community services’, the Plan 
expenditure amounted to 
Rs 631 crores or 30.4 per cent 
higher over the year, while the 
non-Plan expenditures increased 
by 9.7 per cent to Rs 2,377 
crores. As both Plan and non- 
Plan expenditures have deve¬ 
lopmental as well as non-deve- 
lopmental components, it is 
worth-while alluding to the dis¬ 
tribution of the aggregate dis¬ 
bursements into total develop¬ 
mental and non-developmental 
expenditures of the states. 

Developmental Expenditure 

Developmental expenditures 
including loans to third parties 
for developmental purposes at 
Rs 6,934 crores were higher by 
16.7 per cent. Growth in deve¬ 
lopmental expenditure would 
account for nearly two-thirds 
of the growth over the year in 
aggregate disbursements. Non- 
developmental expenditures 
also increased by Rs 398 crores 
to Rs 2,344 crores or by 20.5 
per cent. The states’ direct 
developmental expenditures 
were stepped up by Rs 833 
crores while their loan assis¬ 
tance to third parties for deve¬ 


lopmental purposes was higher 
by Rs 157 crores. Such assis¬ 
tance was mainly concentrated 
on agriculture (including co¬ 
operatives) and power projects, 
the core sectors of the economy. 
In 1975-76, developmental ex¬ 
penditures constituted 73.7 per 
cent of the states’ total expen¬ 
ditures (i.e., aggregate disburse¬ 
ments excluding repayments of 
loans to the centre as also the 
discharge of all other internal 
debt); they were roughly three 
times the non-developmental 
expenditures. 

Loan Repayments 

Repayments of loans to the 
centre and discharge of other 
internal debt dominate the 
remainder of the disbursements 
of the states. Loans repayments 
to the centre amounted to 
Rs 759 crores in 1975-76 inclu¬ 
sive of the repayment of Rs 100 
crores representing the states’ 
share of centralised market 
borrowings in 1963-64 for which 
purpose the states were, as 
indicated earlier, permitted to 
increase their market borrow¬ 
ings during the year. Exclud¬ 
ing the special component just 
mentioned, the repayments 
were higher over the year by 
Rs 154 crores. 

Given the improvement 
recorded by the economy in 

1975- 76 along with the stability 
of the price level, and in the 
context of the national climate 
of discipline and dedication of 
effort, ths objective of promot¬ 
ing accelerated economic 
growth with greater social 
justice and without disturbing 
price stability informed the 
budgets of the state govern¬ 
ments for 1976-77. Accordingly, 
aggregate disbursements of 
state governments are budgeted 
by them at Rs 10,927 crores in 

1976- 77, 7.1 per cent higher 
than the revised estimates for 
1975-76. On the expectation 
that their aggregate receipts on 
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the basis of the 1975-76 rates 
of taxation and with higher 
Plan assistance already indicat¬ 
ed by the centre would rise 
over the year by 5.1 per cent to 
Rs 10,745 crores in 1976-77, 
the state governments accord¬ 
ingly undertook measures in 
their budgets for the year to 
raise, as mentioned earlier, 
additional revenues ofRsll2 
crores. As the states' receipts 
would be further augmented by 
Rs 32 crores representing their 
share in the centre's additional 
taxation for the year, the 
budgetary transactions of the 
stale governments would result 
in a deficit of Rs 38 crores as 
against a surplus of Rs 22 
crores in 1975-76 (revised 
estimates). 

Revised Rates 

At revised rates of taxation, 
combined revenue receipts of 
state governments are budget¬ 
ed at Rs 8401 crores in 1976- 
77, Rs 781 crores or 10.2 per 
cent higher than the revised 
estimates for 1975-76. Of this 
increase, tax revenues account 
for Rs 557 crores and non-tax 
revenues for the balance of 
Rs 224 crores. Taxes directly 
levied and collected by the 
state governments, inclusive of 
the yield from their additional 
tax effort during the year, are 
budgeted at Rs 3,838 crores, 
Rs 417 crores or 12.2 per cent 
higher over the preceding year. 
At the same time, the states’ 
share in central taxes, including 
the centre's additional taxation, 
is placed at Rs 1,635 crores, 9.4 
per cent higher over the year. 

Of the total budgeted 
increase of Rs 417 crores in the 
receipts from taxes levied and 
collected by the states, the rise 
of as much as Rs 376 crores is 
expected to accrue from taxes 
on commodities and services. 
Sales tax revenues alone are 
expected to go up by Rs 271 
crores, showing an increase of 


14.3 per cent over 1975-76. 
Revisions in sales tax raising 
additional revenues were adopt¬ 
ed in their 1976-77 budgets by 
Gujarat, Karnataka, Kerala, 
Madhya Pradesh, Nagaland, 
Orissa, Rajasthan, Tripura and 
Uttar Pradesh; these revisions 
are expected to yield a revenue 
of Rs 41 crores. 

Other major taxes which are 
expected to show increases in 
receipts are state excise duties 
(Rs 30 crores), vehicles tax 
(Rs 24 crores), and entertain¬ 
ment tax (Rs 16 crores). Only 
a tenth of the increase from 
excise duties would be brought 
about by the measures under¬ 
taken this year; the similar pro¬ 
portion in case of vehicles tax 
would be one-third and that in 
case of the entertainment lax 
one-fourth. Himachal Pradesh, 
Kerala and Madhya Pradesh, 
raised excie duties. Gujarat 
Karala, Madha Pradesh, Tamil 
Nadu, Tripura and West 
Bengal revised upwards the 
vehicles tax imposts. Enter¬ 
tainment tax revisions were 
effected by Gujarat, Karnataka, 
Meghalaya, Orissa and Rajas¬ 
than. 

Profession Tax 

Gujarat, Karnataka, Kerala 
and Tripura introduced a 
profession tax, which Maha¬ 
rashtra introduced last year. 
Karnataka and Uttar PraJesh 
introduced a tax on urban land 
which already obtained in 
Tamil Nadu and Rajasthan. 
Karnataka and Tamil Nadu 
would also raise this year more 
resources from the agricultural 
sector; Karnataka extended the 
agricultural income tax to 
cover all crops, while Tamil 
Nadu introduced commercial 
crop assessment for all land 
under commercial crops. 
Gujarat stepped up electricity 
duties to raise the yield by 
Rs 4.5 crores. Though their 
item-wise yield estimates have 


not been provided, Jammu and 
Kashmir revised rates of sales 
tax, land revenue, irrigation and 
power charges and toll tax. 

Although some states have 
in recent years widened their 
tax base by introducing new 
taxes like agricultural holdings 
tax, the urban land tax, tax on 
multi-storey buildings and pro¬ 
fessions tax, and other moved 
in the direction of tapping 
increased agricultural incomes, 
the pattern of tax revenues of 
the state governments has not 
materially changed over the 
past few years. 

Sales Tax 

Sales tax still continues to be 
the largest single source of re¬ 
venue for almost all the states. 
With increasing exploitation of 
this source of revenue, its share 
in the states' own tax receipts 
has gradually risen from 48.2 
per cent in 1968-69 to 55.4 per 
cent in 1975-76 and is expected 
to go up further to 56.4 per cent 
in 1976-77. Given the diver¬ 
gences in the composition of 
overall production, in the level 
of induitrial growth and the 
effectiveness with which the 
number of commodities are 
brought within its purview, the 
relative share of sales tax in in¬ 
dividual state’s own tax receipts 
shows, however, wide variation 
among different states. 

In some of the highly deve¬ 
loped states like Gujarat, 
Kerala, Maharashtra, Tamil 
Nadu and West Bengal, reve¬ 
nues from sales tax account for 
about two-thirds of their tax 
revenues, while in some of the 
less developed states excluding 
Nagaland, Tripura, Manipur, 
etc, revenue from this source 
varies between one-third to 
one-half of their own tax reve¬ 
nues. State excise the next 
important tax revenue earner, 
contributes on an average 
about 12 per cent to the states’ 


own tax revenues. Differences 
in the tenor of the "prohibition 
policy and in the rates of the 
levies are responsible for the 
wide divergence among the 
states in the share of the excise 
revenue in individual state’s 
tax receipts. Nagaland and 
Sikkim, for example, get about 
half of their tax revenues from 
state excise, while Gujarat with 
regorous prohibition, derives 
only 0.4 per cent of the total 
own tax revenues from this 
source. In Tamil Nadu revenues 
from state excise are expected 
to decline from Rs 56.5 crores 
(about one-fifth of the tax 
revenues) in 1973-74, to a 
meagre Rs 3.65 crores (about 
1 per cent) in 1976-77 because 
of reimposition of total prohi¬ 
bition. Other states which 
rely heavily on this source of 
revenue a c Himachal Pradesh 
(36.9 per cent), Jammu and 
Kashmir (30.4 per cent) and 
Andhra Pradesh (23.5 per 
cent) 

Grants<in-aid 

Non-tax revenues comprising 
grants-in-aid received from the 
centre and the states’ other 
non-tax revenues arc expected 
to ri e over the year by Rs 224 
crores or by 8.3 per cent to 
Rs 2,928 crores in 1976-77. 
Grants from the centre con¬ 
sisting of Plan grants, statutory 
grants, and other non-Plan 
grants are budgeted to rise by 
Rs 65 crores to Rs 1,258 crores 
in 1976-77 to account for about 
43 per cent of the non-tax 
revenue during the year, while 
other non tax receipts are bud¬ 
geted Rs 159 crores higher at 
Rs 1,670 crores. State govern¬ 
ments have revised this year 
rates and fees etc, which would 
yield an additional revenue of 
Rs 14 crores. The increase of 
about Rs 90 crores from 
‘economic services’ would 
mainly account for the higher 
non-tax revenue. A major 
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increase is expected in receipts 
from irrigation charges, while 
receipts under dairy development 
are budgeted higher by Rs 19 
crores. Interest receipts on the 
loans extended by state govern¬ 
ments are expected to rise by 
about Rs 57 crores because of 
increase of Rs 64 crores in the 
interest payments to them from 
their departmental commercial 
undertakings and other autono¬ 
mous public sector undertak¬ 
ings, which payments account 
for more than four-fifths of 
the states’ interest receipts. 

Capital Receipts 

Capital receipts of the state 
governments are budgeted at 
Rs 2,488 crores in 1976-77, 
Rs 113 crores or 4.3 per cent 
lower than in 1975-76 during 
which they were Rs 430 crores 
or 19.8 per cent higher over the 
preceding year. Capital re¬ 
ceipts excluding loans received 
from the centre are expected 
to drop by Rs 73 crores or by 
5.7 per cent as against an in¬ 
crease of 16.7 per cent in 
1975-76, though gross market 
borrowings are budgeted 
higher by Rs 28 crores. The 
states’ indebtedness to com¬ 
mercial banks which had risen 
sharply from Rs 25 crores in 

1974- 75 to Rs 68 crores in 

1975- 76 is expected to decline 
by Rs 103 crores. Other capi¬ 
tal receipts which are anticipa¬ 
ted to decline are ‘contingency 
funds’ (net) (Rs 30 crores) and 
‘reserve funds’ (net) (Rs 29 
crores). The state govern¬ 
ments’ recoveries of their loan 
assistance to third part es, 
which increased over the year 
by Rs 107 crores to Rs 395 
crores in 1975-76, are expected 
to drop by Rs 35 crores from 
that level. Loans from the 
centre would also be Rs 40 
crores less than in 1975-76 
entirely because of the decline 
of Rs 43- crores in the non- 
Plan loans including ways and 


means assistance. Net receipts 
from state provident funds and 
small savings, deposits and 
advances, and suspense and 
miscellaneous receipts, how¬ 
ever, are budgeted higher over 
the year by Rs 25 crores, Rs 7 
crores and Rs 44 crores respec¬ 
tively. 

Market Borrowing 

In their budgets for 1976-77, 
the state governments have 
taken credit for Rs 303 crores 
(gross) by way of market bor¬ 
rowings as against the revised 
estimates of Rs 275 crores in 
1975-76. A provision of 
Rs 105 crores has been made 
for repayment of maturing 
loans during the year. 
The net market borrowings of 
the states in 1976-77 would 
aggregate Rs 198 crores as 
against Rs 170 crores in 1975- 
76 after adjusting the states’ 
repayment of Rs 100 crores to 
the centre on account of their 
share of centralised market 
borrowings of 1963-64 refer¬ 
red to earlier. During the 
current year the state govern¬ 
ments entered the market on 
two occasions and, as per RBI 
records, borrowed an aggregate 
amount of Rs 283 crores 
(gross): after providing for re¬ 
payment of maturing loans of 
Rs 103 crores, the net market 
borrowings may thus be esti¬ 
mated at Rs 180 crores or 
Rs 6 crores higher than in 
1975-76. 

At Rs 10,927 crores, the 
state government’s aggregate 
disbursements in 1976-77 are 
budgeted Rs 728 crores or 7.1 
per cent higher over the year, 
compared to the rise of 
Rs 1,565 crores or 18.1 per cent 
in 1975-76 (revised estimates). 

Capital disbursements of the 
state governments other than 
developmental and non- 
developmental expenditures 
comprise mainly the loan re¬ 


payments to the centre and 
other autonomous bodies, 
repayments of their own mar¬ 
ket loans and state govern¬ 
ments’ loan assistance to third 
parties. Repayment of loans 
to the centre at Rs 562 crores 
is expected to show a sharp 
decline of Rs 197 crores over 
the preceding year. But the 
repayment in 1975-76 includ¬ 
ed the repayment of Rs 100 
crores on account of centralised 
market borrowings of 1963-64 
mentioned earlier. Excluding 
this special repayment, the 
decline over the year in the loan- 
repayments to the centre would 
be of the order of only Rs 97 
crores. 

In pursuance of the Sixth 
Finance Commissions’ recom¬ 
mendations, the state govern¬ 
ments would get a relief 
ofRs 391 crores on account 
of rescheduling of repayments 
of their outstanding central 
loans. The state governments* 
loan assistance to third parties 
at Rs 1,037 crores is expected 
to be Rs 64 crores higher than 
in 1975-76. Loans to third par¬ 
ties for developmental pur¬ 
poses, i.e., for ‘social and com¬ 
munity* and ‘economic’ servi¬ 
ces are expected to be stepped 
up from Rs 912 crores in 

1975- 76 to Rs 964 crores in 

1976- 77 to account for 93.0 
per cent of the states’ total 
loan assistance to third 
parties. 

Transfer of Resources 

The budgets of the state 
governments stipulate net 
transfer of resources of 
Rs 1,499 crores in 1976-77 
from the centre to the state 
governments as a result of the 
loan receipts of Rs 1,282 
crores and receipts from 
grants of Rs 1,258 crores, 
along with loan repayments of 
Rs 562 crores and interest 
payments of Rs 479 crores. 
Similar transfer worked out 


to Rs 1,415 crores in 

1975- 76 (revised estimates) 
excluding the repayment of 
Rs 1000 crores in connection 
with the 1963-64 centralised 
market borrowing, indicating 
an increase of Rs 84 crores in 

1976- 77 over 1975-76. The net 
transfer of resources from the 
centre to the state govern¬ 
ments would finance 17.2 per 
cent of the state governments’ 
budgeted direct expenditures 
on goods and services excluding 
their interest payments to the 
centre, or only a slightly lower 
share than that of 17.7 percent 
in 1975-76. 

Improved Finances 

In the nature of things, the 
outturn of the state govern¬ 
ments* finances for 1976-77 
would not be identical with the 
estimates presented in the bud¬ 
gets for the year which are 
outlined earlier. The on¬ 
going improvement that 
the state governments are 
attempting in the tax ad¬ 
ministration, in particular the 
deployment of more energe¬ 
tic efforts at recovery of 
arrears, may benefit revenues 
to an extent perhaps not fully 
allowed for in the budget 
estimates. But clearly the 
more significant departure 
from the budget estimates 
would arise in the area of ex¬ 
penditure. Severe floods/ 
cyclones in some states and 
drought in some parts of a few 
others this yv*ar would involve 
sizeable relief expenditures, 
whereas the budget provision 
on this account is of a modest 
tenor. 

Though the states would 
receive some central assistance 
for the purpose a major por¬ 
tion of such expenditures 
would have to be borne by the 
states themselves. The state 
governments’ budgetary tran¬ 
sactions in 1976-77 would, on 
the basis of their budgets, 
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result, as indicated earlier, expenditure on natural cala- of the state governments in expenditures and raising of 
in an overall gap of Rs 38 mities might deteriorate fur- 1976-77 in absence of further resources in addition to those 
crores. But the inescapable ther the budgetary position economies in their non-Plan budgeted. 

Overall Budgetary Position of State Governments (Rs crores) 



Items 

1974-75 

(Accounts) 

Amount 

1975-76 (BE) 

Amount Per cent 
variation 
over the 
previous 
year (Col. 
3 over 

Col. 2) 

1975-76 (RE) 

Amount Per cent 
variation 
over the 
previous 
year (Col. 
5 over 
Col. 2) 

1976-77 (RE) 

Amount Per cent 
variation 
over the 
previous 
year (Col. 

7 over 

Col. 5) 


1 

2 

3 


4 

5 

6 

7 


8 

I. 

Aggregate Receipts (A-|-B) 

8603 

9266 

-i 

7.7 

10221 

+18.8 

10889 

(10745) 

(- 

- 6.5 

- 5-1) 

A. 

Revenue Receipts (i+ii) 

6432 

6998 

+ 8.8 

7620 

+18.5 

8401 

(8257) 

(■ 

-10.2 
- 8.4) 


(i) Tax Receipts (a+b) 

4109 

4498 

+ 9.5 

4916 

+ 19.6 

5473 

(5343) 

-i 

(- 

-11.3 

|-8.7) 


(a) States’ Taxes 

2881 

3133 

-t- 8.7 

3421 

+ 18.7 

3838 

(3740) 

(1 

-12.2 
- 9.3) 


(b) Share in Central Taxes 

1228 

1365 

+11.2 

1495 

+21.7 

1635 

(1603) 

H 

(H 

f- 9.4 
b 7.2) 


(ii) Non-Tax Receipts (c+d) 

2323 

2500 

+ 7.6 

2704 

+16.4 

2928 

(2914) 

(H 

b 8.3 
b 7.8) 


(c) Grants from the Centre 

1022 

1088 

4- 6.5 

1193 

+ 16.7 

1258 


- 5.4 


(d) Other Non-tax Receipts 

1301 

1412 

H 

- 8.5 

1511 

+16.1 

1670 

(1656) 


bl0.5 
- 9.6 

B. 

Capital Receipts (i+ii) 

2171 

2268 

+ 4.5 

2601 

+19.8 

2488 

- 

- 4.3 


(i) States’ Capital Receipts 

Of which : 

1096 

1125 

+ 2.6 

1279 

+16.7 

1206 

- 

~ 5.7 


(a) Market Borrowings (Gross) 

306 

291 

— 

- 4.9 

275 

—10.1 

303 

+10.2 


(b) Recovery of Loans and Advances 

288 

348 

H 

1-20.8 

395 

+37.2 

360 

- 

- 8.9 


(ii) Loans from the Centre (Gross) 

1075 

1143 

H 

l 6.3 

1322 

+23.0 

1282 

- 

- 3.0 

n. 

Aggregate Disbursements 

Of which : 

8634 

9255 


1- 7.2 

10199 

+18.1 

10927 

+ 7.1 


(a) Developmental Expenditure* (i-|—ii) 

(i) Social and Community Services 

Of which : 

5944 

2649 

6213 

2797 

+ 4.5 
+ 5.6 

6934 

3008 

+ 16.7 
+ 13.6 

7466 

3206 

- 

f- 7.7 
\- 6.6 


Expenditure on Natural Calamities 

116 

99 

— 

-14.7 

122 

+ 5.2 

53 

- 

-56.6 


(ii) Economic Services 

3295 

3416 

+ 3.7 

3926 

+19.2 

4260 

+ 8.5 


(b) Non-developmental Expenditure* 

1946 

2289£ 

+17.6 

2344 

+20.5 

2659£ 

+13.4 

in. 

(c) Repayment of Loans to the Centre 

(d) Discharge of Interna] Debt 

Of which : 

Market Loans 

Overall Surplus (+) or Deficit (—) (I—II) 

535 

124 

91 
— 31 

642 

32 

1 

+11 

+27.1 
—74.2 

—98.9 

759 

36 

5 

+22 

+50.3 
—71.0 

—94.5 

562 

138 

105 
—38 
(—182) 


-26.0 


Notes : 1. Budget estimates for 1975-76 include estimated yield from the states’ budget proposal (Rs 83 crores), addition 
(Rs 55 crores) to receipts from central sales tax following the revision of the ceiling for the central sales tax rate, and the states’ 
share in the centre’s net additional taxation (Rs 41 crores). 

2. Budget estimates for 1976-77 include estimated yield from the states’ budget proposal (Rs 112 crores) and the states’ 
share in centre's additional taxation (Rs 32 crores), but exclude reduction in their receipts from taxes shared with the centre 
as a result of post-budget tax concession announced by the centre on May 12, 1976. Figures in brackets reflect 1975-76 rates 
of taxation. 

3. Data given here differ slightly from those given in the Bank’s annual report due to revisions in figures. 

♦Comprises states' expenditures on revenue and capital accounts and loans and advances extended by states. 

£Includes, in respect of Rajasthan for 1975-76 (B.E.) and 1976-77 (B.E.) and Haryana and Madhya Pradesh for 1976*77 

(B.E.), the entire liability on account of additional dearness allowance granted to state employees which could not be allocated 
between developmental and non-developmental expenditures because of non-availability of required details. 
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Call me George 

Considering that the Janata party and its allies had to form the new government at 
the centre at short notice and start from scratch after the dislocating interregnum of 
the emergency regime, they deserve to be congratulated on so swiftly and smoothly 
settling down to work. They, however, would have done even better had some 
avoidable lapses and excesses been avoided. For instance, there is at least one 
minister in the cabinet whose inclusion has been noted with raised eyebrows by such 
of us as are assuming that the new government is committed to the genuine cleansing 
of the administration, politics and public life. Again, there are in the council of 
ministers some obvious misfits, whether in terms of their suitability for ministerial 
responsibilities as such or in relation to the portfolios assigned to them or both. In 
fairness to some of them, it must be said that they were practically press-ganged into 
taking the oath of office. 

The prime minister, clearly, has had to make a number of compromises. Many 
of them were probably beyond the will or wit of any man placed as Mr Desai was to 
resist or evade. It was just possible, however, that having earned an obstinate 
reputation for alleged inflexibility, he was understandably reluctant to reject in their 
entirety the pressures that were brought to bear on him by some of his senior collea¬ 
gues in the party. There was also the question perhaps of sticking out one’s tongue 
at Mrs Gandhi. The poetic justice of seating Mr Raj Narain and Mr George 
Fernandes on the treasury benches was certainly overpowering and even Mr Desai was 
not necessarily to be expected to be free from the human weakness of succumbing to 
its appeal. 

The business of the state, however, is serious business and ministers are obliged 
to take it seriously. They can do so only if, starting right, they take themselves 
seriously. The last government had many faults, but also some virtues. One of them 
was that it could boast of quite a few ministers who knew their job and worked hard al 
it. Names such as those of Mr T.A. Pai and Mr K.C. Pant leap to the eye and it is a 
pity that any government in this country should, because of the exigencies of politics, be 
deprived of the services of such gifted or dedicated individuals, especially as they are 
not mere politicians in the common meaning of the term. This deprivation, however, 
cannot be helped—at least for the time being. But this docs not mean that the new 
government can afford to have in important positions ministers who do not compare 
reasonably favourably with their predecessors. 

As it is, it does seem to be the case that considerations relating to the adjust¬ 
ment of the claims of the constituents of the ruling alliance or the demands of regional 
representation are responsible to some extent for the prime minister settling for the 
second best or worse in the case of many appointments to the cabinet. In addition, 
certain leading personalities in the alliance seem to have been unduly demanding in 
their recommendations. The result is that, as of now, the council of ministers looks 
untidy, deficient and unfinished. The government, however, is in its early stages and 
it should be possible for the prime minister, given the unqualified cooperation of his 
senior colleagues, to reshuffle portfolios or strengthen the fabric of the government 
by reinforcing it with new selections from the many able or experienced persons who 
are yet to be drafted for office from the manpower of the ruling alliance. For 
obvious reasons, there must be a woman minister or ministers. In Dr Sushila Nayar, 
for instance, this country has had one of its more efficient Health ministers. 

Meanwhile, it will not at all be a bad thing if some of our Janata ministers were 
to let themselves be persuaded that they can keep the common touch without them¬ 
selves becoming too common. Mr Raj Narain is probably too old to know better 
and, in any case, he is entitled to be honoured for being sincerely unenthusiastic 
about bartering his way of life for a portfolio. But, Mr Fernandes is young enough 
to learn many things—and unlearn even more. “ ‘Sir* me no ‘sir* ”, he told the officials 



of his ministry. This would pass muster, 
but “Call me George” is too much of a 
good thing. He should do us all a 
favour by stopping at “Mr Fernandes”. 
If his officials were to call him “George”, 
how would his cronies hobnob with him? 
By addressing him as “Georgie boy”? 

The truth is that the new government 
has enough to do without having to be 
burdened with the wayward public rela¬ 
tions of its maverick members. Politicians 
in office ought to realise that the kind of 
extended electioneering some of them 
seem disposed to carry on could be an 
expensive imposition on the nation. It 
could also harm the government's credi¬ 
bility besides their own. For instance, 
nothing could have been more absurd 
even on the face of it than Mr Raj 
Narain's declaration in the course of a 
public speech in Kanpur that the govern¬ 
ment would give Rs 5,000 as compensation 
to every victim of compulsory steriliza¬ 
tion. He had to cat his words subse¬ 
quently with the aid of a “clarification” 
given to Lok Sabha that the new govern¬ 
ment merely desired that the officials 
concerned should promptly act on the 
previous government's decision that 
families of such individuals as had died 
within ten days of a sterilization operation 
should be compensated in cash. Even if 
we take the “clarification” at its face value, 
we may still ask how such frightening con¬ 
fusion can exist in the mind of a minister 
regarding the elementary needs of his 
portfolio. 

burying the programme 

The previous government had almost 
killed the mass sterilization programme 
as a population control strategy by the 
administrative excesses inspired and 
organized by extra-constitutional centres 
of power. But the present government 
certainly does not have to seek to bury it 
by means of the political antics of its 
less responsible ministers. Mr Desai and 
his colleagues should realise that it is as 
necessary to put back the government’s 
population control policy and family 
planning programme on the rails as it 
was to put back democracy on the rails 
and that it is just not possible to pretend 
that Mr Raj Narain is the man to do 
this. We need a minister who would re¬ 


commit the resources of the state in 
money and manpower to the revival and 
resurgence of the people’s understanding 
of and participation in the national 
effort to bring down the birth rate and, 
in the process, chase away the ghosts of 
coercive vasectomy from the minds and 
memories of the affected communities in 
north India. Otherwise, wc would be 
writing off the gains of decades of govern¬ 
ment and public labours on the pretext 
of undoing the aberrations of twenty 
months of mindless political thuggery. 

There is a feeling in some quarters that 
the new government could have avoided 
presenting a “raw” image had the present 
session of Parliament been made very 
brief and limited to minimal urgent 
business such as the vote on account and 
perhaps a statement on aims and objec¬ 
tives by the prime minister on the lines 
of his broadcast of April 4, in addition 
to or in the form of his reply to the 
debate on the president's speech. Had 
this course been followed, the new 


The “vote on account” budget for 
1977-78 presented to Parliament on March 
28, 1977, by Mr Madhu Dandavate indi¬ 
cated a favourable turn in the financial 
affairs of the railways. The budget dis¬ 
closed a surplus of the order of Rs 26.45 
crores as against a slightly higher surplus 
of Rs 35.67 crores in 1976-77 (revised esti¬ 
mates). Improved receipts from freight and 
passenger earnings in 1976-77 were no 
doubt due the “dedication and high calibre 
of railway employees at all levels” but the 
spurt in passenger earnings of more than 
Rs 50 crores was surely the result of the 
curbs on ticketless travelling. The earn¬ 
ings from freight offerings were not up 
to expectation though the shortfall was 
more than made up by the improved 
performance in passangg: earnings. 

While progress in the working of the 
railways is indeed welcome, it would be 
wrong to assume that the modest profits 
could either wipe off the losses of the 
preceding years or permit the railways to 
go lax in its administration. It may be 


ministers could have more promptly got 
down to the business of educating them¬ 
selves on their job responsibilities and 
the work of their ministries. They would 
no doubt have had to wait till the budget 
session to get acquainted with members 
of Parliament, whether of their own 
parties or of others, or to get a feel of the 
two houses. Nevertheless, on balance, 
both the new government and the busi¬ 
ness of the state would have been the 
gainer. In particular, the council of 
ministers would not have given the im¬ 
pression that some of its members are 
disposed to be rather casual about 
grasping or discharging their new-found 
responsibilities. Mr Desai, it is being 
said, has “mellowed”. Whatever this 
may mean, it ought not to mean that he 
is going soft in the wrong places. It is 
never too early for the prime minister to 
insist on his colleagues functioning as a 
coherent and credible team. Clowning can 
be as much of a threat to the collective 
responsibility of the cabinet as charisma. 


stated here that the total loss of the rail¬ 
ways in the three years ending in 1975-76 
was Rs 290.45 crores—nearly five times 
the anticipated profits for 1976-77 and 
1977-78. Taking a longer-term view, it 
will be seen that in the 12-year period— 
from 1966-67 to 1977-78—the total losses 
in eight years were of the order of 
Rs 377.78 crores as against the profits of 
the remaining four years at Rs 82.88 
crores. Thus, the railways would have to 
earn a profit of Rs 294.90 crores in the 
coming years—Cod knows how many?— 
to counter-balance these losses. Surely, 
additional economies in expenditure and 
efficiency in working are needed to put 
the finances of the railways on a sounder 
footing. The meagre profit recorded last 
year and the somewhat reduced profit 
anticipated in the current year are too 
insignificant to indicate any revolutionary 
departure in the operations of the rail¬ 
ways. 

That there was no likelihood of any 
increase in passenger or freight rates 
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when the railway budget would be presen¬ 
ted some time later in the year, was clear 
from the “vote on account” budget but 
there was certainly room for rationalisa¬ 
tion of freight rates. The “social burden” 
borne by the railways in carrying low-rated 
freight offerings or by operating unecono¬ 
mic lines was indeed sizeable and the 
government had better appoint a special 
committee to study this question in depth. 
A long-term policy would need to be 
chalked out to minimise the losses caused 
by these social obligations. Already 
railway indebtedness has risen to more 
than Rs 400 crores and at the end of 
1977-78 is expected to be as high as Rs 477 
crores. Unless the railways throw up 
sizeable suplus year after year, it will not 
be possible to repay this debt, and also 
the railways will fail to generate resources 
for expansion. 

workers' obligation 

The unconditional reinstatement of 
railway workers, who had been dismissed 
or suspended for participating in the May 
1974 railway strike, is claimed to be part 
of the process of the Janata party fulfilling 
its pledge to undo the wrongs perperated 
by the previous government. But this ges¬ 
ture of goodwill places the workers under 
an obligation not only to put in their best 
for improving the working results of the 
railways, but also to cooperate with the 


extending some others in various parts 
of the country. As many as 204 trains 
were speeded up. The punctuality of 
trains had also improved. All these gains 
need to be consolidated and the railway 
minister will have to see to it that the 
performance of the railways shows signi¬ 
ficant improvement during the current 
year. True that last year's working was 
the result of the dedicated efforts of the 
workers (or the strong arm tactics of the 
administration. under the emergency) but 
it did not imply that they could now rest 
on their oars. They would have to 
demonstrate that they could do still 
better under a government which was 
responsive to their needs. 

The Railway Board, in its various exer¬ 
cises, tried every year to measure the 
efficiency of various departments. For 
instance, a quicker turn-round of wagons 
brought about more intensive use of capital 
invested in wagons. Similarly, through 
improved operational research, the track 
utilisation could also be improved. This 
also applied to the utilisation of the 
locomotives in use. In fact, Mr Danda- 
vate would have to win over the coope¬ 
ration of each sector of the railway 
community to throw up a reasonable 
return on the capital-at-charge which at 
present is fast approaching the Rs 5000- 
crore mark. There was no doubt that the 


social burdens had reduced the quantum 
of profit of the railways but a surplus of 
Rs 26 crores was indeed too small for 
such a large investment. Therefore, the 
railway minister would have to root out 
wastage wherever it existed and would 
have to further speed up the operations 
of the railways—of course with the active 
cooperation of the workers. 

The question of bonus has been agitat¬ 
ing the mind of the railway workers. In 
the debate on the railway budget in the 
Rajya Sabha, some members had urged 
the new government to grant bonus to the 
railwaymen as the Congress government 
at one time had conceded that it was 
equivalent to “deferred wages’’. It needs 
to be stated here that the Congress party 
frequently changed its stand on this ques¬ 
tion. While it took the decision during 
the emergency that bonus needed to be 
linked with productivity and profitability, 
it sanctioned a uniform bonus of Rs 100 
for each worker on the eve of the elec¬ 
tions. The Janata government will have 
to evolve a consistent policy in this regard 
though in its election manifesto it had 
unequivocally accepted the principle of 
bonus as a deferred wage. Any decision 
relating to bonus should be taken with 
reference to the capacity of the railways 
to pay. The financial position of the 
railways is not all that rosy. 


management in promoting industrial 


peace. While Mr Dandavate wanted the 
workers to put forward their grievances 
through their respective organisations 


Looking back at Ray 


instead of trying to make individual — 


representations, there was also the view 
that a channel should be established 
through which aggrieved railwaymen could 
take up their grievances with the minister. 
It was a happy augury that the new 
government had tried to win over the 
workers through a generous move but the 
need for discipline and hard work has 
increased manifold. 

According to a white paper prepared 
by the Railway Board, a number of 
improvements in passenger train services 
were introduced in 1976-77. No less than 
33 new trains on broad guage, 14 on 
metre guage and one on narrow gauge 
were started in the year under reference. 
A few new trains were initiated in the 
quarter January-March this year besides 


On march 20, 1977, Mr Siddhartha Shan¬ 
kar Ray’s ministry completed five years in 
office and the West Bengal government 
issued on that day a full page advertisement 
in Calcutta's newspapers, highlighting its 
achievements. The advertisement referred 
to the massive increase in development 
expenditure that had been incurred since 
the ministry came into power, the efforts 
at resource mobilisation, the progress in 
agriculture, land reforms and industrial 
development as well as in other fields like 
improvement of Calcutta, education and 
employment programmes. Mr Ray's 
ministry is certainly entitled to credit for 
restoring law and order and for initiating 
various schemes for the development of 
industry and agriculture but, considering 


the prolonged period of stagnation in the 
state’s economy prior to March 1972 and 
the vast scope for growth in West Bengal, 
the ministry should have done much more 
for giving a strong and sustained stimulus 
to all-round progress. 

For instance, why has the government 
not given adequate attention to power? 
In the one-page advertisement issued by 
the government, just four sentences refer 
to power but they give no indication 
about the present situation or the avail¬ 
ability of power in the coming months. 
It said that a total of 45,300 circuit kilo¬ 
meter of transmission and distribution 
lines have been laid up to January 31, 
1977 and that at Santaldih thermal power 
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station, generation has reached an all- 
time record of 210 MW. 

The fact however is that industries are 
again facing acute shortage of power and 
there is no clear indication as to how soon 
the situation will improve. The expan¬ 
sion schemes at Santaldih, Bandel and 
Kolaghat which were expected to be 
completed during the fifth five year Plan 
are likely to come up only in the sixth 
Plan. The project of the Calcutta Electric 
Supply Corporation (CESC) for expanding 
its capacity by 240 MW, estimated to cost 
about Rs 95 crores, also has been held up 
due to financial constraints. The state 
government should have strongly urged 
the union ministry of Energy to clear this 
project and helped the CESC to obtain 
the necessary money from the financial 
institutions or from World Bank. But the 
state government does not seem to have 
shown much interest in this scheme pro¬ 
bably because it is the affair of a private 
company but forgetting that the expansion 
of its capacity is of crucial importance 
to the development of industry. 

new projects 

The state government has claimed that 
in 1974 and 1976, the central govern¬ 
ment approved 582 new industrial pro¬ 
jects, involving investment of Rs 731.35 
crores, against 258 projects with an invest¬ 
ment of Rs 148.59 crores approved in 
1967 and 1970. But how many of the 
projects approved since the present minis¬ 
try was formed have started production? 
In what ways is the state government 
actively helping the entrepreneurs who 
have received industrial licences to imple¬ 
ment them? It is stated that out of 117 
units, with a total project cost of 
Rs 197.70 crores, assisted by the West 
Bengal Industrial Development Corpora¬ 
tion till December 1976, 35 had gone into 
production. But no indication is given as 
to when the others are expected to start 
production. 

The steep increase in the annual Plan 
size is, of course, an important achieve¬ 
ment of Mr Ray’s ministry since it has 
been made possible by effective mobilisa¬ 
tion of resources. The aggregate size of 
the annual Plan for the first three years 
of the fifth Plan was Rs 561 crores, which 
is Rs 40 crores more than the total size 


of the plans for the entire 15 years cover¬ 
ed by the first three five-year Plans. It is 
stated that the percentage increase in 
West Bengal's Plan size since 1972-73 is 
the highest in the country. It is also 
significant that the sales tax collections 
jumped from Rs 74 crores in 1971-72 to 
Rs 159 crores in 1975-76 and small savings 
from Rs 34 crores to Rs 73.18 crores in 
the same period. But, despite the impres¬ 
sive increase in Plan expenditure, a wide 
range of industries continues to be sick 
and many remain closed. By 1976-77, the 
state government spent Rs 7.55 crores 
for the revitalisation of closed and sick 
units. But no information is available 
about the number of units that have been 
revived. 

Mr Ray’s ministry could have done 
better, if New Delhi’s attitude had been 
more helpful. On several projects which 
are of considerable importance to West 
Bengal’s economy such as petrochemical 
complex and shipyard in Haldia a*id the 
free trade zone near Dum Dum, the 
central government has been unable to 
take a firm decision although they have 
been under study for the past several 
years. Besides, the flow of orders for 
industries in West Bengal from the central 


The emergence of a larger overall defi¬ 
cit of Rs 425 crores in the revised esti ¬ 
mates of the central budget for 1976-77 
against the original estimate of Rs 328 
crores, even with an increase in revenue 
and capital receipts by Rs 1117 crores, 
has come as a great surprise in stock and 
money market circles. It had been gene¬ 
rally hoped that the central exchequer 
would find it difficult to use the large 
resources at its disposal on account of the 
earlier reports that the expenditure on 
Plan schemes had not been taking place at 
the desired rate and there were also no 
indications of an increase in Reserve Bank 
credit to government departments. Indeed 
it was even claimed by government spokes¬ 
men some time back that there had been 
a decline in Reserve Bank credit to 
government and the overall deficit too 


government’s departments continues to 
be inadequate and irregular. 

At the annual meeting of the Associa¬ 
tion of Indian Engineering Industry 
(Eastern Region), held in Calcutta on 
March 28, 1977, Mr B.K. Jhawar, the 
chairman, said that this region had missed 
new growth industries like machine tools, 
equipment for power generation, atomic 
energy and petrochemicals. He suggested 
that special consideration should be given 
to the units in the eastern region so as to 
enable them to diversify their production 
and participate in the equipment-building 
programme for the oil industry. He also 
pointed out that the growth of the FERA/ 
MRTP companies, located in the eastern 
region, had b:en restricted. In a particular 
case, a company had been given MRTP 
hearing after a period of 13 months. Mr 
Jhawar suggested that since many of these 
companies had the financial and manage¬ 
ment resources, they should be encourag¬ 
ed to expand their activities. It is hoped 
that Mr Desai’s government will sym¬ 
pathetically consider the problems of 
West Bengal in view of its importance 
to the country’s economy from the 
point of view of development and 
defence. 


was likely to be less than the budget 
estimate. 

The expectations in this regard however 
have been belied. The increase in overall 
deficit by Rs 97 crores has come about on 
account of the conversion of a budgeted 
revenue surplus of Rs 529 crores into a 
deficit of Rs 47 crores even with an in¬ 
crease in revenue receipts by Rs 288 
crores. The buoyancy in tax revenues 
has been such that the budget estimates 
in respect of receipts from direct taxes 
have been considerably exceeded and even 
the excise duty collections were satisfac¬ 
tory in spite of recessionary trends in some 
directions. Non-tax revenue too was 
higher though the improvement would 
have been more pronounced. However, 
as stated earlier, even with an increase in 
receipts of Rs 288 crores a deficit of Rs 47 
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crores has been incurred because of an 
increase in expenditure by Rs 864 crores. 
It is this big rise in expenditure for non- 
Plan purposes mostly that has upset the 
formulation of budget estimates for 
1977-78 and fears have been expressed in 
stock market circles about the new 
Finance minister being compelled to 
resort to additional taxation or prune 
Plan outlay suitably in order to avoid 
deficit financing or fresh taxation. 

The actual position, however, cannot 
be so unsatisfactory as it has been gene¬ 
rally painted, though it must be admitted 
that the union Finance ministry has been 
profligate in utilising available resources 
and care has not been exercised to use 
purposefully available resources and pro¬ 
duce a balanced budget for 1976-77, in 
the revised estimates. The big increase 
in expenditure is of course due to buffer 
stock operation with the Food Corpora¬ 
tion getting R$ 506 crores against Rs 300 
crores. The subsidy in respect of sales 
through fair price shops is estimated at 
Rs 175 crores and the expenses on the 
maintenance of buffer stocks at Rs 273 
crores. A provision of only Rs 400 crores 
has been made on these accounts in the 
revised estimates and the balance of 
Rs 106 crores is in respect of arrears of 
the earlier years. 

high allocation 

The allocation for 1977-78 is neces¬ 
sarily high at Rs 460 crores as the 
cost of maintenance of buffer stock 
may be easily Rs 350 crores assuming 
that there will be average stocks of 16 
million tonnes in the year and the issues 
through fair price shops will involve a 
subsidy of at least Rs 175 crores. The 
budget provision for the new financial 
year cannot therefore be considered heavy 
and it has to be determined how buffer 
stock operations should be carried 
out and base and operational stocks 
maintained at optimum levels. In any 
case pending fresh adjustments and the 
evolution of new policies, an outgo of 
a minimum of Rs 500 crores on this 
account appears inevitable. 

There is room for a more careful handl¬ 
ing of the huge resources at the disposal 
of the central government. It has to be 
closely examined how expenditure on 


foreign trade promotion is being incurred 
as there is a rise of over Rs 105 crores 
under this head. Also in respect of grants- 
in-aid to state governments, there is a big 
increase of Rs 276 crores which can be 
due to exceptional factors or extension 
of patronage. 

The subsidies on sales of fertilisers 
and other forms of help to agricul¬ 
tural development have also been 
responsible for an increase in expenditure 
by Rs 272 crores and the allocation under 
this head in 1977-78 is again high. It 
has, therefore, to be examined how there 
can be a saving of at least five per cent 
in the revenue budget of Rs 9408 crores 
for 1977-78 so that the deficit of Rs 129 
crores can be converted into a surplus. 
There can also be larger receipts through 
tax revenue as there is scope for levying 
an export duty on tea and there may be 
also an increase in receipts through 
customs duties with larger imports of 
dutiable items. The additional revenues 
in this regard may be easily Rs 200 crores. 
Even with these adjustments the overall 
deficit of Rs 632 crores can be elimi¬ 
nated. 


minimising outlays 

It will also be possible to minimise 
financial outlay on Plan schemes if grain 
stocks also can be partly used for meeting 
expenditure by effecting part payments 
of wages in kind. The central government 
should have at its disposal food stocks 
which have been imported earlier under 
concessional aid or against grants. These 
stocks may easily have a value of 
Rs 400-500 crores. The buffer stock can be 
reduced by at least 3 to 4 million tonnes. 
There will be so much saving in storage 
expenses which work out to over Rs 17 
per quintal excluding interest charges. 
There will also be less damage due to 
deterioration in storage with lower level 
of physical stock. 

It has to be remembered at the same 
time that the larger deficit for 1976-77 is 
due to larger loan assistance to state 
governments and public sector under¬ 
takings and to that extent the liability of 
the government is less though it is forking 
out the required funds. It is noteworthy, 
however, that even with higher capital 
expenditure the deficit on this account is 


lower at Rs 378 crores against Rs 857 
crores budget. The deficit on capital 
account next year is placed at Rs 503 
crores apart from a revenue deficit of 
Rs 129 crores. This is the first time in 
recent years that there is a deficit in 
both revenue and capital accounts, even 
when framing the budget estimates for a 
new financial year. The deficit on capital 
budget for 1977-78 can be very much less 
as net borrowing through open market 
loans can be easily Rs 1000 crores against 
the estimate of Rs 889.75 crores. There 
can also be larger receipts under small 
savings campaign and other heads. 

encouraging outlook 

The outlook for the new financial year 
is not, therefore, in any sense discourag¬ 
ing. Mr H.M. Patel, the new Finance 
minister, may even find that the actual 
deficit for 1976-77 was much less than 
Rs 425 crores as the allocations may not 
have been fully utilised and there are also 
indications to the effect, as stated earlier, 
that deficit financing has not been on a large 
scale up to March 25. With buoyancy in 
revenues and stimulation for demands for 
excised commodities there can certainly 
be a big step up in Plan outlay. Mr Patel 
is naturally opposed to deficit financing 
and is probably of the feeling that there 
can be greater generation of employment 
with investment being made in larger 
doses in more labour intensive schemes. 
How it will be possible for him to effect 
readjustments in Plan allocations remains 
to be seen. 

There is no reason why the initial alloca¬ 
tion cannot be around Rs 9500 crores on 
Plan account instead of Rs 10,000 crores 
and the position can be reviewed later in 
the light of new developments. Since it 
is expected in many quarters that the 
structure of excise duty will be rationalis¬ 
ed and the cost of the imported equip¬ 
ment minimised with a lowering of 
prohibitive duties and it is also hoped 
that correct solutions will be found for 
improving the health of sick industries 
and enabling new industrial undertakings 
to operate on a viable basis, Mr Patel has 
a special responsibility when finalising the 
budget estimate. If a correct lead is not 
provided in May the economy may not 
gain the desired momentum. 
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CAPITAL'S 

CORRIDORS 

R. C. Ummat 

A democratic precedent • Gleanings from 
parliament proceedings 


Besides expeditiously initiating steps to 
put democracy back on the rails, the 
Janata party government has set a prece¬ 
dent on the British model by inviting the 
leader of the opposition to the use of the 
governmental media of information to 
reach the masses. The prime minister, 
Mr Morarji Desai, went on the AIR and 
the television network in the country on 
April 4. The leader of the opposition, 
Mr Y.B. Chavan, was provided this faci¬ 
lity the very next day. 

The prime minister in his broadcast to 
the nation dwelt at some length on the 
issues facing his government and the poli¬ 
cies which it proposed to follow. He 
declared that true discipline could not be 
based on fear. Gandhiji had taught the 
country self-discipline. The citizens, 
severally and collectively, had to ensure 
that discipline and restraint without which 
freedom would degenerate into licence. 

The prime minister further declared 
that freedom and bread were not competi¬ 
tive even in a developing society. The 
two went hand in hand and must never 
be separated. 

judicial Independence 

Talking about freedom, the prime 
minister observed that the government 
would free the information media and 
provide adequate safeguards for judicial 
independence. The strength of democacy, 
he pointed out, lay in its institutions and 
traditions. Even in the darkest hours 
(of emergency), so many men and women 
in every profession and walk of life 
refused to bend their knees before indo¬ 
lent might. “This is the tradition on 
which we must rebuild our institutions 
and ensure that they are never again 
quite so vulnerable to subversion for 
partisan ends”. 

The prime minister assured the state 


governments of the opposition parties that 
they need not worry about possible lack 
of cooperation from the central govern¬ 
ment. “We are not out to secure defections 
to topple administrations”, he said. 

Referring to the geographical distribu¬ 
tion of seats won by the Janata Party 
in the new Lok Labha, Mr Desai said 
that the people of the south should 
have absolutely no fear that their inter¬ 
ests would be overlooked. His, he said, 
was a national government and no region 
or segment of population had any reason 
to feel orphaned. If anyone had some 
fears, they were groundless and the 
legitimate aspirations of the people would 
be fulfilled. 

ending destitution 

Recalling that his party had promised 
in its election manifesto to end destitu¬ 
tion within a decade, the prime minister 
stressed that this could not be done by a 
few people, however wise, sitting in Delhi 
or in state capitals. This could only be 
achieved through the devolution and 
decentralisation of political and economic 
power and with the participation of the 
people. The centralised state, he said, 
was a menace to democracy. 

The prime minister further stated that 
the village was to be made the base of the 
country’s economic progress, as since 
ancient times ours had been predominen- 
tly a village-based society with 80 per cent 
of the population living in villages. ‘‘It 
is the villages and the villagers”, he 
stressed, “who must ftel the glow of 
change for the better”. The prime minis¬ 
ter stressed the need for reversing the 
process of villagers coming to cities in 
s;arch of labour and employment. In¬ 
stead, townsfolks, he added, must go to 
the villages for an open life combining it 


with the service to the people and making 
their contribution to economic build-up 
and prosperity of rural areas and through 
it that of the country. 

Re-affirming every individual’s right to 
work, Mr Desai stated that his govern¬ 
ment would refashion economic program¬ 
mes and priorities in order to maximise 
employment. The foodstock available 
with the government had to be utilised 
for sustaining work programmes. 
Gandhiji’s concept of ‘antyodya’, he said, 
was not merely a moral precept but also 
an economic and social imperative. 

small industry 

Household and small industy, Mr 
Desai said, could generate untold wealth 
and harness the productive capacity of the 
millions of people through appropriate 
technology, especially in supplying wage 
goods for mass consumption. The big 
city, the big machine and big science had 
their place, but they could not claim a 
prescriptive right to preference and domi¬ 
nance. The government had to create a 
culture that was egalitarian and not 
exploitive. Dual societies of the rich and 
the poor and the cities and the villages 
could no longer be tolerated. “We must 
not think of town and country as separate 
and rival entities or cultures, but as 
integrated of interdependent settlements 
within finite regions. 

To raise the necessary finance for the 
development of the country, the prime 
minister declared that people had to earn 
as much as they could, spend only as 
much as was necessary, save as much as 
they could and out of the savings invest 
to the maximum extent in productive 
enterprises or deposits in banks and 
government loans. Only then the coun¬ 
try would be able to maximise its deve¬ 
lopmental effort and reduce foreign 
commitments. 

The prime minister pertinently men¬ 
tioned the growth in the foreign exchange 
resources of the country in the recent 
past, but he cautioned that the country 
could not rest on its laurals in this regard. 
He started: “Not only do we have to 
keep it up but we have also to improve 
our financial resources to sustain econo¬ 
mic growth which should be adequate to 
take us a sufficiently long way on the 
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road to a welfare state before the turn 
of the present century”. 

To those concerned with business and 
industry, Mr Desai commended the 
Gandhian principle of trusteeship of 
wealth; they must contribute to the 
nation out of full utilisation of the pro¬ 
ductive capacity of their units. He called 
upon them to eschew temptation to ex¬ 
ploit people’s needs to raise prices and 
make unjustifiable gains. Instead they, 
he said, should ensure that through 
productive efforts and expansion they 
make the country prosperous and econo¬ 
mically strong. 

No one in the present age of enlighten¬ 
ment, the prime minister stressed, could 
deny labour its just reward. But demands, 
he added, could not justify loss of pro¬ 
ductive effort to the nation. The country 
had to go forward and not to stagnate or 
go backwards. This, he stressed, implied 
that we must produce as much as we can 
and increase the cou try’s wealth. He 
assured the working class that the 
government would not be a party to the 
denial of fair play and justice to them. 

genuine non-alignment 

In the the field of foreign relations, his 
government, Mr Desai said, would follow 
the path of genuine non-alignment with¬ 
out fear or favour, affection or illwill. 
This and the collective cooperative efforts 
for the solution of economic and social 
problems the world over were going to 
be the guiding principles of his govern¬ 
ment’s foreign policy, he said. 

In his broadcast to the nation, the 
leader of the Congress parliamentary 
party and leader of the opposition, 
Mr Y.B. Chavan, made a fervent plea for 
a broad national reconciliation so that 
the country could prosper in all spheres 
of life and activity. Whatever aberrations 
might have taken place in the past, Mr 
Chavan stressed, “we must now move 
onwards in harmony. There has been 
enough bitterness and controversy over 
the last few years”. 

Mr Chavan felt that the verdict of 
people against his party was not against 
the basic principles of his party or its 
substantial achievements. The basic poli¬ 
cies of the Congress were national unity, 
secularism, socialism, democracy, plan¬ 


ned development, rapid development of 
industry, harnessing of science and 
technology to the development of the 
nation, non-alignment, solidarity with the 
African liberation struggle and the just 
cause of the Arab people.and the good 
relations wherever possible with neigh¬ 
bours. The anger of the people, he 
emphasised, was agianst overzealous and 
harsh implementation of some of these 
policies during the recent emergency 
period. This abuse, he opined, was a 
national tragedy. The election results, he 
pointed out, had proved the inherent 
strength of Indian democracy. 

* * 

The Lok Sabha repealed this week 
the Prevention of Publication of Objec¬ 
tionable Matters Act to ensure freedom 
of the press which is essential for the 
successful functioning of democratic insti¬ 
tutions. This bill had been adopted by 
the previous Parliament. The repealing 
act is expected to be passed by the Rajya 
Sabha before it adjourns on April 11. 

Another important bill concerning news 
media adopted by the two Houses was the 
Parliamentary Proceedings (Protection of 
Publication) Bill which would enable these 
media to report substantially true reports 
of the proceedings in Parliament without 
being exposed to civil or criminal action. 
The passage of this bill restored the 
privilege of the news media which was 
taken away during the emergency when 
an earlier bill (of 1956) on the Subject 
was repealed. 

The two Houses also adopted the 
Finance Bill, 1977, which aimed at conti¬ 
nuing for the current financial year the 
existing rates of income-tax with certain 
modifications and providing for the 
continuance of the provisions relating to 
auxiliary duties of customs and excise. 
An important provision in this bill has 
discontinued the duty on salt. 

The government, however, could not 
push through the 43rd amendment of the 
Constitution which sought to reverse to 
five years the terms of the Lok Sabha and 
the state legislatures, scrap the sweeping 
rights to declare associations anti-national 
and provide for uniform law for election 
petitions. It was introduced in the Lok 
Sabha on the final day of the session in the 


hope that it could be adopted with the 
support of the opposition, particularly in 
the Rajya Sabha where the Janata party 
does not as yet have majority. The denial 
of support by the Congress prevented the 
government from pursuing this bill during 
the current session. It is expected to be 
taken up during the regular budget 
session next month. 

important statements 

The following important statements 
were made in Parliament this week: 

(i) The union government has started 
serious studies on the proper institutional 
arrangements for declaring water as a 
national resource. The centre would play 
a more positive role in regard to alloca¬ 
tion and regulation of waters of interstate 
rivers and formulate modalities to settle 
them in the minimum possible period. 

(ii) The government is actively consi¬ 
dering to enforce total prohibition in the 
country in line with directive principles 
of state policy enshrined in article 47 of 
the Constitution. Efforts arc being made 
to induce the state governments to imple¬ 
ment the programme of prohibition. 

(iii) The union government proposes 
to open a few more regional rural banks. 
Of the proposed 60 such banks, 47 banks 
have already been established. Locations 
and areas of operation of four more banks 
have been finalised. They are likely to 
be established by the end of this month. 
The remaining nine banks whose locations 
have yet to be decided upon would be 
established in the next few months. So 
far, 85 districts in 16 states have been 
covered by the regional rural banks 
scheme. The government docs not want 
to hand over the w ork of meeting the 
credit requirements of the rural people to 
private individuals. 

(iv) A commission of enquiry is being 
set up under the Commissions of Inquiry 
Act, 1952, to look into all complaints 
of excesses, malpratices and abuse of 
authority during the emergency and all 
related matters thereto. The commission 
will be headed by an eminent judge. The 
exact terms of reference and the mode of 
inquiry will be determined after taking 
into consideration the advice of the 
chairman of the commission. 
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The excise relief scheme : 

D .R P. n4M new anomalies 


A scheme of excise relief on increased production of selected 
industries was introduced last year. Quite a few anomalies have 
remained in this scheme, even after the government issued a 
clarification press note on February 19. In this analysis, written 
specially for the attention of the authorities in New Delhi, Mr D.R. 
Pendse, who is Economic Adviser to the Tata Group of Companies 
and also the Chairman of the Finance, Taxation and Banking 
Committee of the Maharashtra Chamber of Commerce, Bombay, 
discusses some of the anomalies. 


In his budget speech in March 1976, the 
then Finance minister announced the 
government’s decision to introduce ‘a new 
scheme of excise duty relief to encourage 
higher production’. The scheme itself 
was announced on June 16, by a noti¬ 
fication. While economists and represen¬ 
tatives of industry expressed reservations 
on some of the specific provisions of this 
scheme, it was on the whole welcomed as 
a step in the right direction. 

Subsequently, some confusion was 
created with the news that the Collector 
of Excise, Pune, had issued a trade notice 
on December 28, 1976, to the effect that 
manufacturers were obliged to pass on to 
the consumer the benefit under this 
scheme. Several representations were 
made to government and it is to the 
credit of the concerned authorities that 
they considered the matter prompetly 
and the confusion was largely resolved 
by the issue of a Finance ministry 
press note dated February 19, 1977. 
The press note in effect retraced from the 
stand taken by the Pune Collcctorate, and 
stated that ‘it is for the manufacturer to 
decide whether the benefit of the duty 
exemption earned by him should be 
retained by him or not.’ A formula, as 
given in the press note, is now to be 
applicable for cases where the excise duty 
is ad valorem. 

need for clarification 

Even after this press note, some points 
still call for clarification. Some of these 
points arise because of the press note, 
others from the original notification 
itself. This note hopes to deal with a 
few of these. 

The objective of the scheme is to en¬ 


courage production. The Finance minis¬ 
ter said so in clear terms (quoted above). 
Even the trade notice (No. 41/76) issued 
by the Nagpur Collectorate to explain 
the salient features of this scheme for the 
information of trade, starts with a title 
‘incentive scheme’, and refers to this 
scheme as ‘Central Excise Scheme of 
Excise Duty Relief to encourage higher 
production ’ (emphasis added). Thus, any 
relief under the scheme is intended for 
the manufacturer as an encouragement 
and incentive for higher production. 
Once he earns the duty relief, it is for 
him, as the latest press note rightly reite- 
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rates, to decide how best to use this relief 
to boost the production. 

It follows that the manufacturer should 
get the full benefit to which he is eligible, 
without any obligatory deductions. 

This apparently simple point is em¬ 
phasised because, as we would presently 
see, the new formula introduced works in 
such a way that it compulsorily takes 
away a part of the benefit. In personal 
discussions, however, the following views 
are expressed in official circles:— 

(a) That the notification of June 16 
does not specifically say either that 
the scheme is to encourage produc¬ 


tion, or that the benefit should be 
available for the producers. 

(b) The notification is the ultimate 
guide, and not the speeches. 

(c) It is not necessary that the full 
benefit must reach the producer in 
every eligible case. The actual 
benefit in any case would depend on 
several factors such as (i) whether 
the duty is specific or ad valorem; 

(ii) the rate of ad valorem duty; 

(iii) whether the manufacturer is 
willing to pass on the entire benefit 
to the consumer etc., etc. 

some observations 

The following observations need to be 
made in this connection: 

(i) First, the notification only expresses 
the government's intentions; and if 
it has not expressed it faithfully, it 
needs to be amended. The objec¬ 
tive of the scheme need not be 
adjusted to the text of the notifica¬ 
tion. 

(ii) Secondly, what is offered in the 
notification should not be further 
reduced by means of press notes, 
formulae or administrative decisions. 

The specific points that are discussed in 
the following paragraphs presuppose an 
agreement on this objective. Given this 
agreement, it is really a matter of skilfully 
administering the scheme by prescribing 
the formulae etc. in such a way as would 
faithfully translate this policy-objective 
into practice. 

The original scheme (June 16 notifi¬ 
cation) clearly provided that the concerned 
manufacturers had to pay just 75 per cent 
of the excise duty. They were exempt from 
paying the balance 25 per cent. To quote: 

“...the central government hereby 
exempts the excisable goods...from so 
much of the duty of excise leviable there¬ 
on...as is in excess of seventy-five percent 
of such duty...” 

However, as a result of the new for¬ 
mula, in all cases where the duty is ad 
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valorem , the actual exemption will be 
always less than 25 per cent. If the rate of 
duty is 10 per cent, the actual benefit 
would be 23.3 per cent; if the duty rate is 
50 per cent, the actual benefit would be 
18.18 per cent; and if it is 100 percent, 
the benefit is a mere 14.29 per cent. 

Thus, the formula, introduced with the 
purpose of administering the scheme, 
would conflict with the scheme, and to 
that extent needs to be corrected. 

As was briefly seen above, the formula 
in effect tends to discriminate amongst 
manufacturers of different goods attract¬ 
ing different rates of ad valorem duty. 
The higher is the ad valorem rate of excise 
duty, the greater is the difference between 
what is due to the manufacture and what 
he actually gets because of the formula. 
This is illustrated in the table below: 


Rate of Benefit as % of duty rate 

Benefit 

duty 



lost 

As intended 

As available 




in notifica- 

under 



tion 

formula 

(2)-(3) 

a) 

(2) 

(3) 

(4) 

10 

25 

23.26 

1.74 

20 

25 

21.74 

3.26 

50 

25 

18.18 

6.82 

75 

25 

16.00 

9.00 

100 

25 

14.29 

10.71 


Such a discrimination would be diffi¬ 
cult to justify on grounds of economic 
policy. More importantly, it would con¬ 
flict with the notification which does not 
contemplate any such discrimination. 

In this connection, a point is some¬ 
times made that the quantum of duty 
relief should be considered and not its 
percentage. e.g., if the pre-excise price is, 
say, Rs 100, then excise relief is Rs 2.33 
for a product taxed at 10 per cent ad 
valorem, and it is Rs 9.10 for another 
taxed at 50 per cent. 

It is necessary to point out in this connec¬ 
tion that the quantum of relief depends not 
only on the ad valorem rate,but also on the 
pre-excise price. If this price of a product A 
is Rs 10,000, at 10 per cent excise rate, the 
absolute relief available to the manufac¬ 
turer will be Rs 233; and for another 
product B with a price of Rs 100 and an 


excise duty rate of 50 per cent, the relief 
will be only Rs 9.10! That is why, con¬ 
sideration of the absolute amount of relief 
is not particularly meaningful. 

Even under our direct tax system, the 
incentives (such few that they are), are 
granted with reference to percentages and 
not with reference to absolute amounts. 
Take, for example, the case of investment 
allowance. For private companies attrac¬ 
ting corporate taxation at 60 per cent, an 
eligible investment of every Rs 100 in plant 
and machinery results in a saving of Rs 15 
due to investment allowance; but for 
public companies, with corporate tax rate 
of 55 per cent, the saving would be less at 
Rs 13.75. But still investment allowance 
stands, as it should, at a uniform rate rf 
25 per cent in both cases. It is, therefore, 
not convincing to justify the anomaly 
created by the formula, on grounds that 
the quantum of relief is higher. 

a discrimination 

Ar other discrimination is introduced as 
a result of the 'clarification' contained in 
the press note. Since the formula does not 
apply to specific duties, manufacturers of 
specific-duty-products will continue to get 
the full 25 per cent benefit of duty exemp¬ 
tion. But manufacturers of ad valorem - 
duty-products will, as we saw above, never 
get the full 25 per cent benefit. This dis¬ 
crimination by administrative clarification 
would again conflict with the original 
notification under which all eligible 
manufacturers should stand to get the same 
i.?., the full 25 per cent benefit. 

Incidentally, in case of specific duties, 
the full benefit is available, irrespective 
of the actual rate of specific duty. In 
other words, the higher the rate of speci¬ 
fic duty, the amount of relief will natu¬ 
rally be higher. This is how it should be 
and it further corroborates the point 
made above that the actual amount of 
relief is immaterial; the amount as a per¬ 
centage of the basic excise is the one to be 
considered. 

The scheme as it stands now may also 
work as an export deterrent. Manufac¬ 
turers cannot avail of this benefit if they 
export any part of the production, after 
reaching the base clearance point. 

It may appear that this deterrent acts 
only for a short time every year for older 


units, where the base clearance is the 
highest of the three previous years’ clear¬ 
ances. But for new units, where the base 
clearance is very low, or even zero, this 
can be a sizable disincentive for a good 
length of the year. 

In this connection, the argument ad¬ 
vanced is that since in case of production 
under bond for exports, excise duty is 
already nil, there is no question of giving 
a further 25 per cent relief from excise. In 
this connection, the following points need 
to be made: 

accepted objective 

In the first place, export promotion is 
an accepted objective of economic policy, 
and any scheme that acts as a disincen¬ 
tive, small or big, needs modification. 

Secondly, this scheme is for encourag¬ 
ing production as a whole, not only pro¬ 
duction for domestic sale; and, as such, 
discrimination against exports would con¬ 
flict with the objective. 

Thirdly, the scheme specifically includes, 
and very rightly, production for exports 
for the purpose of calculating the base 
clearance itself. There appears to be no 
reason to exclude from the excess pro¬ 
duction, production for export for the 
benefit of excise relief. 

It is, therefore, necessary to provide 
explicitly that production for exports will 
also be eligible for the production incen¬ 
tive equivalent to 25 per cent of the excise 
duty rate. 

It is sometimes pointed out in this con¬ 
nection that the present scheme is made 
under Section 8 of the Central Excise 
Rules and that any scheme under this 
particular section precludes such a pro¬ 
vision. This is an important point, but 
since the authorities are also convinced 
about the importance of exports promo¬ 
tion, it is submitted that the authorities 
should consider as to which is the more 
appropriate section of the Central Excise 
Rules that would translate the policy 
objective of the scheme. 

In many cases, substantial portions of 
production are sold to government 
(DGS&D), defence or to large and bulk 
buyers. In many such cases, the price 
before excise and other duties, is agreed 
upon; and the buyer further undertakes to 


■astern economist 


695 


APRIL 15,1977 



reimburse to the manufacturer, actual 
excise duties, sales tax and octroi that 
may be paid by him. 

As a result of the formula proposed 
under the press note, during the period 
of excess production, the assessable value 
is higher and actual excise paid is lower; 
vis-a-vis the period prior to reaching the 
base clearance level. 

Thus, these buyers are unlikely to 
accept such abrupt changes automati¬ 
cally. Long correspondence, fresh nego¬ 
tiations and rewriting of agreements will 
result in many cases, invariably leading to 
considerable delay in the manufacturers 
getting payment of the higher assessable 
values. 

Further, the moment the new financial 
year begins, the whole exercise will have 
to be reopened afresh! 

mitigating difficulties 

The formula may please be given a 
closer look with a view to mitigating these 
difficulties. 

The scheme as it stands is resulting in 
some most unanticipated responses from 
manufacturers. 

One of them would prefer not to avail 
of the relief, and continue to pay the full 
rate; because, temporary changes in pre- 
excise prices (i.e. assessable values) are in 
his view bad for good customer relations. 

Another manufacturer would like to 
pass on the duty relief to the consumer; 
but he fears that the benefit will vanish in 
the intermediate trade channel and there 
is no way of ensuring that the final con¬ 
sumer receives the benefit. 

These responses are indicative of the fact 
that in these cases, the scheme ceases to 
be an encouragement to production. This 
will be unfortunate, and therefore it 
needs to be checked in time. 

Some of the anomalies and complica¬ 
tions to which the administration of this 
scheme is giving rise, have been mention¬ 
ed above. A close study of these gives an 
impression that most of these are created 
because this is devised as an ‘excise relief’ 
scheme and riot an ‘excise rebate’ 
scheme. For, under a rebate scheme, 
manufacturers would pay the full excise in 
the first instance, and latter claim a refund, 


or rebate, after presenting the accounts 
and evidence to the tax authorities. 

But ‘rebate’ schemes have their own 
weaknesses and the experience with these 
has been far from encouraging (recall the 
sorry plight of the tax credit certificates 
scheme, 1965). The long, long delays and 
the cumbersome procedures involved in 
the process of getting these rebates and 
refunds* was one of the major weaknesses; 
and a ‘relief’ scheme in preference to a 
rebate scheme was suggested specifically 
to avoid these delays and make an im¬ 
mediate impact on the cash flow positions 
of the manufacturers. 

It is hoped that this laudable motive 
will not have to take a back seat simply 
because correct words and formulae to 
express it elude us., The scheme may then 
fail to generate enthusiasm among the 
manufacturers, (e.g., t the two responses 
cited above). 

This is no doubt a challenge to the 
administrative geniuses; and there is 
every reason to believe that they can 
come up with the right solutions, given a 
a concerted and concentrated effort to 
ensure; 

(a) that the full 25 per cent benefit would 
be available on the spot to all eligible 
manufacturers; without any discrimi¬ 
nation amongst them; and 


(b) that complications with reference to 
bulk buyers, and exports, will not 
axifee. 

Two observations need to be made in 
conclusion; 

First, the best indicator of the success 
of the scheme will be the quantum of 
relief that the manufacturers as a whole 
are receiving. On the national plane, 
the higher the quantum of relief, the 
greater is the increase in production that 
it implies in these important industries. 
That is why the first year of the opera¬ 
tion of this scheme is important. It will 
be vital to the success of the scheme that 
it is free from restrictive formulae and 
procedures; as this shies away all the 
eligible manufacturers. 

Secondly, it is of utmost urgency that 
the above points are carefully considered. 
Apart from the adverse psychological 
effect these anomalies may be having, for 
a large number of eligible manufacturers 
the financial year ends on March 31 
and therefore most of these have either 
just completed or are on the verge of 
completing the base clearances. Unless, 
therefore, clear instructions are received 
by the various local excise collectorates, 
the ‘excess’ production eligible for relief 
may got caught in disputes regarding 
interpretations and remain blocked at 
factory gates. 
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POINT OF VIEW 


Education in the five-year Plans 

Th« author who is Loctursr in Economics in Delhi Universjity and 
Research Scholar at the Delhi School of Economics and the 
Institute of Economic Growth, Delhi, reviews the development of 
education during the Plan periods with respect to enrolment, 
number of schools and outlays and highlights the paradox 
of the objective of universal primary education receding in spite 
of the enrolment explosion in schools. 


“A good system of education tuned pro¬ 
perly to national life, needs and aspira¬ 
tions can be the most potent instrument 
of national development. But an educa¬ 
tional system that is inappropriate or un¬ 
suited to national needs can become a 
great impediment to progress and may 
even take the country downhill”. (J. P. 
Naik 1968; 84) 

Various studies made by different 
researchers clearly reveal that invest¬ 
ment in education has been a major 
source of economic growth in ad¬ 
vanced countries, while the negligible 
quantity of educational investments in 
underdeveloped countries is prime cause 
of their economic backwardness. The 
advanced economies have large financial 
and physical resources at their command. 
So they can afford to pay less attention to 
human resource utilisation, for the defici¬ 
ency of human resources can be easily 
compensated by the huge stock of material 
resources. But this is not the case with 
developing economies. As they do not 
possess large quantities of physical resour¬ 
ces, the governments of the growing eco¬ 
nomies should lay heavy emphasis on 
human resources and their development. 
But the situation appears to be the 
reverse. The advanced economies are 
paying much attention to human resource 
development, while the backward econo¬ 
mies are backward in this respect also. 1 

a general review 

In this article in section 11 an attempt 
is made to review the educational develop¬ 
ment during the Plan periods in the post¬ 
independence India and, in the light of the 
stock of experience, the attention paid to 
education in the fifth five-year Plan is 
critically evaluated in section III, follow¬ 
ed by section IV in which our important 
achievements and failures have been exa¬ 


mined. However, this article does not 
pretend to be making any new sugges¬ 
tions for improving the Indian educatio¬ 
nal system. 

II 

First five-year Plan (1950-51 to 1955-56): 
Immediately after independence, the 
Planning Commission noted that no 
plan can succeed unless it invests in 
the improvement of human capital and 
also realised that in a democratic system of 
economic planning, leadership constitutes 
the crucial factor in organising the com¬ 
munity for action: leadership had to be 
developed not only at the apex but at all 
levels. This could best be done by expan¬ 
ding education. ‘The success of a demo¬ 
cracy depends on the growth of a spirit of 
cooperation, disciplined citizenship and 
the capacity of the ordinary citizen to 
participate intelligently in public affairs. 
It is essential therefore, that education 
should train the individual to place duties 
above rights and should develop in him 
the power of critical appreciation and the 
habit of logical thought.” (first five-year 
Plan: 221) 

The principal requirements of the edu¬ 
cational system, as noted by the Planning 
Commission were (i) the reorientation of 
its different stages and branches; (ii) ex¬ 
pansion in various fields, especially in the 
basic and social education; (iii) improve¬ 
ment of the existing secondary and uni¬ 
versity education and the devising of a 
system of higher education suited to the 
needs of rural areas; (iv) expansion of 
facilities for women’s education; (v) train¬ 
ing of teachers, especially women teachers 
any teachers for basic education; (vi) 
improvement in the pay scales and condi¬ 
tions of service of teachers; and (vii) 
finally, assitance to backward states and 
backward sections of the population 


whose educational progress was retarded 
in the.past. 

To meet the above mentioned targets 
the Plan provided about Rs 153 crores— 
Rs 34 crores at the centre and Rs 119 
croires in the states. The educational 
programmes were expected to train the 
individual to place obligations above 
rights and to help the growth of creative 
faculties and of critical appreciation. A 
proportion of the outlay provided for in 
the first Plan related to the continuance of 
schemes of educational development which 
were introduced prior to the Plan. 

The distribution of outlay between 
different fields of education in the first Plan 
is also worth noting. Elementary educa¬ 
tion received top priority. A sum of Rs 85 
crores was spent on elementary educa¬ 
tion, Rs 20 crores on secondary education 
and Rs 14 crores on university education. 
Technical and vocational education receiv¬ 
ed a substantial outlay next to elemen¬ 
tary education. It was Rs 20 crores; Rs 5 
crores were spent on social education and 
Rs 9 crores on administrative and miscel¬ 
laneous purposes. 

considerable achievement 

The achievements made during the first 
Plan were by no means small. They have, 
however, to be seen against the back¬ 
ground of the magnitude of the total 
problem. The total enrolments in the 
country have increased from 24 million 
in 1950-51 to 32 million by 1955-56, i.e. 
the average annual growth rate is around 
6.7 per cent. The total educational ex¬ 
penditure has increased from Rs 1144 
million in 1950-51 to Rs 1897 million by 
the end of the Plan. It was about 1.9 per 
cent of the national income. The average 
annual rate of growth of total expendi¬ 
ture was 12.7 per cent during the first 
Plan period. 

Second five-year Plan (1955-56 to 
1960-61): The Planning Commission, in 
the second Plan, having taken into account 
the recommendations of the University 
Education Commission (1952), the Secon¬ 
dary Education Board (1952-53) and a 
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number of committees which had inquir¬ 
ed into educational problems, and having 
realised that the democratic socialist 
pattern of society demands widespread 
participation of the people in all activities 
and constructive leadership at various 
levels, provided for (i) a larger emphasis 
on basic education, (ii) expansion of 
elementary education, (iii) diversification 
of secondary education, (iv) improvement 
of standards of college and university 
education, (v) extension of facilities for 
technical and vocational education and 
(vi) the implementation of social educa¬ 
tion and cultural development programme. 

The system of education is found to 
have a determining influence on the rate 
at which economic progress is achieved 


and the benefits which can be derived 
from it. “Economic development naturally 
makes growing demands on human 
resources and in a democratic set-up it 
calls for values and attitudes in the build¬ 
ing up of which tin quality of education 
is an important element.” (second five 
year Plan: 500). 

The total expenditure on education, 
including engineering and technical edu¬ 
cation was Rs 273 crores in the second 
Plan. Elementary education received as 
usual the top priority: 35 per cent of the 
total investment was made on elementary 
education; secondary education received 
19 per cent of the total; university educa¬ 
tion 18 per cent. Technical education 
received a considerably higher amount in 


the second Plan than that in the first 
Plan. It was Rs 49 crores in the latter. 

The total enrolments in all the educa¬ 
tional institutions during the second Plan 
period increased at an average annual 
growth rate of 8.7 per cent; in absolute 
terms it was from 32 million to 46 million. 
The total expenditure on education— 
including direct and indirect expenditure— 
has increased to Rs 3444 million in 1960-61 
from Rs 1897 million in 1955-56. 

Over the decade 1951-61, the number of 
students in the country increased from 24 
million to 46 million. The number of 
schools has increased by more than 70 
per cent. Secondary education was reorg- 
nised by converting high schools into 
higher secondary schools, The propor- 


Table I 

Development of Education 



1950-5! 

1955-56 

1960-61 

1965-66 

1968-69 

1973-74 

(Estimates) 

Enrolment in classes B 

13.8 

17.5 

23.6 

32.2 

34.0 

41.3 

I to V (Age Group: 

(60.8) 

(72.0) 

(82.6) 

(96.3) 

(92.7) 

(99.6) 

6-11) in millions G 

5.4 

7.6 

11.4 

18.3 

19.9 

27.3 


(24.9) 

(32.8) 

(41.4) 

(56.5) 

(56.6) 

(70.1) 

T 

19.2 

25.1 

35.0 

50.5 

53.9 

68.6 


(43.1) 

(52.8) 

(62.4) 

(76.7) 

(75.1) 

(85.3) 

Enrolment in classes B 

2.6 

3.4 

5.1 

7.7 

8.7 

12.2 

VI to VIII (Age group: 

(20.8) 

(25.4) 

(32.2) 

(44.2) 

(45.6) 

(54.3) 

11-14) in millions G 

0.5 

0.9 

1.6 

2.8 

3.4 

5.9 


(4.3) 

(6.9) 

(11.3) 

(17.0) 

(18.3) 

(27.7) 

T 

3.1 

4.3 

6.7 

10.5 

12.1 

18.1 


(12.8) 

(16.5) 

(22.5) 

(30.8) 

(32.1) 

(41.3) 

Enrolment in classes B 

1.09 

1.65 

2.47 

4.07 

4.89 

7.09 

IX to XI (Age group: 

(9.3) 

(13.4) 

(17.5) 

(25.5) 

(28.3) 

(36.6) 

14-17) in millions G 

0.16 

0.33 

0.56 

1.20 

1.58 

2.61 


(1.5) 

(2.9) 

(4.3) 

(10.4) 

(9.5) 

(14.1) 

T 

1.25 

1.98 

3.03 

5.27 

6.47 

9.70 


(5.5) 

(8.3) 

(11.1) 

(16.9) 

(19.1) 

(25.6) 

Enrolment in the univer- T 

134 

228 

627 

1214 

1801 

3200 

sity stage (Age group 

(0.4) 

(0.6) 

(1.2) 

(2.3) 

(3.0) 

(4.5) 

17-23) in thousands 

Total educational expendi¬ 

1144 

1897 

3444 

6220 

8500 

12500 

ture (Rs in millions) 

Per cent of National 

1.2 

1.9 

2.4 

2.8 

2.8 

3.3 


Income at current prices 


Note : Figures in parentheses indicate percentages to the population in the corresponding age group. 
(B stands for boys, G for girls, and T for total) 
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tion of trained teachers has also increased 
during the decade considerably. 

Third five-year Plan (1960-61 to 1965-66): 
The importance that was given to edu¬ 
cation in the third Plan can be easily 
understood by the following lines quoted 
from the third five-year Plan document: 
“Education is the most important single 
factor in achieving rapid economic deve¬ 
lopment and technological progress and in 
creating a social order founded on the 
values of freedom, social justice and equal 
opportunity. Programmes of education 
lie at the base of the effort to forge the 
bonds of the common citizenship, to har¬ 
ness the energies of the people and to 
develop Ihe natural and human resources 
of every part of the country”, (p. 573). 

Development of education in the first 
two Plans created a momentum for eco¬ 
nomic growth. Yet there were large defi- 
j ciencies to be covered. One of the major 
aims of education in the third Plan was 
to “extend and intensify the educational 
effort and to bring every one within its 
fold, so, that.. in all branches of national 
life education becomes the focal point of 
planned development”, (p, 573). 

the objective 

In the field of general education, the 
objectives of the third Plan were as 
follows: (i) the main emphasis on the 
provision of facilities of the education of 
all children in the age group 6-11; (ii) ex- 
| tension and improvement of the teaching 
of science at the secondary and university 
stages; (iii) development of vocational and 
technical education at all levels; (iv) ex¬ 
pansion and improvements of facilities for 
the training of teachers for each stage of 
education: (v) increase in scholarships, 
freeships and other assistance. Special 
attention was also paid to the education 
of girls and to reduce the disparities in 
the levels of development in education 
between boys and girls. University edu¬ 
cation was to be reorganised and the 
research facilities to be expanded and 
improved. At all stages of education, the 
Plan aimed at developing both skill and 
knowledge and a creative outlook and a 
feeling of national unity. 

( * n the field of technical education, 
“programmes for the third Plan laid 
particular stress on increasing trained 


personnel in different fields at all levels, 
securing teachers in sufficient number 
provision of scholarships and fellowships 
for talented students, introduction of 
part-time, short-term and correspondence 
courses, development of special courses in 
certain fields, the proper utilisation of the 
available physical facilities, reduction of 
wastage and promotion of research*’, 
(p. 607). 

The total investment on education was 
Rs 589 crores—Rs 484 crores for general 
education and Rs 125 crores for technical 
education. The total enrolments had 
increased from 46 million in 1960-61 to 
nearly 70 million by 1965-66. The annual 
growth rate was more than 10 per cent. 
Total educational expenditure had increas¬ 
ed from Rs 3444 million in 1960-61 to 
Rs 6220 million in 1965-66, i.e., during 
the third Plan period the total educational 
expenditure as per cent of national income 
was 2.9 and the average annual rate of 
growth of educational expenditure was 
1 J.7 per cent in the same period. 

Thus the total educational expendi¬ 
ture during the three Plans increased 
from Rs 1144 million in 1950-51 to 6220 
million by the end of the third Plan, 
at a rate of 11.7 per cent a year. 
This was about 2.2 times the rate 
of growth of national income and 1.6 
times the rate of growth of enrolments. 
Most of this expenditure came from 
governmental sources, whose contribution 
increased from 57 per cent in 1950-51 to 


71 per cent in 1965-66. During this 
period considerable progress was made; 
but educational planning, it may be noted, 
suffered from the fact that there was no 
long term comprehensive plan integrated 
into the over all national plan. Planning 
was largely confined to financial and 
quantitative projections. 

Plan holiday (1966-67 through 1968-69): 

Against the expected outlay of about Rs 100 
crores for 1966-67, the actual expenditure 
was Rs 86.6 crores only. The enrolment 
in the primary and middle classes was 
about 75 per cent and 86 per cent respec¬ 
tively of the targets. The slowing down of 
expansion of elementary education was 
mainly because of the reduction of 1/3 in 
the outlay on elementary education. In 
the case of secondary stage, there was a 
small shortfall in expenditure; but the 
enrolment increased by one-third over the 
target. Adequate funds were not available 
for buildings, libraries and laboratories. 
At the university level, the enrolment 
reached was more than twice the target; 
expenditure was actually lower than that 
originally provided for. in the Plan. This led 
to a tr'gher teacher-pupil ratio. However, 
physical facilities like hostels, libraries 
etc, did not keep pace with increase in 
enrolment. The number of universities 
rose to 70 by the end of the year. 

Actual expenditure on education during 
1967-68 was Rs 113.8 crores. It was barely 
sufficient for maintaining the activities 
begun in the previous year. The govern- 


Table II 


Growth in Educational Institutions 



Primary 

Secondary 

Higher 

Grand 

totalf 

Colleges 

Universites 


(000s) 



(000s) 

1950-51 

210 

21 

816 

27 

287 

1955-56 

278 

33 

1204 

32 

367 

1960-61 

330 

67 

2140 

45 

473 

1965-66 

389 

103 

5362 

79* 

723 

1969-70 

403 

123 

6869 

97* 

752 

1973-74 

430 

137 

— 

114* 

— 


Note : * Includes institutions of national importance and institutions deemed to be 
universities, f Includes pre-primary level, Boards of education etc also. 
Sources : Statistical Abstract of India 1970 and Educational Statistics at a Glance 
1974-75. 
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nicnt concentrated on expanding the acti¬ 
vities of the slate institutes of education. 
Except that, no significant programmes 
were undertaken in the direction of reduc¬ 
ing wastage and stagnation. The* Plan 
could not also pay any serious attention to 
the issue of work experience at the middle 
level. 

* shortfall in enrolment 

The expenditure on education in 1968- 
69 was RsU6crores. There were consi¬ 
derable shortfalls in enrolment during 
1968-69 at all stages except at university 
level. The rales of growth of enrolment 
compared to the previous year were 
higher for girls, but declined slightly in 
the case of boys. There was a substantial 
fall in the rate of growth of enrolments in 
arts, science and commerce courses in 
colleges and universities, the main reason 
being the inability of the states to provide 
adequate funds for special programmes 
and for the appointment of teachers and 
the opining of new schools. Schemes for 
the development of Hindi and Sanskrit in 
the non-Hindi speaking areas were conti¬ 
nued rapidly, in July 1968, the govern¬ 
ment adopted the Resolution on the 
National Policy of Education , based on the 
recommendations of the Education Com¬ 
mission (1964-66). Accordingly more 
attention was paid to the task of improv¬ 
ing the standards of technical education. 

Fourth five-year Plan (1968-69 to 1973- 

74): The role of education in economic 
growth was reiterated in the draft outline 
of the fourth five-year Plan: “Education as 
an investment in human resources plays 
an important role among the factors which 
contribute to economic growth. It 
secures returns in the form of skilled man¬ 
power geared to the needs of development 
and also creates the right attitudes and 
climate for development. It exposes the 
faimers and workers to new ideas, stirs 
their ambition and bends them to change. 
It seeks to create an environment of disci¬ 
pline, harmony, understanding and team 
work which is conducive to the imple¬ 
mentation of production plans. Both for 
accelerating economic development and 
for improving the quality of the society... 
it is essential that planning should estab¬ 
lish a firm and purposive link between 
education and development/* Further in 


the way of fulfilling the objective of reduc¬ 
tion of inequalities in income and wealth 
education plays a good role. Expansion 
of social services like education, health, 
etc, would naturally determine the points 
at which incomes would be generated and 
also the manner of their distribution. 

The Planning Commission realised that 
the substantial expansion in enrolments 
at all levels of education in India during 
the past fifteen years of planning plus three 
years of Plan holiday was unfortunately 
accompanied by a certain measure of dete¬ 


rioration in quality. It could also grasp 
that the Indian educational system had 
not been sufficiently geared to economic 
development, especially at the primary and 
secondary levels, insufficient attention 
having been paid to vocational and agri¬ 
cultural education. At the beginning of 
the fourth Plan, girls' education had still a 
long way to go before it could catch up 
with that of boys, while certain parts of 
the country were significantly lagging 
behind others in respect of both boys' and 
girls' education; stagnafon and drop outs 


Table III 

Number of Teachers in Educational Institutions 

(in thousands) 


Primary 

Secondary 

Higher 


Grand 

total* 

1950-51 539 

212 


25 


804 

1955-56 693 

343 


38 


1107 

1960-61 746 

642 


62 


1508 

1965-66 1198 

724 


130 


2149 

1969-70 1038 

1221 


130 


2149 

1973-74 1168 

1352 


174 


2466 

* Includes pre-primary level also. 






Sources : Statistical Abstract of India 1974 , and 

Educational Statistics at 

a Glance 

1974-75. 







Table IV 




Outlay/Expenditure on Education 



(Distribution between 

various 

sub-heads) 







(Rs in crores) 

Sub-head 

First 

Second 

Third 

Inter- 

Fourth 


Plan 

Plan 

Plan 

regnum 

Plan 

Elementary Education 

85 

95 

178 

65.3 

234.7 

(including Pre-School Education 

(56) 

(35) 

(30) 

(20) 

(28.5) 

Secondary Education 

20 

51 

103 

52.6 

118.3 


(13) 

(19) 

(18) 

(16) 

(14.4) 

University Education 

14 

48 

87 

77.0 

183.5 


(9) 

(18) 

(15) 

(24) 

(22.3) 

Other (General)* 11 

14 

30 

116 

46 

161.0 


(9) 


— 

— 

— 

Total - General 

133 

224 

484 

240.8 

697.3 


(87) 

(82) 

(79) 

(75) 

(84.8) 

Technical Education 

20 

49 

125 

80.7 

125.4 


(13) 

(18) 

(20 

(25) 

(15.2) 

Grand Total 

153 

273 

589 

321.5 

822.7 


(100) 

(100) 

(100) 

(100) 

(100) 


Note: Figures in parantheses indicate percentage to the total. * Includes teacher 
education, social education (including youth services), cultural programmes, 
and miscellaneous. 

Source: Education in the Fifth Five Year Plan 1974-79. 
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at the primary levels resulted in wastage 
of educational resources. Thus the situa¬ 
tion then demanded immediate and effec¬ 
tive measures to factors like consolidation, 
quality, diversification, termination and 
work orientation. 

The three major tasks that the fourth 
Plan had set before itself in the educa¬ 
tional sector were: (i) removal of deficien¬ 
cies in the educational system and linking 
it more effectively with the increasing 
demands of social and economic develop¬ 
ment, (ii) removal of internal stresses and 
strains in the system which were the 
result of rapid expansion, and (iii) ex¬ 
tension of the system in response to 
I social urges and economic needs. 

At the elementary stage of education 
emphasis was laid on free and compulsory 
education, elimination of wastage and 
work-orientation of the curriculum; at the 
secondary level on the provision of voca¬ 
tional education of a terminal character 
and at the university level diversion of 
students to vocational, technical and pro¬ 
fessional channels was emphasised. 

target not realised 

Although substantial progress was 
recorded in the expansion of educational 
facilities, the targets laid down for elemen¬ 
tary education were not realised in full. 
The anticipation of enrolments in secon¬ 
dary educational level also showed a short¬ 
fall but those in higher education were 
exceeded. The shortfalls have been parti¬ 
cularly large in the states of Andhra 
Pradesh, Bihar, Karnataka, Madhya 
Pradesh and Orissa. A number of 
improvements were initiated. Three print¬ 
ing presses were established for the publi¬ 
cation of national text books. The state 
governments implemented pilot projects in 
selected areas to reduce wastage and stag¬ 
nation. At the secondary stage, facilities 
for the teaching of sciences were improved. 
At the university level the University 
Grants Commission provided assistance for 
the development and expansion of post¬ 
graduate education and research-centres of 
advanced study etc. Programmes of 
farmers’ education and functional literacy 
were extended to 100 districts. Such 
special programmes were numberless. 

All these activities incurred expenditure 
to the extent of Rs 697 crores on general 


education and Rs 125 crores on technical 
education, as against the Plan outlay of 
Rs 712 crores for general education and 
Rs 112 crores for technical education, 
indicating an overall shortfall of Rs 32 
crores. Substantial shortfalls occurred 
in states like Andhra Pradesh, Uttar 
Pradesh, Bihar, Gujarat etc. The total 
enrolment numbers have increased by 
three millions (likely proposition) against 
the target of 2.7 million. 

Ill 

Fifth five-year Plan (1973-74 to 1978-79): 
The situation in the economy at the 
beginning of the fifth Plan was such that a 
thorough reorganisation of economic and 
social structure was an absolute necessity. 
It would be possible only when public 
understanding increases and public under¬ 
standing can be increased by education 
alone. So education has been greatly 
emphasised in draft fifth five-year Plan. 
The Planning Commission observes: 
“ 1 Education plays a crucial role in econo¬ 
mic development and social modernisation. 
As a key factor in production, it supplies 
the requisite number and quality of 
persons needed for various tasks and, 
inculcating among the mass of the people 
appropriate attitudes, skills and persona¬ 
lity traits, it creates the proper climate for 
development. By creating a well-informed 
and educated citizenry, it ensures the effec¬ 
tive working of the basic institutions on 
which the economic and social well-being 
of the country depends. Education also 
provides the individual with the major 


means for personal enrichment and social 
and economic development” (p 191). 

In the course of the last two decades 
and more of planned development, the 
educational system has expanded consider¬ 
ably. Jn some respects its orientation has 
also undergone a change for the better. 
Nonetheless the existing sytem still suffers 
from several inadequacies, some of them 
being the legacy from the past. The fifth 
Plan attempts to draw upon the lessons of 
the past and seeks to introduce certain 
essentia] changes in the educational struc¬ 
ture within the constraints of human and 
financial resources. 

The thrust of the Plan is in four main 
directions: (i) ensuring equality of educa¬ 
tional opportunities as a part of the over¬ 
all plan of ensuring social justice; (ii) 
establishing closer links between the 
pattern of education on the one hand, and 
the needs of development and the employ¬ 
ment market on the other; (iii) improve¬ 
ment of the quality of education imparted 
and (iv) involvement of the academic com¬ 
munity including students in the tasks of 
social and economic development, 
lower outlay 

The proposed outlays in the fifth Plan 
document for education had been low. 
Originally Rs 3200 crores had been 
allotted to education in the approach 
to the fifth five-year Plan. The outlay 
was reduced to Rs 1726 crores in the draft; 
and it was still reduced to Rs 1285 crores 
in the Plan document; i.e., there is a fall 
of 26 per cent in the outlay for education 


Table V 

Proposed Outlays in the Fifth Five-Year Plan 

(Rs. in crores) 



Approach 

Draft 

Plan 

document 

Elementary Education 

1600(50) 

743(43) 

410(32) 

Secondary Education 

600(19)* 

241(14) 

250(19) 

University Education 

400(13) 

337(20) 

292(23) 

Other (general) 

400(13) 

201(14) 

140(10) 

Total - General Education 

3000(94) 

1562(91) 

1092(85) 

Technical Education 

20C(6) 

164(9) 

156(12) 

Total Education 

3200 

1726 

1285j* 


Note: Figures in parantheses indicate percentages to the total. *Jncludes cost on 
vocationalisation and adoption of uniform pattern. -{-Includes Rs. 37 crores 
for art and culture. 

Source: Education in the Fifth Five Year Plan 1974-1979 , Draft Fifth Five Year Plan , 
and Fifth Five Year Plan 1974-79 . 
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from that proposed in the draft. Educa¬ 
tion is the only sector where there is a 
reduction in the outlay by 26 percent from 
that proposed in the draft, even though 
there is six per cent increase in the total 
Plan outlay from Rs 37250 crores pro¬ 
posed in the draft to Rs 39287 crores in 
the Plan document. Among the other 
sectors, social and community services, 
transport and communications received 
less outlays than those proposed in the 
draft. Even though the outlay for agricul¬ 
ture has been decreased by six per cent out¬ 
lay for irrigation was raised by 29 per cent. 
Thus it appears that the educational sector 
is looked down upon in the fifth Plan. 

emphasis changed 

As shown in Table V, the relative 
emphasis on different levels of education 
has also been changed. Elementary 
education received only 32 per cent of total 
outlay. As one can observe the emphasis 
on higher education has been increased. 
Corresponding enrolment targets, as 
shown »n Table VI, have also fallen. 
The objective of universal primary educa¬ 
tion has been postponed for the sixth five- 
year Plan. The targets at all school levels 
have been reduced, and the targets at the 
higher stages have not been changed. At 
higher level the emphasis has been on con¬ 
solidation and improvement of standards. 

Thus when there is an argument to treat 
education as a core sector, reduction in 
outlays and enrolment targets is slightly 
disappointing. 

As Prem Kirpal (1973) pointed out, “the 
aim should be gradually to increase the 
investment in education so as to reach a 
level of expenditure of six per cent of the 
national income as early as possible”, 
while at present the figure is around four 
per cent, very less compared to the figures 
of the advanced countries. 

IV 

In this article we reviewed the develop¬ 
ment of education during the Plan periods 
particularly with respect to enrolments, 
number of schools. Plan expenditure/out¬ 
lays etc. However, we did not pay 
adequate attention to inequality in educa¬ 
tional development or inequality of oppor¬ 
tunity in education since these aspects are 
discussed at length elsewhere by the 
author (cfTilak 1975b). 2 

We find that education has always been 


accorded an honoured place in the five- 
year Plans. We also find that there is 
rapid development in the educational field 
—development with some important achi¬ 
evements and equally important failures. 

The important positive achievement in 
education is with respect to enrolments. 
The growth of enrolments is quite alarm¬ 
ing. At the commencement of the fifth 
five-year Plan, the total enrolments in the 
country were around 100 million as com¬ 
pared to 24 million in 1950-51, i.e., during 
this period the average annual rate of 
growth is as high as 12.2 per cent. People 
observe that there is no parallel to such an 
expansion either in the earlier history of 
the country, or in the contemporary 
world. 

Such educational inflation has been 
inevitable for three reasons: 

(a) Educational facilities available in 
the pre-independcnce period were very 
insignificant. 3 Independence has created 
an abnormal rise in the social demand 
for education. 

(b) Secondly, building up a new socio¬ 
economic system after the end of the colo¬ 
nial rule required large scale manpower 
with varied skills, and so the government 
could not but expand educational struc¬ 
ture. 

(c) Lastly, the public policy towards 
equality in education led to the expansion 
of education further. 

The consequences of such an explosion 


are worth noting. The supply of man¬ 
power in general exceeded the manpower 
requirements leading to chronic unemploy¬ 
ment among the educated. At the same 
time there have been shortages of criticial 
skills. Secondly qualitative variables of 
education could not run at the same gal¬ 
loping speed, which resulted in deteriora¬ 
tion in the quality of education at all 
levels. While these two are undesirable 
consequences, there is one positive result 
of the explosion in enrolments. That is 
equality in education. Educational levels 
among scheduled castes and tribes and 
other backward classes, educational levels 
among girls and that among rural people 
have substantially increased. The coeffi¬ 
cient of equality in education with respect 
to education of scheduled castes rose from 
64.7 per cent in 1960-61 to 68.4 per cent 
by 1969-70; and that with respect to 
scheduled tribes rose from 54 per cent to 
57.5 per cent during the same period. 
The coefficient with respect to rural areas 
increased from 49.45 rer cent in 1951 to 
around 60 per cent in 1971, while that 
with respect to girls increased from 35.68 
per cent in 1951 to 57.16 by 1971. (cf. 
Tilak 1957b). 4 

Now we shall come to the problems 
facing the educational planners in our 
country. 

The first paradoxical situation is while 
enrolments have been growing at an 
alarming rate, the objective of universal 
primary education has not been com- 

VI 


Table 

Enrolment Targets in the Fifth Five-Year Plan 

(Figures in millions) 



Approach 

Draft 

Plan 

document 

Primary (I-V Classes) 

88.0 

78.2 

77.1 

(Age group: 6-11) 

(109.2) 

(97.1) 

(96) 

Middle (VI-VIII Classes) 

35.1 

21.6 

21.1 

(Age group: 11-14) 

(76.0) 

(47.1) 

(46) 

Secondary (IX-XI/XII Classes) 

13.7 

11.2 

12.7f 

(Age group: 14-17/18) 

(31.9) 

(26.1) 

(25) 

University Stage (Arts, Science, and 

5.2* 

4.7 

tt 

Commerce) (Age group: 17-23) 

(7.0) 

(6.0) 



Note: Figures in parantheses indicate percentage to the population in the cor¬ 
responding age group. ““Including enrolment in PUC. j-An addition of 
30 lakhs to the 1973-74 position, f f Not specified. 

Sources: Education in the Fifth Fire Year Plan 1974-1979. Draft Fifth Five Year 
Plan , and Fifth Five Year Plan 1974-1979 . 
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pletely materialised and it is appearing to 
be quite far away. Secondly, the ex¬ 
pansion in mass literacy has been very 
unsatisfactory. The literacy rate could 
increase from 16 per cent in 1951 to 35 
per cent by 1971; and our country is more 
illiterate at present than what it was a 
decade ago. Further, even a high average 
growth rate of 12 per cent per annum in 
enrolments could not establish complete 
‘equality* in educat : on. So the expansion 
in education has been inconsistent within 
the educat'onal structure itself. A care¬ 
fully framed policy is necessary with 
respect to enrolments. 

The falling standards in general, and at 
higher level in particular, is a major source 
of worry to the educational planners and 
the numberless reforms attempted have 
not been able to improve the standards 
substantially. 

Another important problem left unsol¬ 
ved is relating education to productivity 
and development. The high correlation 
coefficients between education and eco¬ 
nomic growth 5 are not able to establish 
any concrete caudal relationship between 
the two. The reason is again in the nature 
of education itself. The “bookish, literary, 
academic and ivory tower education** can 
hardly be consistent with the national 
development objectives. 

education policy 

The resolution of the government of 
India dated March 11, 1904 on Indian 
Educational Policy commented: 

“In point of quality, the main charges 
brought against the system are to the 
great effect (1) that the higher education 
is pursued with too exclusive a view to 
entering government service, that its 
scope is thus unduly narrowed, and 
that those who fail to obtain employ¬ 
ment under government are ill-fitted for 
other pursuits; (2) that excessive promi¬ 
nence is given to examination; (3) that the 
courses of study are too purely literary in 
character; (4) that the schools and colleges 
train the intelligence of the students too 
little, and their memory too much, so that 
mechanical repetition takes the place of 
sound learning; (5) that in the pursuit 
of English education the cultivation of 

vernaculars is neglected_“(quoted by 

K. Ramachandran (1972:458). Unfortuna¬ 
tely these comments still apply to our 


present educational system even 70 years 
after. Thus we notice that the colonial 
educational system has not been comple¬ 
tely reconstructed. Transformation of the 
educational system has been considered as 
an important objective of the fifth five- 
year Plan and let us hope that this objec¬ 
tive will be achieved in time. 

References 

(1) For a general treatment of the educational 
expansion in developing countries, see Ursula 
Hicks (1969). 

(2) See also S.N. Hasan (1973). 

(3) For a brief historical survey of educational 
development in the pre-independent India see 
Ekbote (1973), Sidhanta (1963), and J.P. Naik 
(1968:75-8). 

(4) See also J.P. Naik (1971a and 1971 b). 

(5) The coefficients are as high as 0.9 as esti¬ 
mated by the author in another study (Tilak: 
1975a). 

Bibliography 

Ekbote, G.R. (1973): "Educational System in 
India", Sri Alladi Krishnaswamy Aiyer Endow- 
ment Lectures 1973, (Lecture 1), (Andhra Univer¬ 
sity Press; Waltair). 

Hasan, S.N. (1973): Equalisation of Education 
(Ministry of Education. Govt, of India, New 
Delhi, Publication No. 1000), Reprinted from 
Mainstream . 

Hicks, U.K. (1969): “Educational Expansion 
in Low Income Countries—Special Reference to 
India'*, in A.V. Bhulshker (ed) Indian Economir 
Thought and Development , Jawaharlal Nehru 
Memorial Volume (Bombay: Popular Prakashan) 
Pp. 368-94. 

Kirpal, Prem (1973): Education, 25 years of 
Independence Series (Govt, of India, New Delhi) 

Ministry of Education (1966): Report of the 
Education Commission 1964*66 Education and 
National Development, (Govt, of India, New 
Delhi). 

Ministry of Education (1972): Education in the 
Fifth Five-Year Plan 1974-79 (Govt, of India, New 
Delhi) 

Ministry of Education (1973): Education in the 
Fifth Plan , A Report to the Standing Committee of 


Agricultural labour has been among the ex¬ 
ploited sections of the community with no labour 
laws of any sort to protect them and the econo¬ 
mic balance tilted heavily against them. They 
have been a growing population seeking suste¬ 
nance from an area of land which, taken as a 
whole, has shown little increase over the past 
many years. In this category of agricultural 
labourers, the worst off, by and large have been 
the landless labourers. As is well known, this 
class of labourers has been an important feature 
of our land system. Their numbers have been 
variously estimated and Dr. Gyan Chand is dis¬ 
posed to place them between 60-70 millions, about 


the CABE (Govt, of India, New Delhi, Publica¬ 
tion No. 992). 

Naik, J.P. (1965): Educational Planning in India, 
(Bombay: Allied) 

Naik, J.P. (1968): Education in the Fourth Plan, 
(Bombay: Nachiketa Publications) 

Naik, J.P. (197la): Education of the Scheduled 
Tribes (1965-66), 1CSSR Occasional Monograph 
No. 5 (ICSSR. New Delhi) 

Naik, J.P. (1971 b): Education of the Scheduled 
Castes (1965-66), ICSSR Occasional Monograph 
No. 6 (ICSSR, New Delhi) 

Naik, J.P. (1975): “Educational Planning in 
India", Bulletin of the Regional Office for 
Education in Asia, No. 16, (June) Pp. 1-19 

First Five Year Plan (1952): (Govt, of India, 
New Delhi) 

Second Five Year Plan (1956) : (Govt of India, 
New Delhi) 

Third Five Year Plan (1961): (Govt of India, 
New Delhi) 

Annual Plan 1966-67 (1966): (Govt of India, 
New Delhi) 

Annual Plan 1967-66 (1967): (Govt of India, 
New Delhi) 

Annual Plan 1968-69 (1968): (Govt of India, 
New Delhi) 

Fourth Five Year Plan (1970): (Govt of India, 
New Delhi) 

Approach to the Fifth Five Year Plan (1972): 
(Govt of India, New Delhi) 

Draft Fifth Five Year Plan (1973): (Govt of 
India, New Delhi) 

Fifth Five Year Phn (1976); (Govt of India, 
New Delhi) 

Ramachandran K R. (1972): “Education in 
Post-Independent India", in S.L N. Sinha (ed) 
Economic and Social Development , Essays in 
Honour of Dr C. D. Deshmukh, (Vora&Co., 
Bombay) Pp. 429-58 

Sidhanta. R (1965): “Education” in V.B. Singh 
(cd) Economic History of India 1857-1956 (Allied 
Publishers: Bombay) Pp. 725-55. 

Tilak, Jandhyala B.G. (1975a): “Education 
and Economic Growth in India (1950-51 to 1969- 
70): An Empirical Investigation", Indian Educa¬ 
tional Review, Vol. X, No. l,(Jan.)Pp. 74-89 

Tilak, Jandhyala B G. (1975b): “A Note on 
Equality in Education in India” Indian Journal 
of Economics, Vol. LVI, No. 221, (Oct.,) 
Pp. 241-9. 


one fifth of the total agricultural population of the 
country. They own no land of their own: their 
employment is mainly seasonal and. as such, they 
are out of work for about half the year. Their 
wages are even lower than the general wage level 
of the class of agricultural labourers low as that in 
itself is. This is an old phenomenon of our agri¬ 
cultural economy the fust warnings having been 
sounded as far back as 1880. The Famine Com¬ 
mission of that year drew pointed attention to the 
growth of surplus population on land and the 
emergence of a class of landless labourers eking 
out a miserable living from the land. Since then 
their numbers have continued to swell. 
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How the world’s 

workers fared in 1976 


In this summary , Rosalie Ducommun of the ILO Bureau of Statistics 
notes that the year 1976 saw a slow rise in employment In about three 
countries out of four for which statistics are available . At the same 
time the number of jobless continued to increase in about 30 countries 
but at a slower rate than in the preceding year . The number of 
! obless dropped or remained constant in some 20 countries . 
Unemployment among young people remained very high and women's 
unemployment diminished far less or even increased . 


Information on the general level of 
employment is available only for about 
20 countries. The number of workers in 
economic activity as a whole rose by 
more than three per cent in the 12 months 
of 1976 in seven countries, including the 
United States and Puerto Rico, which had 
registered a drop in 1975, and the 
Republic of Korea and Malawi, where the 
increase exceeded five per cent. 

In six countries (Australia, Canada, 
Italy, Japan, Poland and Sweden) rates 
of growth were about one per cent. The 


in Poland and Sweden to over eight per 
cent in Malawi, but most frequently bet¬ 
ween two and four per cent. In France and 
Hungary the number of workers in this 
sector has remained practically unchanged. 

Slight decreases, ranging from one to 
three per cent, have been noted in Austra¬ 
lia, the Federal Republic of Germany, 
Finland and Luxembourg. In Switzerland, 
the reduction of the workforce was over 
five per cent. 

An analysis of the statistics available 
for about 30 countries reveals that the 
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general level of employment dropped by 
less than two per cent in France, the 
Federal Republic of Germany and the 
United Kingdom, and by over three per 
cent in Finland. 

The statistics available for about 20 
countries show that employment in all 
non-agricultural sectors is rising in two 
countries out of three and that the drop 
in employment levels in the manufactur¬ 
ing industries, building and construction, 
mines and transport has been offset in 
most places by marked progress in emp¬ 
loyment in services and commerce. The 
increases vary from less than one per cent 


employment situation in manufacturing 
industries was generally better in 1976 
than in 1975: in seven countries the 
drop was replaced by a rise, in a number 
of countries the rate of increase was 
higher and in many others the rate of 
decrease was lower. 

Among the seven countries reporting 
an upturn in this sector,, employment 
began to rise at the end of 1975 in Israel 
and Hong Kong, from February 1976 in 
Canada, the United States and Puerto 
Rico and during the third quarter of the 
year in Austria and Denmark. The 
highest increases were noted in the- 


Republic of Korea, where they exceeded 20 
per cent and in Hong Kong, where they 
reached 20 per cent in the course of the 
last 12 months for which figures are 
available. 

In Greece the number of workers in manu¬ 
facturing industries increased by seven 
per cent, from August 1975 to August 
1976 against 2.6 percent in the previous 
year. Increases ranging from two to four 
per cent took place in eight countries 
(Brazil, Canada, Malawi, Norway, Poland, 
Puerto Rico, the United States and Yugo¬ 
slavia); the increase was less than two per 
cent in Israel and Italy. 

a slow rise 

In Austria, the level of employment in 
this sector, which had been falling since 
the early months of 1974, began to rise 
from March 1976 onwards and by October 
exceeded the level for October 1975 by 
one per cent. In Denmark, in September 
1976, the numbers employed had in¬ 
creased by 0.3 per cent over the figure 
for September 1975, a very slow rise for 
a 12-month period, but nevertheless the 
first since April 1974. 

In France the number of employed, 
declining since the end of 1974, slowly 
increased towards the middle of 1976 and 
in September 1976 reached the level of 
September 1975. In Japan, the level of 
employment fluctuated irregularly and 
was at times above, at times below that 
for the corresponding month in 1975; on 
an average, however, it remained sta¬ 
tionary from January to October. 

Employment in manufacturing indus¬ 
tries decreased by about one per cent in 
four countries (Australia, the Federal 
Republic of Germany, Hungary and the 
United Kingdom). Reductions of about 
four per cent were recorded in Finland, 
Ireland, the Netherlands and Sweden. In 
Switzerland, the reduction between the 
third quarter of 1975 and the third quar¬ 
ter of 1976 had dropped 5.2 per cent, 
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compared with over 10 per cent in the 
first quarter of 1976 and the last two 
quarters of 1975. 

The data available for some 50 count¬ 
ries and territories show that none of 
them experienced a rise in the rate of 
unemployment in excess of 50 per cent, 
while whereas about 15 countries had 
recorded increases of this magnitude in 
1975. 

The number of persons unemployed 
nevertheless rose by 20 to 50 per cent in 
about ten countries, including Burma, 
Finland, the Republic of South Africa, 
Spain and Turkey. In addition, there 
were marked increases in a dozen count¬ 
ries, particularly Belgium, Italy, New 
Zealand, Sierra Leone, the United King¬ 
dom and Yugoslavia. Relatively smal¬ 
ler rises were registered for Canada, Den¬ 
mark, France, Nigeria and Sri Lanka. 
The rise in unemployment in Mauritius was 
negligible. 

highest figures 

Although the number of unemployed 
increased far less in 1976 than in 1975, 
some countries nevertheless reached or 
exceeded the highest figures since the end 
of the 1930s. 

In the United Kingdom the number of 
full-time unemployed exceeded one mil¬ 
lion each month, which it had not done 
since 1939. In Ireland there were more 
jobseekers at any time since 1940. In 
France the number of unfilled applica¬ 
tions for jobs in November approached the 
maximum level of October 1940 
(1,059,200), although there were only 
21,0C0 more applications than in Novem¬ 
ber 1975. In Spain one must go back to 
December 1941 to find a figure higher 
than that for June (376,000) and the fact 
that over 40 per cent of the unemployed 
were building workers suggests that the 
situation on the labour market was wor¬ 
sened by the return of Spanish workers to 
their home country. In Puerto Rico the 
number of those unemployed and seeking 
work exceeded 20 per cent of the labour 
force for the first time. In India, the 
number of jobseeker in July 1976 was 
700,000 more than in July 1975, the first 
month in which the number of unemp¬ 
loyed had exceeded nine million. In Yugo¬ 
slavia, too, record figures were noted and 


the number of registered unemployed was 
over 600,000 each month. 

Nevertheless, the available figures indi¬ 
cate that unemployment dropped in 
about 20 countries and territories. In 
eight of these (Cyprus, Greece, Malaysia, 
Malta, Morocco, Singapore, Surinam 
and the United States) the monthly un¬ 
employment figure was lower—and often 
considerably lower—than that for the 
corresponding months of 1975. 

In about ten countries, including 
Austria, the Federal Republic of Germany 
and Pakistan, the steady rise in the 
unemployment figure was stemmed only 
in the course of 1976. In five of these 
countries (Ireland, Japan, the Netherlands, 
Norway and Switzerland) the drop in 
unemployment occurred only towards the 
end of the year. 

In the United States the number of 
unemployed dropped below eight million as 
from March 1976, but in general remained 
above seven million; the drop from one 
year to the next, which was more than 
one million in March and June, became 
steadily less and by November was no 
more than 136,000. 

In the Federal Republic of Germany 
the number of unemployed, which in 
1975 was over one million each month, 
no longer reached this level between 
April and November 1976, and in Decem¬ 
ber, although it again exceeded one mil¬ 
lion, it was 133,000 less than in Decem¬ 
ber 1975. 

Partial unemployment is on the whole 
receding, even in countries where the 
number of full-time unemployed is on the 
increase. In France, for example, the 
number of days for which compensation 
was payable in respect of partial unemp¬ 
loyment fell from 1,116,000 to 226,000 


between September 1975 and September 
1976. In the Federal Republic of Ger¬ 
many only 140,000 wage earners were 
affected by short time in October 1976 
compared with 717,000 in October 1975. 

As in previous ycais, unemployment 
was particularly high among young work¬ 
ers and women. In Ghana and Malay¬ 
sia, over half of the jobseekers were 
under 25 years, and in Puerto Rico the 
proportion of unemployed young male 
workers was 52 per cent for the 14 to 19 
year age group and 33 per cent for the 
20 to 24 year age group. 

In many industrialised countries, parti¬ 
cularly Canada, France, Sweden and the 
United States, over one-third of the un¬ 
employed were under 25 years, often with 
little or no qualifications. 

The number of unemployed women 
continued to rise in some industrialised 
countries where the total number of un¬ 
employed is declining, "in the United 
States, for example, the number of un¬ 
employed male decreased by 452,000 from 
July 1975 to July 1976, while the num¬ 
ber of unemployed women increased by 
79,000; the corresponding figures for 
November show a drop of 162,000 for men 
and an increase of 25,000 lor women. 

In the Federal Republic of Germany 
there were in July 1976, 107,800 unemp¬ 
loyed male workers less than in July 
1975, but the number or unemployed 
women was higher by 1,100; from Novem¬ 
ber 1975 to November 1976 the number 
of unemployed men had dropped by 
127,800, but the number of unemployed 
women had decreased only by 5,600. 

In October 1976 over half of the un¬ 
employed in a number of industrialised 
countries were women, particularly in 
Austria, Belgium, France and Sweden. 
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Cuban planning: a gamble 

on world sugar markets 


According to this analysis of the current economic scene in Cuba, neither 
massive Soviet aid nor membership of the East European economic group 
has set the Cuban economy on a steady course and it remains 
vulnerable to the fluctuations of the world sugar market 


One reason prompting Cuba’s president 
Castro to seek renewed trade links with 
the United States is a realisation of the 
need for outside help—above all advanc¬ 
ed technology—to improve the economy. 
The new five-year plan approved in 
December, 1975, specified that substantial 
imports of western capital equipment 
would be necessary for the development 
and diversification of industry, and Cuba 
has been extending her trade with non- 
Communist countries for some years. 
Interviewed by American telev'sion on 
February 9, 1977, president Castro ex¬ 
pressed pie isure at the change of presi¬ 
dent in th: United S‘ates and said that 
US-Cuban trade could be beneficial to 
both sid-s. Meanwhile, the US trade 
embargo remains, though President 
Carter indicated soon after his inaugura¬ 
tion that he would not seek renewal of 
the restrictions on travel to Cuba—due 
to expire in mid-March. Sporting and 
cultural exchanges and possibly fishery 
talks are likely to precede any major 
moves towards a restoration of trade or 
normalisation of relations. 

ties with CMEA 

Cuba's economy apparently loomed 
large at the January meeting in Havana 
of the Executive Committee of the Soviet- 
led Council for Mutual Ec nomic Assis¬ 
tance (CMEA). Cuba became a full CMEA 
member in 1972. Ace >rding to the Soviet 
news agency Tuss, Cuba’s further integra¬ 
tion into the CMEA structure, as well as 
her economic problems, were discussed. 
There was no hint of any wish to reduce 
ties with the Soviet bloc, though both 
the Russians and Cubans are clearly 
dissatisfied with some aspects of 


Cuba’s economic dependence on the 
USSR. 

The seriousness of her economic diffi¬ 
culties became apparent in September, 
1976, with the adoption of a package of 
emergency m:asures involving the shelv¬ 
ing of much of the five-y:ar plan. The 
plan had envisaged a major acceleration 
of overall growth wi:h development in a 
wide range rf industries. A key feature 
was the assumption that a continuation 
of high sugar prices in world markets 
would increase Cuba’s hard currency 
carn'ng capacity, implying increased scope 
for ihe import of western equipment 
and techn dogic.il expertise. 

slump in sugar 

The slump in world sugar prices has thus 
hid serious effects in Cuba. Towards the 
end of 1976 the New York price fell below 
eight cents per pound. Bat a number of 
long-standing weaknesses pre-date this. 
The Cuban economy has not been diver¬ 
sified as hoped since the revolution. The 
concentration on sugar in the late 1960s 
probably helped to cause the growing 
fo^d deficit, as well as disrupting the 
economy as a whole. Increased plantings 
of sugar cane replaced essential fruit and 
vegetable cultivation, and the problem 
was complicat *d by an attempt to increase 
becfstock production. Moreover, sugar 
production never reached Castro’s 1970 
target of 10 million tons, the highest 
figure so far being 8£ million tons. 

Cuba’s economic growth rate has 
improved since 1971, though figures 
published by the World Bank in 1975 
indicated a poor long-term performance. 
Between 1960 and 1973 per capita real 


GNP fell by an average of one per cent 
a year-a performance virtually unparallel¬ 
ed in the world. In 1974-75 growth was 
boost'd by high sugar prices which for a 
time rose to over 50 cents per pound. 
Three factors were involved: increased 
demand in the industrialised countries, 
disappointing results in other producing 
countries, and (as with some other com¬ 
modities) an element of speculative 
stockpiling. The Soviet advisers seem to 
have mistaken a temporary aberration for 
the beginnings of a long-term trend. 

guaranteed prices 

The Soviet willingness to purchase 
Cuban sugar at high and guaranteed 
prices (currently estimated at 30 cents per 
pound) has helped to sustain the Cuban 
economy—and may explain the recent 
signs of interest in closer links with the 
CMEA o;i the part of marginal sugar pro¬ 
ducers such as Jamaica and Guyana. But 
such an arrangement has apparently also 
discouraged Cuba from reducing her own 
dependency on a single crop. S ncc pay¬ 
ment for sugar has normally been made 
in n m-convertible roubles, it can only 
be spent on Soviet goods, thus limiting 
Cuba’s ability to use her export earnings 
in the way most conducive to develop¬ 
ment. The technical inferiority of much 
of the capital equipment from CMEA 
countries makes premature obsolescence 
inevitable. 

Cuba’s indebtedness to the Soviet 
Union is now estimated at more than 
$4£ billion, and repayment, in kind or 
in hard currency, will be a heavy drain on 
the Cuban economy until well into the 
next century. Most repayments at present 
are made through exports of commodi¬ 
ties such as tobacco, nickel and confec¬ 
tionery to the USSR, in addition to 
sugar. Less is available for export to the 
hard currency area or for domestic con¬ 
sumption. There seems to be dissatisfac¬ 
tion in both Moscow and Havana at this 
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state of affairs, the Soviet leaders being 
unwilling to commit resources on such 
a large scale as was demanded by the 
Cuban plan and Castro wishing to avoid 
total dependence on Soviet assistance. In 
1968, he criticised the extent of Cuban 
dependence on petroleum imports—shortly 
after the Russians had referred to their 
ability to cut off Cuban supplies. 

Soviet concern to reduce the cost of 
supporting Cuba seems to underlie the 
triangular oil supply agreement, involving 
Venezuela, Cuba and the USSR, and 
thought to follow the pattern of an earlier 
smaller deal involving Mexico, which was 
signed by Venezuela and the USSR in 
November, 1976. The Venezuelans have 
undertaken to supply Cuba with crude 
oil to meet—sixth of her requirements, 
while the Soviet Union will supply a 
similar amount to Venezuela’s traditional 
market in Spain. The Cubans, however, 
will continue to pay the USSR and the 
Venezuelans to receive payment in hard 
currency from Spain. Transport cost 
savings should give the Venezuelans an 
extra profit of 81.20 per barrel. The Soviet 


Union also saves on transport costs, but 
because of the inadequacies of harbour 
facilities in Havana (leading to costly 
shipping arrangements) the saving to the 
USSR is likely to be much higher. There 
is no direct benefit to the Cubans. If this 
type of operation is successful and can be 
expanded, it will ease the Soviet Union's 
burden. Estimates of the total Soviet 
subsidy to the Cuban economy now 
amount to over 83 million per day. 

Plans to increase the size of Cuba’s 
nickel mining industry also point to Soviet 
hopes of turning Cuba into a more profit¬ 
able trading partner. Cuba accounts for 
about one-fifth of the nickel mining pro¬ 
duction of the CMEA group. While out¬ 
put has tended to decline since the 
Revolution, the recently announced pro¬ 
ject to treble mining capacity by the 
early 1980s will greatly increase the 
importance of Cuban operations. Nickel 
exports could provide hard currency for 
Cuba, but if the deal follows the normal 
Soviet pattern of committing output in 
advance to repay the cost of developing 


the project, the possibilities will be 
limited. 

At first sight, there seems little reason 
for the USSR to step up nickel mining 
operations. It has the world’s third largest 
reserves of nickel and, with Cuban pro¬ 
duction, the CMEA area has been self- 
sufficient; indeed in times of western 
shortage the USSR has exported nickel, 
selling at a small discount. One reason 
for the change may be that at existing 
rates of extraction Soviet nickel reserves 
are thought to be good only for another 
75 years c imparcd with 500 years for 
Cuban reserves. In addition Cuban nickel 
is extracted by shallow or open-mine 
techniques, whereas the USSR reserves 
require more complicated and expensive 
deep mining. 

The Soviet Union may also be encourag¬ 
ing increased Cuban production in the 
hepe of using the surplus for its own 
benefit to earn hard currency on the 
world market—which could happen if 
Cuba’s indebtedness meant committing 
the bulk of her increased production to 
the USSR. 
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EXHIBITION : On the occasion of the 25th Anniversary 
of the Embassy of the Federal Republic of Germany in 
Delhi From April 13 to 25,1977,10.00 a.m. to 10.00 p.m. 

INAUGURATION : Wednesday, April 13 at 6-30 p.m. 
at Triveni Kata Sangam Hall 

FILM SHOWS : April 14 to 25, 1977, except on 24th, 
7-30 p.m. at Triveni Kala Sangam Open Air Theatre, 205 
Tansen Marg, New Delhi 110001. Film programme and 
passes as from April 4, Max Mueller Bhawan, New Delhi 
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The first draft for the 

prime minister's broadcast talk was 
reportedly prepared by a journalist 
“intellectual”. This explains perhaps 
the wordiness of the address. A common 
or garden journalist might conceivably 
have done better. He would certainly 
have not made a fool of himself as did 
whoever it was that had written Mr 
Chavan’s broadcast speech for him. The 
leader of the opposition was apparently 
flattering himself that his barrage of 
rhetorical questions had established be¬ 
yond challenge that the defeat of the 
Congress party in the general election 
was a freak happening hinging on fringe 
issues. It did nothing of the kind. 

National unity, secularism and socialism 
were not issues in this election. Neither 
were planned economic development, 
industrialization, integrated rural deve* 
lopment through science and technology 
or non-alignment in foreign policy. To 
exclaim that the electorate could not 
have rejected these values or approaches 
which, according to him, were basic to 
his party’s philosophy or policy was 
therefore wholly irrelevant. 

Mr Chavan, however, was unwise 
enough to refer to ‘"democracy” as a 
basic commitment of his party. “Demo¬ 
cracy” most certainly was an issue in the 
election. Some would say that it was, 
in fact, the issue—aid the electorate made 
it very clear indeed what it thought of 
democracy, not as preached by the Cong¬ 
ress party in the last 10 or 11 years, but 
as practised by its one-and-a-half leader¬ 
ship during the 20 months of the emer¬ 
gency. “The overzealous and harsh im¬ 
plementation” of some government poli¬ 
cies during the emergency, over which 
Mr Chavan shed crocodile's tears, was 
not incidental to but inherent in the per¬ 
version and near-destruction of the cent¬ 
ral democratic process which the previous 
government of which he was such a seem¬ 


ingly weighty member had indulged in. 
Can Mr Chavan be as blind to this fact 
as his broadcast talk suggests? Come to 
think of it some quibbling lawyer must 
have drafted the speech for him. 

Talking of lawyers, it 

is easy to understand why Mr Asoke 
Sen should have lost no time in resign¬ 
ing from the Congress party after its 
election debacle. What goes against the 
grain is the sanctimonious hypocrisy of 
his resignation letter to the Congress 
president. He talks of the events of the 
emergency which “left many of us in 
bewildernment”, the destruction of 
“the basic values we cherished”, “the 
whole country becoming a police 
state”, “the voice of reason suffering” 
and “the acclaim of sycophants” becom¬ 
ing the order of the day. Say that again, 
Mr Asoke Sen, what you said about the 
acclaim of sycophants. What did you 
yourself do when you went to the house 
of your (then) exalted client to congratu¬ 
late her on her winning her appeal in the 
Supreme Court after parliament had been 
steam-rollered into amending the election 
law to suit the needs of her case? 
Talking of one’s duty, as you are now 
doing, what particular sense of duty 
was it that, despite your rejection of the 
emergency and its excesses in your own 
mind, compelled you to seek a Congress 
party ticket for the election? 

When did your moment of truth come, 
Mr Asoke Sen? Was it during those 
fateful evening hours of March 20 when, 
out of the Pandora's box of election 
results, defeats were pouring out for Cong¬ 
ress candidates including yourself and not 
excluding the highest in the party? The Su¬ 
preme Court Bar Association—as you are 
aware since you were its chairman for part 
of the period—has been agitating through¬ 
out for the independence of the judiciary 
and protesting against the victimisation of 
lawyers. To what extent did you identify 
ourself with this militancy, Mr Sen? 


MOVING 

FINGER 

EASTERN ECONOMIST W9 


The Statesman, in an editorial on April 
7, talking of ‘"some sycophants turned 
rebels”, has this to say: “It was one 
thing to keep quiet to play safe, quite 
another to join in a chorus of praise. 
Sycophants should at least refrain from 
striking an independent posture after 
the fall of their patron”. This, I 
believe, applies not only to whole-time 
politicians such as Mr D.K. Borooah 
or part-time politicians such as Mr 
Asoke Sen but also to others such as 
journalists. The Times of India of April 
6 (Delhi edition) led with the story 
“Inquiry into favour shown to Maruti 
unit”. This news item was less cons¬ 
picuously displayed in other newspapers, 
including The Indian Express and The 
Statesman. Mr V.C. Shukla must be feel¬ 
ing very lonely indeed these days. 


Among the new men in 

government, MrL.K. Advani has quickly 
made a mark. He has so easily moved on 
to his chores as the leader of the house in 
Rajya Sabha that a word of praise is due 
to him for promptly taking off on the 
right foot. Equally remarkable is the 
businesslike manner in which he is addres¬ 
sing himself to the priorities and speci¬ 
fic tasks of his ministry. V.C. Shukla, 
Yunus and company have left him much 
debris to clear and he seems to feel that 
the sooner he gets on with the job the 
better he could fare at it. 

Mr H.M. Patel’s big chance will come 
in the budget session in May. Meanwhile, 
he has given a foretaste of his debating pro¬ 
wess while replying to the discussion on the 
interim budget by trouncing Mr C. Subra- 
maniam’s claims regarding the previous 
government’s management of the economy. 
Mr Shanti Bhushan will be put through his 
paces when the government brings in legis¬ 
lation to undo the amendments to the Con¬ 
stitution effected during the emergency. 
Right now he is warming up for the occa¬ 
sion by expounding the government’s views 
on or intentions relating to mending the 
damage done by the excesses of the emer¬ 
gency or punishing those who were guilty 
of those excesses. The main responsibility 
in this area rests of course on the shoul¬ 
ders of Mr Charan Singh. The new Home 
minister is displaying a high degree of 
self-confidence and strength of purpose in 
keeping with 
the demands of 
his portfolio. 
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Export Duty on Toa 

In a bid to bring down tea 
prices and augment its avail¬ 
ability in the domestic market, 
the union government an¬ 
nounced on April 9, certain 
measures. It has decided to 
impose, with immediate effect, 
export duty on the commodity 
at the rate of Rs 5 per kg and 
also to withdraw the rebate 
scheme on its exports. It has 
been clarified however that no 
export duty will be levied on 
tea bags containing more than 
2.5 gram net of tea, tea 
packed in any kind of contai¬ 
ner having not more than one 
kg net of tea, and instant tea. 

According to a press not 
issued by the department of 
Revenue and Banking on April 
9, duty drawback on containers 
of all sorts, filled with tea and 
on the packing materials used 
in, or in relation to, such con¬ 
tainers filled with tea has been 
withdrawn. 

Domestic Shortage 

As part of these measures, 
the facility of export of pack¬ 
age tea free of duty under 
bond has also been with¬ 
drawn. “With these measures, 
it is expected that there will be 
more availability of tea in 
the internal market thereby 
helping in bringing down 
tea prices in the home market 
which have of late shown rising 
tendencies. Exemption from 
export duty on tea bags, packet 
tea up to one kg and instant 
tea will provide necessary fis¬ 
cal incentives for the export of 
such teas on which there is 


higher unit value realisation”, 
the press note added. 

Indirect Taxation 
Enquiry Committee 

The Indirect Taxation En¬ 
quiry Committee submitted its 
interim report to the govern¬ 
ment on April 6, 1977. The 
committee was set up in July 
last year under the chairman¬ 
ship of Mr L.K. Jha, governor 
of Jammu and Kashmir. 

The interim report was sub- 
milted by Mr Jha and other 
members of the committee to 
the Finance minister, Mr H.M. 
Patel. The union government, 
is expected to study the 300- 
page interim report and take 
the earliest opportunity to place 
it before Parliament. 

India-Pakistan Trade 

Trade between India and 
Pakistan i* expected to get a 
boost following high-level 
talks held recently. The Indian 
delegation was headed by 
Dr P.C. Alexander, Foreign 
Trade secretary, while the 
Pakistani team was led by the 
Commerce secretary, Mr E.A. 
Naik. The main items of 
export to Pakistan include tea, 
iron and steel products and 
betel leaves. Certain other 
items such as cement, coal, 
drugs and pharmaceuticals, 
resin, electrical conductors 
and transmission towers are in 
the pipeline. Import from 
Pakistan has so far confined to 
mainly raw cotton. The recent 
talks reviewed the trade ex¬ 
changes and considered various 
steps to expand and diversify 
them. Trade between the 
two countries was resumed on 


December 7, 1974 in accord¬ 
ance with a protoc >1 signed in 
New Delhi. A formal trade 
agreement wai concluded in 
January 1975 in Islamabad. 

Hindustan Insecticides 

During the year ended 
March 31, 1977, the combined 
production of Tech. DDT in 
the Delhi and Udyogamandal 
factories of Hindustan Insec¬ 
ticides Limited (HIL) has been 
4478 tonnes which is a record 
representing 110 per cent of the 
combined rated capacity of Ihc 
plants and surpassing the 
previous best achievement of 
4421 tonnes in the year 1975- 
76. Similarly, the combined 
production of formulated 
DDT in the Delhi and Udyo¬ 
gamandal factories has been 
8440 tonnes which is again a 
record representing 103 per 
cent of the combined rated 
capacity of l lie plants and 
surpassing the previous best 
achievement of 8302 tonnes in 
1975-76. During the financial 
year 1976-77, the production 
of Tech DDT and formulated 
DDT represent an increase of 
two per cent and one per cent 
respretively in capacity utilisa¬ 
tion level attained last year. 

The Delhi factory of HIL 
surpassed its previous record 
production by producing 3105 
tjbnnes of Tech. DDT and 
/)745 tonnes of formulated 
DDT which are 113 per cent and 
105 per cent of the capacities 
of its plants respectively against 
108 per cent and 101. percent 
for the previous year. The Ud¬ 
yogamandal factory produced 
1373 tonnes Tech. DDT and 
2645 tonnes of formulated DDT 
which are 102 per cent and over 
100 -per cent of the rated 
capacities of its plants. 
In addition, production of for¬ 
mulated BHC at Udyoga¬ 
mandal factory during the 
year was also a record figure 
of 3077 tonnes which was 


20 per cent higher than the 
previous best of 2571 tonnes 
reached in 1975-76. Based on 
these trends of production, and 
aided further by continued 
unbroken record of industrial 
peace and harmony in both 
its factories, the company is 
well poised to establish new 
records of achievements in sales 
and profitability during the fin¬ 
ancial year 1976-77. At present 
the company is busy imple¬ 
menting new projects involving 
an outlay of Rs 22 crorcs for 
the manufacture of DDT, 
Malathion, Endosulfan and 
granules of BHC. 

Air-lndia 

Air-1 ndia made a record 
net profit of about Rs 1 7 crore 
during 1976-77 against Rs 6.35 
crore in the previous year. Mr 
K.K. Unni, Managing Director 
of the corporation, disclosing 
this recently, stated that the 
estimated total operating 
revenue for 1976-77 was Rs 275 
crorc, an increase of 36.4 per 
cent over the previous year. 
The government capital invest¬ 
ed in the corporation as on 
March 31, 1977 is Rs 66.82 
crorc, half of which is treated 
as equity capital and the ba¬ 
lance as loan capital on which 
interest charges arc paid. The 
total amount ploughed back 
into the business from inter¬ 
nal resources since nationalisa¬ 
tion in 1953 was Rs 125 
crore. 

Mr Unni stated that there 
was substantial growth in 
revenue from cargo. Various 
factors have contributed to 
Air-Iudia’s remarkable perfor¬ 
mance during the past financial 
year. The system-wise pas¬ 
senger load factor went up 
from 59.3 per cent in April 
1975-January 1976 to 63.5 per 
cent in the corresponding 
period during 1976-77 while the 
overall load factor increased 
from 59.6 per cent to 61.8 per 
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cent. Revenue from cargo 
traffic in 1976-77 was 30 per 
cent over the previous year. 
Mr Unni said that an improve¬ 
ment in aircraft utilisation, 
from 9.57 hours per day per 
aircraft in the previous year 
to 9.62 hours per day per air¬ 
craft in 1976-77, and improve¬ 
ment in staff productivity by 
10.4 per cent brought about 
good result. 

Trade Fairs 

The Commence minister, Mr 
Mohan Dharia, has issued 
instructions that the composi¬ 
tion of Indian delegation to 
the trade fairs in foreign coun¬ 
tries should be small in num¬ 
ber and the expenditure on 
such delegation should be kept 
to the minimum. Disclosing 
this recently the minister stated 
that during 1977-78, India 
proposed to take part in trade 
fairs in 18 countries. Partici¬ 
pating in 16 trade fairs abroad 
in 1976-77 a total business of 
about Rs 1928.IS lakh had 
been effected, he said. Besides, 
export promotion councils and 
commodity boards participated 
in 34 trade fairs during 1976-77 
and secured business worth 
Rs 2758.40 lakhs. 

Bombay High Output 

The offshore Bombay High, 
where production of oil had 
started on May 21 last year, 
yielded over 400,000 tonnes 
jf oil till March-end. A pro¬ 
duction potential of nearly 
35,OOO barrels of oil per day has 
already been established which 
will be gradually stepped up 
to about 80,000 barrels per 
lay by the end of 1977. During 
1977-78 the production is ex¬ 
pected to be about 2.50 million 
tonnes. 

Bombay High is estimated 
:o have an annual production 
>otential of 10 million tonnes 
rf high-quality oil. The deve- 
opraent of the field will be in 


five phases and in each phase 
the annual rate of production 
will go up by an additional 
two million tonnes. While 
implementing phase one of the 
programme which included 
installation of a well-cum-pro- 
duction platform, three well- 
platforms, a single buoy moor¬ 
ing and a gas flaring system, 
it was decided to initiate con¬ 
currently phase two develop¬ 
ment to achieve a higher pro¬ 
duction rate. The additional 
facilities in the extended pro¬ 
gramme included a second pro¬ 
duction deck, an additional 
well platform and single buoy 
mooring system and inter¬ 
connecting pipelines. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of February, 1977 the fifth 
month of the season 1976-77 
was about 938,000 tonnes 
which was equal to the out¬ 
put achieved during the cor¬ 


responding period last season. 
This brings the total produc¬ 
tion during the first five months 
of the season 1976-77 to about 
3,384,000 tonnes as against 
2,930,000 tonnes during the 
corresponding period last year. 
The off-take of sugar from 
factories during the month of 
February, 1977 was about 
312,000 tonnes for internal 
consumption and 23,000 tonnes 
for exports as against about 
289,000 tonnes for internal 
consumption and 176,000 ton¬ 
nes for exports in the cor¬ 
responding period last season. 
The total despatches in the 
first five months in 1976-77 
was 1,557,000 tonnes for inter¬ 
nal consumption and 187,000 
tonnes for export as against 
1,541,000 tonnes for internal 
consumption and 522,000 
tonnes for exports during the 
corresponding period last 
season. The total closing 
stock of sugar with the facto¬ 
ries as on February 28, 1977 
was about 2,477,000 tonnes as 


against 2,073,000 tonnes on the 
same date last season. 

Sugar Release for 
May, 1977 

The government has ordered 
the release of 295,000 tonnes 
of sugar for internal consump¬ 
tion for May, 1977. It will 
consist of 205,000 tonnes of 
levy and 90,000 tonnes of 
free sale sugar. 

International Tractors 
for Turkey 

International Tractor Co of 
India Ltd. has received another 
export order from Turkey for 
supplying 2500 “International” 
tractors model: 444. Last year 
the company received orders 
for 1000 tractors. The order 
is valued at over Rs 10 crores. 
This is the biggest single ex¬ 
port order for tractors from 
India. The company has a 
licenced capacity of 10,000 
tractors a year and its output 
in 1975-76 was 11,503 tractors. 
It also has a letter of intent for 
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expansion to 20,000 tractors. 
The tractors exported by the 
company have been used by 
customers in Turkey, Kenya, 
Tanzania, Zambia, Muscat, 
Indonesia, Nepal, Uganda and 
Somalia. A significant break¬ 
through is the supply of tractor 
components to some of the 
manufacturing plants of Inter¬ 
national Harvesters in Great 
Britain, Australia and Japan. 

UK Assistance 

The ministry of Overseas 
Development announced in 
London recently that just over 
£Im from the ministry's aid 
programme to India would be 
spent on purchasing British 
equipment for a new industrial 
phosphate plant at Haldia in 
West Bengal. The plant will 
produce an essential ingredient 
of synthetic detergents and 
provide about 350 additional 
jobs. The factory is being set 
up by Hindustan Lever Ltd at 
a cost of £17^- million and will 
produce 30,000 tons of sodium 
tripolyphosphate (an ingre¬ 
dient of synthetic detergents) a 
year. The early stages of the 
project are going ahead. Ad¬ 
vice and supervision are being 
provided by the British chemi¬ 
cal firm Albright & Wilson. 

Recruitment by Banks 

The public sector banks will 
fill all vacancies in the clerical 
and allied cadres and 25 per 
cent of the vacancies in the 
junior officers cadre through 
the Banking Service Commis¬ 
sion which was constituted in 
February this year. The com- 
mision has to issue a notifica¬ 
tion under Section 15(1) of the 
Banking Service Commission 
Act and till such time as the 
notification is issued, the banks 
will continue filling up the 
posts directly. The recruit¬ 
ment will not come to a stand¬ 
still pending the issue of notifi¬ 
cation. 

The commission which was 


set up on tl z model of Union 
Public Service Commission 
will conduct examinations for 
appointment in each public 
sector bank to: (a) posts in 
clerical and allied cadres and 
junior officers’ cadre: and 
(b) such posts in cadres of 
officers as the central govern¬ 
ment may by notification spe¬ 
cify. Corresponding to the 
enlargement of the branch net¬ 
work and increase in the over¬ 
all volume of its operations, 
the public sector banking system 
has witnessed a sizable increase 
in its manpower resources. 
The total number of officers 
has increased from 26,837 
in June, 1969 to 67,095 
in December, 1975. The num¬ 
ber of clerical staff has increas¬ 
ed from 100,777 to 188,545 
over the same period. The 
number of officers and clerks 
belonging to scheduled castes/ 
scheduled tribes has gone up 
from about 40 to above 600 
in the case of officers and 
from about 424 to above 
10,000 in the case of clerks. 

Vocational Training 
for Woman 

With the signing of an agree¬ 
ment b .tween the government 
of India and the International 
Labour Organisation (ILO) 
conoerning a vocational train¬ 
ing programme for women, 
India enters a new phase of 
its training drive. This project 
for which the Swedish Interna¬ 
tional Development Agency 
(SIDA) has pledged 2.6 million 
dollars (approximately two 
crore rupees) will be executed 
by the International Labour 
Organisation. The government 
of India is contributing Rs 1.1 
crore in the form of land and 
building and the staff’. The 
country already has four indus¬ 
trial training intsitutes exclu¬ 
sively for the training of 
women. The new project, 
which is concerned solely with 


training of women at various 
levels of skills, will meet the 
long-felt need for expansion 
and diversification of the exist¬ 
ing vocational training facili¬ 
ties for women, 

During its three-year dura¬ 
tion, the project will develop 
a system of assessing the 
training needs of women wor¬ 
kers in new occupations as well 
as in industries already employ¬ 
ing a considerable number of 
female labour force, such as 
textiles, precision instrument 
industry, construction and 
agriculture, etc. Under the 
project, the New Delhi Cent¬ 
ral Training Institute for Ins- 
sructors for Women is to be 
upgraded as an Apex Centre 
at the national level and two 
regional centres are being esta¬ 
blished in Bombay and Banga¬ 
lore. 

Pilot Zone 

A pilot rural zone will 
be selected to assess training 
needs and prepare rural train¬ 
ing programme in collabora¬ 
tion with other agencies involv¬ 
ed in the training of women. 

The trades in which train¬ 
ing will be imparted include 
dressmaking, needlecrafts, gar¬ 
ment knitting and hosiery, 
beauty culture, secretarial, 
assembly of electronic elements, 
art/crafts. Fourteen interna¬ 
tional experts and consultants 
will be attached to the project 
for varying durations to train 
Indian counterparts in these 
fields. The Indian counter¬ 
parts will also be sent 
abroad for specialising in 
the latest training techniques. 
Training equipment worth US 
$680,000 will be supplied to 
th^ project out of the SIDA 
funds. A second phase of the 
project is foreseen during 
which regional centres will be 
established in Trivandrum, 
Lucknow, Calcutta and Chandi¬ 
garh. The agreement for the 


implementation of the project 
was signed by the Director- 
General of Employment and 
Training, Mr S. Loveraj on 
behalf of the government of 
India and by Miss E.R. Brois- 
man, Deputy Director, ILO 
Office, New Delhi, on behalf 
of the International Labour 
Organisation. 

IMF Gold Auction 

The International Monetary 
Fund (IMF) auctioned 52,800 
ounces of gold on April 7 at 
prices ranging from $148.55 
to $151 an ounce, the highest 
prices it has fetched since 
beginning its series of gold 
auctions last June. An IMF 
spokesman indicated that the 
average price at the auction 
was $149.18 an ounce. On 
the London gold market, the 
metal closed on April 7, at 
$148.5 to $ 149. The average 
price paid at the previous 
IMF auction was $ 146.5 an 
ounce. The auction on April 
7 was held under the ‘classic’ 
system, in which each success¬ 
ful bidder paid the price he 
actually had bid. In some 
earlier IMF auction, all suc¬ 
cessful bidders paid the lowest 
price accepted. 

Polyester Replaces 
Glass Bottles 

Soft drink bottles of the 
future will be made of Good¬ 
year developed polyester. In 
the USA, Pepsi-Cola recently 
introduced a 64-ounce contain¬ 
er (bottle) made of pure poly¬ 
ester resin called Cleartuf, 
manufactured by Goodyear. 
Cleartuf was developed to 
replace glass, non-returnable 
bottles, tast year, more 
than 11 billion glass bot¬ 
tles were used. The Clear¬ 
tuf bottles are lightweight and 
shatterproof. They could 
account for 400 million beve¬ 
rage containers before the end 
of the year, according to Mr 
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David Hirschy, a Goodyear 
polyester product manager. 
Polyester usage for bottles may 
jump from zero last year to 
more than 50 million pounds 
this year, according to Good¬ 
year estimates. 

Mr Hirschy stated that 32- 
ounce and upsized containers 
are the fastest growing seg¬ 
ment of the soft drink mar¬ 
ket. The soft drink industry 
will require 300 million pounds 
of polyester resin for nearly 
2.5 billion bottles annually by 
1980. Pepsi conducted a six- 
month test of the new contai¬ 
ners and only two package 
failures were reported during 
the period. The appeal of the 
new bottles is the weight sav¬ 
ings, safety, appearance and 
good record as a packaging 
material. 

Europe's Largest 
Ammonia Complex 

Britain*s largest industrial 
group, Imperial Chemical In¬ 
dustries (1C1), is now Europe’s 
largest manufacturer of ammo¬ 
nia—a vital agricultural ferti¬ 
liser. An 1CI spokesman 
stated recently, that a fourth 
ammonia-producing plant had 
been brought on stream at the 
company’s agricultural chemi¬ 
cal complex at Billingham 
(north-east England), boosting 
production to 1.75 million 
tonnes. Billingham also be¬ 
comes the largest single ammo¬ 
nia producing complex in 
Europe. The new plant pro¬ 
duces the chemical out of 
natural gas from the North 
Sea. Production is current¬ 
ly running at a rate of 
over 1,200 tonnes a day. 
The £40 million was part of a 
total investment in 1976 of 
£440 million in new and ex¬ 
tended facilities. This year 
the company plans to spend 
£550m in this sector. Addition¬ 
ally, more than £700 million has 


been sanctioned for new pro¬ 
jects over the next few years. 

Rourkela Performance 

The cold rolling mill com¬ 
plex of Rourkela steel plant 
has fulfilled the target of 
240,000 tonnes in cold rolled 
sheets and strips fixed for the 
year 1976-77. The cumulative 
production till March 20,1977 
amounted to 240,044 tonnes. 
Asa result of added emphasis 
being given for maximising the 
production from the cold 
rolling mill complex, the cur¬ 
rent year’s production has 
recorded a growth rate of 34 
per cent over that of last year. 
The previous highest annual 
production made in cold rolled 
sheets and strips was in 1975-76 
when 184,947 tonnes were pro¬ 
duced. This amounted to an 
average monthly production of 
15,412 tonnes. Against this, 
the current year’s average 
monthly production works out 
to 20,670 tonnes. 

Names in the News 

Mr R.N. Bhatnagar has 
taken over as Chairman and 
Managing Director of Bharat 
Refineries Ltd. Piior to this 
appointment, Mr Bhatnagar 
has been Managing Director 
of the Refineries and Pipelines 
division of Indian Oil Corpo¬ 
ration Ltd since 1974. He 
joined Indian Oil in October 
1968 as Deputy GenerJ Mana¬ 
ger of Gujarat Refinery Limit¬ 
ed and later he was elevated to 
the post of General Manager 
and posted at Barauni Rdi 
nery. 

Mr R.M. Bhandari took 
over as Chairman and Manag¬ 
ing Director of the Hindustan 
Petroleum Corporation a d 
Caltex India Limited. Prior 
to his new assignment Mr 
Bhandari was Finance Dircctu: 
of the Indian Oil Corporation. 
Before joining IOC, Mr Bhan¬ 
dari was joint Secretary and 
Controller of Capital Issues in 


the department of Economic companies has joined the 
Affairs, ministry of Finance. board of Blundell Eomite 
Mr B.D. Garwarc,, noted Paints Limited and has been 
industrialist and philanthropist, elected as Chairman. He 
as well as founder and chair- takes over from Mr N.G. 
man of the Garwarc group of Bassett Smith. 


Department of Atomic Energy 

On behalf of the President of India, the Director, Directorate of Pur¬ 
chase and Stores, Department of Atomic Energy, Bombay invites tenders as 
detailed below: 

(1) DPS/BARC/EEQ/2599 due on 24-5-1977. Supply of 1.5 TR 
Ordinary type fan Coil Units and spare meters—8 nos. and 4 Nos respec¬ 
tively as per specification. 

(2) DPS/HWP/EEQ/23I due on 18-4-77. Manufacture and supply 
of Local Control Stations at our Heavy Water Project Kota Site, as per 
tender specification 

(3) DPS/BARC/BEQ/2600 due on 9-5-1977. Supply of 3 phase 
squirrel cage geared induction motor and E.M. brake unit complete with 
motor gear box—4 Nos. as per specification. 

(4) DPS/BARC/MIA/lOl86 due on 11-5-1977. -Solid bowl/ pusher’ 
type Centrifuge for Solid-liquid separation application discharge cupacity 
150-200 Kg/hr having suspension particle of 25 to 100 microns with 10 to 
20 in suspension. Qty 1 Unit. 

(5) DPS/BARC/R-5/ELE-46. due on 18 4-1977. Polyethelene tube 
size 6.350 mm O.D. 5 c. re and 19 core bundle, for pneumatic air signal 
transmissir n runs as per Purchaser’s specification - 

(6) DPS/BARC/EBQ/2586 due on 2-5-77. 220 KVA Indoor type 
three phase transformer. 1 No. 

(7) DP3/MAPP/ELE/72 due on 4 5-1977. Des ; gn, manufacture, 
testing and packing of MV, HR PVC Insulated and PVC Jacketed Heavy 
Duty Power Cables, working vol'age upto and including 1100 Volts, a’umi- 
nium conductors: IS: 1554 (Part I;; 50 sq mm/2 cores and 16 sq. mm/3 
cores and as per Purchaser's specifications. 

(8) DPS/TAPS/EEQ/125 due on 4-5-1977. 220 KVA Current trans¬ 
formers and cores. 

(9) DPS/RRC/FAB/159 duo on 5-5- 1 977. Supply, inspection, testing, 
tropical packing and delivery of Crrbon Steel Forgings as per Purchaser's 
U nder document Qty. 5 Nrs. 

(10) DPS/RRCVFAB/I60 due on 6-5 1977. Manufacture and supply 
of Carbon Steel Dished Ends as per Purchaser’s specification and Drawing. 
Qty. 2 Nos. 

(11) DP3/RRC/EEQ/2583 due on 11-5 77. Solid state medium fre¬ 
quency induction geneiator equipment having capacity of 25 KW (con¬ 
tinuous rating) suitable for operation on 415V, 3 phase 50 HZ, 2 wire 
power supply Qty. 1 No. 

(12) DPS/RRC/ELE/118 due on 14-4-1977. Heavy duty PVC insu¬ 
lated, sheathed aluminium conductor cables single steel strip/wire armoured. 
650/1100 volts grade conforming to IS: 1554 (Part I) 1964 in various sizes. 
Quantity: 14290 mtrs. As per Purchaser’s specifications. 

(13) DPS/RRC/FAB/157 due on 22-4-1977. Manufacture and sup¬ 
ply of roof shielding blocks as per Purchaser's specification and drawings. 

(14) DPS/VEC/FAB/8 due on 29-4-1977 Fabrication of Quadrupole 
Magnel including coils and all other auxiliary items as per Purchaser's speci¬ 
fication and drawings. Qty. 20 Units. 

(15) DPS/BARC/R-5/FAB/35 due on 10-S-I977. Design, manufac¬ 
ture, inspection, shop testing, packing, supply, delivery to R 5 Project Site. 
Bhabha Atomic Research Centre, Tromhay, Bombay erection and testing 
at site of Travelling Water Screens complete with accessories for sea water 
system as per Purchaser’s tender document, and drawing. Qty. 2 Nos. 

(16) DPS/NAPP/PPED/EEQ/35 due on 26-5-1977. Design, construc¬ 
tion, testing, inspection, transportation and delivery to site of 2 Nos. 16,5/ 
6.9 KV, 31 5 MVA unit transformer and 2 Nos. 220/5.9 KV, 31.5 MVA 
start up transformers and accessories as per specification. 

(17) DPS/PPED/FAB/291 due on 9-5-77. Manufacture, inspection, 

testing, packing and delivery to Madras Atomic Power Project Site Kalpak- 
kam, Tamil Nadu and guarantee of two sets (one left hand and one right 
hand) of Fueling Vault Rains as per Purchaser’s specification and drawings. 
50 Nos. of rails. ' 

Tender documents priced Rs. 5/- for item at S.No. 1, Rs. 10/- each fi r 
items at S.No. 2 & 3, Rs 15/- for items at S.No. 4, Rs. 25/- each for items 
at S.No. 5 to 11, Rs 100/- each for items at S.No 12 to 16 and Rs 200/- 
for items at S.No. 17, and General conditions of contracts priced Re. 0.50 p 
each except for items at S. No. 9, 10, 13, 14, 15 and 17 can be had from the 
Finance and Accounts Officer, Department of Atomic Energy, Directorate 
of Purchase and Stores, 3rd floor, Mohatta Building, Palton Road, 
Bombay 400 001 between 10 am to l pm on all working days except on 
Saturdays. Tenders will be received upto 3 p.m. on the due date shown 
above and will be opened at 4 p.m. on the same day. The right is reserved 
to accept or reject lowest or any tenders in part or full without assigning 
any reasons, davp 645 (482) 76 
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Chairman's Statement: 

THE INDUSTRIAL CREDIT AND INVESTMENT 
CORPORATION OF INDIA LIMITED 

H T PAREKH Chairman 
UUTLINES MEASURES FOR STRENGTHENING THE ECONOMY 


The year 1976 was characte¬ 
rised by an improvement in the 
performance of the industrial 
sector, especially of the critical 
input industries like coal, steel, 
cement and electricity. Reflec¬ 
ting largely the favourable turn 
in these sectors, growth rale in 
the overall indices of industrial 
output accelerated from about 
4 per cent in 1975 to about 
10 per cent in 1976. 

However, several sub-sectors 
of the industry, especially in 
the area of consumer goods 
and consumer durable goods 
did not participate, in any 
significant manner, in industrial 
recovery. Industries like cot¬ 
ton textiles, paper and paper 
products, electrical appliances 
and transport equipment, to 
name a few, suffered a set-back. 

In the prevailing buyers’ 
market conditions and constant 
pressures on profit margins, 
the question is how to generate 
enough momentum in the 
system to sustain this growth. 
What is disconcerting at the 
present stage is the situation 
of low demand confronting the 
iron and steel industry which, 
along with coal and cement, 
had contributed, in a large 
measure, to the improvement 
in growth of the industrial 
sector. The implicit slow pace 
in the rate of creation of new 
capacity, though not felt im¬ 
mediately because of the cur¬ 
rently unutilised industrial 
capacity, has apparently harm¬ 
ful implications for the future. 

Recognising the need to 
stimulate investment activity 
under these circumstances, 
policies in spheres such as 
industrial licensing, imports 
and taxation were liberalised 
and relaxed. Simultaneously, 
however, monetary and credit 
policies were further tightened 


in order to tackle the increase 
in the level of prices since 
March 1976. 

While vigilance on the price 
front is necessary to stem 
resurgence of inflation, what is 
needed at this juncture is a 
clear assessment of the current 
economic situation — of the 
challenges it poses and the 
potential for growth that it 
contains. Towards this end, 
it will be useful to compare the 
essential economic elements of 
the current phase of price rise 
with those of the-earlier one, 
i.e. the period between January 

1973 and September-end 1974, 
when the rising trend in prices 
was reversed. 

Inflation During 1973 and 1974 

Tha price increase in 1973 
primarily reflected the impact 
of poor monsoons in 1972-73 
which had resulted in a sharp 
fall in the production of food- 
grains and agricultural raw 
materials. This was exacer¬ 
bated by a four-fold increase 
in crude oil prices towards the 
end of 1973. The world-wide 
inflation, which crept in around 
this time, and deprecition in 
the external value of the rupee 
vis-a-vis many currencies of the 
world, pushed up the costs of 
imports and aggravated the 
domestic price inflation. 

Reflecting the cumulative 
impact of these factors, the 
wholesale price index in the 
sub-group of food articles rose 
by 58.0 per cent between 
January 1973 and September 

1974 —the rise in respect of 
groundnut and cotton, jthe 
important agricultural raw 
materials, being 59.0 per cent 
122.2 per cent respectively. 
During the same period price 
indices in respect of fuel and 
power and chemicals, recorded 


increases of 74.1 percent and 
48.4 per cent respectively. 

All in all, between January 
1973 and September 1974, not 
only was there an abnormally 
large increase in the level of 
prices — almost 56 per cent 
in 21 months —■ but the infla¬ 
tionary tendency was also 
spread over the entire spectrum 
of commodities. The pheno¬ 
menon was thus one of a 
generalised inflationary spiral. 
Inflation during that period 
was, in fact, a part of the 
world-wide phenomenon. 

Nature of Price Rise Since 
March 1976 

The price rise since March 
1976, it should be noted, 
differs from the price inflation 
of 1973 and 1974 in one very 
important respect. It is mainly 
confined to articles like ground¬ 
nut and groundnut oil, raw cot¬ 
ton and gur. Thus, since March 
1976, while there has been some 
increase in the prices of rice and 
wheat (partly due to certain de¬ 
ficiencies in the distribution sys¬ 
tem), the index number of who¬ 
lesale prices for groundnut oil 
increased by 49.7 per cent (bet- 
been end March and December- 
end 1976), groundnut by 60.1 
percent, raw cotton by 52.8 
per cent and gur by 18.4 per 
cent. This price rise primarily 
reflects imbalances between 
supply and demand of these 
commodities. 

Apart from this structural 
difference in the composition 
of inflation today, there are 
major differences between the 
present economic situation and 
that which prevailed in 1973 
and 1974. With a good agri¬ 
cultural out-turn for the second 
year in succession, the country 
has augmented its buffer stock 
of foodgrains to reach the 
total of 17 million tonnes at 
the end of 1976. 

As in agriculture, so in the 
field of industry, the economy 
is well-placed now compared 
tp 1973 and 1974 when output 
increased nominally—by 1.6 
per cent and 2.1 per cent res¬ 
pectively. Inadequacy of 
power, strained raw materials 
supply situation and disturbed 
industrial peace were factors 
from the supply side which 
contributed to the slow growth 


in industrial output in those 
years. 

Currently, while for many 
industries demand situation is 
far from satisfactory, constra- , 
ints from the supply side are 
no longer present. Availability 
of critical industrial raw mate¬ 
rials like cement, steel and 
other metals and coal, the lack 
of which restrained growth in 
output in the past, is now 
satisfactory. Also, the com¬ 
fortable foreign exchange re¬ 
serves position, which continues 
to strengthen, has considerably 
enhanced the country’s capa¬ 
bility to effectively manage the 
overall supply position of 
industrial inputs. 

The improvement in foreign ^ 
exchange reserves become all 
the more significant as it reflects 
a new strength of the Indian 
economy in the external sphere. 
Exports have shown a notable 
rise since 1972-73, the growth 
being more marked in respect 
of high value-added non-tradi- 
tional items like leather goods, 
garments and a wide range of 
engineering products. With 
stabilisation in the external 
value of the rupee vis-a-vis 
major currencies of the world 
and a steady inflow of remit¬ 
tances from abroad, the foreign 
exchange reserves increased by 
Rs 1315 crores during 1976 and 
aggregated Rs 2286 crores at 
the end of the year — a pheno¬ 
menon without precedence in 
the country’s history. 

Ironically, however, the way 
in which the mechanics of 
monetary expansion operates, J 
buffer stock of foodgrains 
(since these are financed 
through bank credit) and 
accumulating foreign exchange 
reserves, have themselves led 
to an increase in money supply. 

As a result, money supply in 
December 1976 was 15 per 
cent higher than in the begin¬ 
ning of the year — almost the 
same rate at which it increased 
during inflationary phase of 
1973 and 1974. However, 
notwithstanding the monetary 
expansion of the same order, 
the present situation is qualita¬ 
tively different from that 
prevailing in 1973-74. , 

The causative factors in 
1973 and 1974 were altogether 
different. The expansionary 
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influence on money supply was 
attributable mainly to aug¬ 
mentation in bank credit both 
to the Government sector to 
meet its budgetary deficit and 
to the commercial sector for 
meeting its requirement of 
bank finance. A large increase 
in credit during 1973 and 1974 
was partly a result of inflation 
which required industry to 
borrow more for maintaining 
the same level of physical stock. 

Also, it cannot be overlook¬ 
ed that the increase in money 
supply in 1976 was accompani¬ 
ed by a larger expansion in 
output in the industrial sector. 
Besides, the buffer stock of 
foodgrains and foreign ex¬ 
change reserves arc counter¬ 
part assets of the monetary 
expansion. Likewise, time 
deposits with banks, which 
represent savings of the com¬ 
munity, have continued to rise. 

The pattern of deployment 
of bank credit in favour of 
food procurement and the 
priority sectors, pre-empted 
the lendable resources of the 
banking system. Thus food 
procurement credit, which had 
increased by Rs 140 crores, to 
Rs 564 crores, in the year 
ending April 1975, was of the 
order of over Rs 2100 crores 
by the end of 1976. Together, 
the share of bank credit for 
food procurement, exports and 
priority sectors, rose to 48 per 
cent as on April 30, 1976 from 
39 per cent on April 25, 1974; 
the share of these sectors is 
likely to have increased further 
during the latter half of 1976. 
While the volume of credit 
available to industry and trade 
has increased, so has its need for 
finance due to various reasons. 

An important factor, in the 
recent period, which has con¬ 
siderably enhanced the require¬ 
ment of industrial units for 
funds from the banking sys¬ 
tem, is a structural change in 
the market conditions. With 
the emergence of a buyers* 
market, the relative share of 
receivables and finished goods 
in the total inventories has 
tended to rise. Larger stocks 
of finished goods are now 
being carried by manufacturers, 
due to the reluctance of traders 
to hold stocks in a slow-moving 
market. This has happened 
when the availability of funds 


from alternative sources has 
become uncertain due to several 
reasons. 

It is well-known that a part 
of the working capital was met 
through funds which were 
generally not recorded officially 
in the books of accounts. Such 
funds constituted an important 
source of working capital finan¬ 
ce. With the disappearance of 
the bulk of such funds, a void 
has been created. Industry has 
to fill this gap by tapping 
other sources of finance, both 
internal and external. 

The corporate sector has 
covered a part of this gap by 
resorting to public deposits. 
However, the capacity of indus¬ 
trial units to generate internal 
resources was considerably 
impaired with a decline in pro¬ 
fitability in the corporate 
sector in 1975-76 from the 
1974-75 levels, the drop being 
quite sharp in several cases. 
Some industries, including 
cotton textiles, are still experi¬ 
encing a continued squeeze in 
their profit margins. Units, 
small as well as large, in these 
and other industries are not 
doing too well. They need to 
be supported and sustained. 
The liquidity strains confront¬ 
ing the industrial sector have 
added to the problem of sick¬ 
ness afflicting this sector. Tn 
several cases, the sickness is in 
incipient stages and can be 
remedied with an infusion of 
additional bank finance for 
working capital apart from 
other reliefs. 

While even in normal times, 
working capital finance for 
such weak units is not obtain¬ 
able in adequate measure, 
the problem has been aggravat¬ 
ed in recent months by the 
liquidity position of banks 
themselves. The tightening of 
the refinancing facilties avail¬ 
able to commercial banks from 
the Reserve Bank of India, 
the increase in cash reserve 
ratio to 6 per cent towards the 
end of 1976 and the impound¬ 
ing of incremental deposits in 
J 977* have imposed severe 
strains on the liquidity of 
banks. 

Reassessment of Monetary and 
Credit Policy 

All these measures in the 
area of monetary and credit 
policies are, in fact, in contrast 


with the relaxation and modi¬ 
fications introduced in other 
spheres. Industrial licensing 
policy has been made less res¬ 
trictive. Price controls have 
been lifted or relaxed. Import 
policy has been liberalised. 
Fiscal and other incentives 
have been introduced for en¬ 
couraging investment, larger 
output and for promoting 
exports. 

Against this background, 
there is now a genuine appre¬ 
hension that formulation of 
monetary and credit policies 
with the sole objective of con¬ 
trolling inflation could well- 
nigh nullify the beneficial 
impact of other policies and in 
the end become self-defeating. 
The question to be considered 
is the desirability of using 
general measures of credit res¬ 
traint and high interest rates, 
which had their genesis in a 
period characterised by double¬ 
digit inflation, to deal with a 
situation of seclorally localised 
price rise. 

A fresh look at the situation 
becomes all the more perti¬ 
nent because, given the high 
cost of bank credit and the 
absence of inflationary expec¬ 
tations, it would appear bad 
corporate policy to pile up 
inventories with a view to 
hoarding either raw materials 
or finished goods. Thus at 
this stage, when the economy's 
capability to manage supplies 
is better than at any time in 
the past, a serious examination 
of the trade-offs between 
investment-discouraging effects 
of restrictive credit policies and 
growth-promoting effects of 
calculated liberalisation is war¬ 
ranted. 

Rc-assessment of the situa¬ 
tion is necessary as an upward 
revision in tne interest rates on 
bank deposits, along with the 
increase in lending rates, has 
far-reaching implications for 
the distribution of personal 
savings between risk-free capi¬ 
tal and risk-bearing financial 
assets. 

With commercial banks 
offering a secure return of 10 
per cent on a five year deposit, 
which is almost the minimum 
period in a large majority of 
cases before the share capital 
of a new company can yield a 


dividend to an investor, there is 
little attraction for equity invest¬ 
ment. Investors who are prone 
to take some risks still find 
deposits with companies—yield¬ 
ing a return of anything bet¬ 
ween 10 per cent to 13 per 
cent on a medium-term deposit 
—preferable to equity invest¬ 
ment. 

This is evident from the 
flow of personal savings to 
different types of financial 
assets. While the supply of 
risk capital continues to remain 
halting and hesitant, company 
deposits and time deposits 
with banks have increased 
rapidly. For instance, between 
June 1974 and December 1976, 
time deposits with scheduled 
commercial banks increased 
from almost Rs 6100 crores to 
Rs 9000 crores. Moreover, 
over the years, there has been 
a shift in favour of long-term 
deposits, which funds impinge, 
in a way directly, upon the 
supply of risk finance in the 
capital market. Measures 
should be taken, therefore, to 
restore a balance between the 
relative rates of return from 
different types of financial 
assets. 

The adverse impact of the 
poor response to the issue of 
equity capital is already being 
felt in so far as promoters, 
particularly of new projects, 
find it difficult to raise adequate 
capital from the market. Joint 
sector projects, promoted as 
partnerships between state 
agencies and private entrepren¬ 
eurs, arc not immune to this. 
This situation has inevitably 
affected industrial investment 
adversely, because project costs 
have escalated as a result of 
inflation in 1973 and 1974. 
Individual investor's interest in 
equity capital needs to be 
revived. The gap between 
differential rates of return earn¬ 
ed on equity capital and risk¬ 
free capita) requires to be 
narrowed. 

Need to Increase Investment 
and Exports 

The situation can be examin¬ 
ed from two sides, namely, 
from the sides of deposits and 
of equities. As far as deposits 
with banks are concerned, 
some adjustment can be con¬ 
sidered in the interest rates on 
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long-term deposits. Simultane¬ 
ously, in order to make invest¬ 
ment in equity more attrac¬ 
tive, tax incentive in the form 
of additional exemption on 
dividend income and relief in 
tax on capital gains could 
he provided to individual 
investors in equity capital. 

Rationalisation of the inter¬ 
est rate structure and the pat¬ 
tern of yield are only some ele¬ 
ments of the economic strategy 
conducive to growth with price 
stability. A si/cable step up 
in investment outlays is equally 
important constituent of the 
development strategy. 

Recognising the crucial role 
of investment expenditure, in¬ 
vestment targets for the fifth 
I'ive Year Plan for the public 
and the private sector have 
been stepped up. In terms of 
these targets, investment expen¬ 
diture envisaged for the public 
sector during 1977-78 anti 
1978-79 is Rs 19900 crores- a 
little more than the investment 
outlay during the first three 
years of the fifth Five Year 
Plan. According to present 
indications, the Annual Plan 
outlay in the public sector for 
1977-78 is likely to be of the 
order of Rs 10000 crores--28 
percent higher than in 1976-77. 

Fortunately, developments 
in the recent past make it pos¬ 
sible to formulate a long-term 
growth strategy. The growth 
in industrial exports promises 
an opportunity for upgrading, 
technology-wise and quality- 
wise, the Indian industry. The 
fact that Indian industry is 
equal to the task has been 
demonstrated beyond doubt. 
I-Aports of industrial goods 
have increased rapidly. Our 
human capital in the shape 
of technically-trained personnel 
is much in demand outside the 
country. Our technicians and 
skilled labour not only support 
the developmental efforts in 
the neighbouring countries but 
have also become a major 
source of inward foreign ex¬ 
change remi tances. Indian 
entrepreneurs are engaged 
in implementation of several 
joint ventures in the neigh¬ 
bouring countries. Many 
Indian firms, both in the pub¬ 
lic and the private sectors, have 
bagged large contracts in West 


Asia, against keen competition 
with firms from the industrialis¬ 
ed world. There is also a 
growth in the financial infras¬ 
tructure which is capable of 
supporting, both in terms of 
quantity and sophistry, the 
complex needs of export 
finance. 

We must endeavour to pro¬ 
mote exports of high value- 
added items. Towards this 
end, we need to adopt a more 
pragmatic approach in regard 
to the import of technology 
and equipment for export pro¬ 
duction. Some measures have 
already been taken in this 
regard. On the part of indus¬ 
try, export marketing strate¬ 
gies need to be attuned to this 
task. increasing exports of 
sophisticated industrial goods 
is indeed a difficult task and 
has a long gestation period. 
However, Japan furnishes an 
outstanding example of the 
long-range economic benefits 
of exporting technology-inten¬ 
sive and high value-added items 
such as ships, automobiles and 
electronic equipment. Apart 
from the backward linkages 
emanating from such industries, 
their exports offer a promising 
opportunity for widening mar¬ 
kets and enjoying thereby eco¬ 
nomics of scale. 

f or a country of India’s di¬ 
mensions, however, exports by 
themselves cannot sustain 
growth. In order to boost 
economic activity, in addition 
to public sector investment, 
stimuli from other domestic 
areas of activity will have to 
be provided. Construction is 
one such area which, as the 
experience of the industrialised 
countries shows, can play an 
important role in the revival of 
economic activity. 

The need for encouraging 
housing is well-recognised. In 
his budget Speech for 1976-77, 
the Finance Minister made a 
specific mention of Govern¬ 
ment’s intention to promote 
housing. Apart from occupy¬ 
ing a high position in the scale 
ofsocial priorities, housing is 
a labour-intensive activity. 
Additionally, through its link¬ 
age effects, it spurs investment 
over a wide area of economic 
activity. 

A possible hesitation on the 


part of policy-makers in inject¬ 
ing purchasing power through 
investment expenditure is the 
impact such outlays may have 
on prices. However, such fears 
appear to be unwarranted. 
Through a planned utilisation 
of stock of foodgrains and 
other critical inputs, inflation¬ 
ary pressures can be warded 
off. Besides, unutilised indust¬ 
rial capacity itself offers an 
insurance against shortages. 
If further policy measures are 
required. Government can con¬ 
sider using suitable excise 
reductions as a positive mea¬ 
sure to soften the impact of 
additional demand. A reduc¬ 
tion in the rates of excise 
duties, the prevailing balanced 
supply-demand situation, is 
likely to be reflected in the 
lower final prices. Reductions 
in excise duties effected in 1976 
had a sobering impact on prices 
without affecting Government’s 
revenues. 

Drawing a balance-sheet of 
the pluses and minuses in the 
economic situation as it obtains 
today, the picture that emerg¬ 
es has encouraging prospects. 
Striking a right combination 
between growth and inflation is 
always a delicate task. The 
present economic milieu, how¬ 
ever, nukes it possible to sus¬ 
tain growth without undermin¬ 
ing price stability. Many of the 


traditional bottlenecks hamper* 
ing growth from the supply 
side are no longer operative. 
Any unwarranted disruption 
due to short-term imbalances 
in supply-demand situation can 
be rectified with the stock of 
foodgrains and foreign ex¬ 
change reserves in possession 
of the country. 

1 would like to add that 
events in the past few months 
have moved fast. These would 
undoubtedly have an impact on 
the economic and industrial 
policies of Government. It is 
my hope that the new Govern¬ 
ment, with a mandate from 
the people, will adopt 
measures which will give the 
economy the fillip that it 
requires at this juncture. As a 
part of this, re-examination of 
the monetary and fiscal poli¬ 
cies will be inevitable. Any 
move towards accelerating the 
pace of growth necessarily calls 
for taking some calculated 
risks deriving confidence from 
the favourable elements which 
are already present in the 
economy. 

N.B. This is an extract from the 
Chairman's Statement circu¬ 
lated to the shareholders with 
the Directors* Report and 
Accounts for the year ended 
D;cembir 31,1976. 

April 4, 1977 
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, COMPANY 
AFFAIRS' 


Khandelwal Ferro 
Alloys 

Khandelwal Ferro Alloys 
Ltd has reported impressive 
improvements in its working 
results during the year ended 
December 31, 1976. Sales 

recorded a smart rise to 
Rs 19.32 croresfrom Rs 15.62 
crores while profit after tax 
too was significantly higher at 
Rs 62.62 lakhs as compared 
to Rs 55.88 lakhs in 1975. 
Total export sales jumped to 
Rs7.86 crores from Rs 2.12 
crores in the preceding year. 
The directors have, however, 
maintained the equity dividend 
at 12 per cent. 

Despite power cuts produc¬ 
tion of the ferro-manganese 
unit was more than in 1975. 
While sales at Rs 7.45 crores 
outstripped the previous year’s 
performance by as much as 
Rs 1.97 crores. Domestic 
sales also picked up due to 
increased offtake of ferro¬ 
manganese by public sector 
steel plants. Exports also more 
than doubled to Rs 2.75 crores 
from Rs 1.33 crores in 1975. 

Tube Exports 

The tube mill also reported 
considerable increase in pro¬ 
duction during the year. Sales 
during the year was of the order 
of Rs 11.48 crores as com¬ 
pared to Rs 9.91 crores in the 
earlier year. Export of steel 
tubes amounted to Rs 5.11 
crores as compared to a mere 
Rs 0.79 crores in 1975. 

With the increase in steel pro¬ 
duction in the country the 
domestic demand for ferro¬ 


manganese has been steadily 
increasing. The ferro-manga- 
nese industry has all along 
been an export-oriented indus¬ 
try, and if full power supply 
could be restored to the indus¬ 
try, it will be able to earmark 
the resulting production for 
exports and earn foreign ex¬ 
change to the tune of Rs 1.5 
to Rs 2 crores per annum. 

The domestic market for 
steel tubes continues to be 
slack. While every effort will 
be made to maximise the 
domestic sales in the face of 
competition, the major effort 
will be towards maintaining 
the export market. It is hoped 
that during the current year it 
will be possible for the com¬ 
pany not only to maintain the 
vastly improved performance 
achieved last year but also im¬ 
prove upon it. 

Mukerian Papers 

Mukerian Papers Ltd is 
setting up a paper mill in the 
joint sector in the backward 
area of district Hoshiarpur. 
Punjab. The plant, which 
will have an installed capacity 
of 9,000 tonnes per annum, 
has already been imported 
from West Germany. The 
company has entered into an 
agreement with Cellulosics 
Consultants (Private) Ltd for 
technical know-how and con¬ 
sultancy services. Orders for 
indigenous machinery have 
been placed with the local 
suppliers. The construction of 
the building has commenced. 
Commercial production is like¬ 
ly to start by March 1978. The 
company hopes to reach its 


licensed capacity in the second 
year of its working when its 
operations would also reach 
the break-even point. The capi¬ 
tal outlay of Rs 3.80 crores on 
the project is proposed to be 
met by share capital of Rs 1.30 
crores and term loans of 
Rs 2.50 crores. 

Boots Company 

The performance of Boots 
Company (India) Ltd, during 
1976 has been satisfactory and 
the corporate objectives of 
reducing indebtedness and 
maximisng profit growth were 
successfully accomplished. 
Sales, including other income, 
amounted to Rs 10.25 crores 
as compared to Rs 9.73 crores 
for 1975. The planned change 
in the product mix coupled 
with improved productivity, 
cost saving measures and rigid 
control on expenses in all 
areas of the company's ope¬ 
rations resulted in improved 
profitability. The profit before 
tax for the year amounted 
to Rs 109.83 lakhs representing 
an increase of 23 per cent over 
the pretax profit for the pre¬ 
vious year, and the net profit 
after tax amounted to Rs 43.33 
lakhs as against Rs 31.87 
lakhs for 1975. 

During the year the issued, 
subscribed and paid-up share 
capital of the company was 
increased to Rs 1.55 crores by 
the issue of 7,75,000 equity 
shares ofRs 10 each allotted 
with the approval of the Con¬ 
troller of Capital Issues, as 
fully paid bonus shares in the 
ratio of one for one. 

The directors have also 
recommended payment of divi¬ 
dend of Rs 1.40 per share 
(14 per cent), subject to deduc¬ 
tion of tax, on 15,50,000 fully 
paid up equity shares of Rs 10 
each of the company including 
the bonus shares issued during 
the year. The proposed divi¬ 
dend, if approved at the an¬ 


nual general meeting, will 
absorb Rs 21.70 lakhs as com¬ 
pared to Rs 9.30 lakhs in the 
earlier year. 

The company’s plans to set 
up a new chemical plant at 
Ahmednagar for expansion of 
its bulk drug manufacturing 
activity by undertaking local 
manufacture of Ibuprofen in 
technical collaboration with the 
parent company has been 
taken in hand. The estimated 
cost of the new chemical pro¬ 
ject at Ahmednagar is Rs 80 
lakhs. 

Land has been acquired in 
the MIDC industrial area at 
Ahmednagar for the proposed 
chemical factory and negotia¬ 
tions have been successfully 
carried out with the State 
Industrial and Investment 
Corporation of Maharashtra 
Ltd for long term loans to 
finance the project. 

The guidelines for reduction 
of foreign holdings in foreign 
majortiy companies require that 
the company issues 25 per cent 
of the cost of the new chemi¬ 
cal project, i.e. Rs 20 lakhs v as 
additional equity capital (in¬ 
clusive of premium, if any) to 
Indians only. The company, 
therefore, proposes to issue 
1,48,150 equity shares of Rs 10 
each at a premium of Rs 3.50 
per share to be issued for 
cash as rights to the resident 
Indian shareholders. The Con¬ 
troller of Capital Issues has 
approved the proposed issue. 

Haffkine Bio-Pharma¬ 
ceutical 

Haffkine Bio-Pharmaceuti¬ 
cal Corporation will soon 
start manufacture of commonly 
used formulations such as 
tablets, capsules and ointments 
by setting up a unit at Jalgaon. 
A separate company will be 
floated with the collaboration 
of Western Maharashtra 
Development Corporation. 

This was announced by Mr 


wms ECONOMIST 


717 


april 15,1977 



K.M. Patil, Maharashtra 
minister for Public Health, 
who is also the chairman of 
the corporation. He said 
HBPC had prepared a scheme 
for manufacturing 10 million 
doses of triple Antigen per 
annum, by a new fermentation 
technology. The scheme in¬ 
volves an expenditure of Rs 90 
lakhs. While the union and 
state governments will bear a 
part of the expenses, (echnical 
assistance will be provided by 
World Health Organisation. 

Parrys Confectionery 

The working results of 
Parrys Confectionery Ltd for 
year ended September 30, 
1976, after providing for all 
expenses and charges, includ¬ 
ing interest and profit adjust¬ 
ments relating to previous 
years, showed a loss of Rs 13.37 
lakhs as against a loss of 
Rs 52.13 lakhs for the previous 
year. In view of the adverse 
results, no provision has been 
made for taxation and hence 
no dividend has been declared 
for the year. 

The company has been 
successful in arresting the pre¬ 
cipitous and sudden decline 
in its fortunes by a series of 
measures aimed at keeping the 
cost of operations at levels 
dictated by the severely restric¬ 
ted market for the company's 
products. 

While viewing with satisfac¬ 
tion the reduction in costs, it 
should nevertheless be remem¬ 
bered that the viable opera¬ 
tions of the company cannot 
be ensured if the market for 
the company's products does 
not grow. The roadblock in 
the path of the company’s 
recovery is two-dimensional, 
the prices of essential raw 
materials and the low 
demand. 

The operations of the Malay¬ 


sian company are still a matter 
of concern to the board. 
Although the quality of the 
products produced by the 
company is of a good standard 
and arceptable to the Malay¬ 
sian market, owing to keen 
competition from other bigger 
local manufacturers and im¬ 
ported confectionery, the 
efforts of the company to build 
up a volume of sales which can 
make its operations viable 
have not so far proved fruit¬ 
ful. This has also had its im¬ 
pact on the financial position 
of the Malaysian company. 
The possibilities of diversifica¬ 
tion are being examined with 
a view to resurrect the com¬ 
pany and ensure its satisfactory 
operation. 

The company has been mak¬ 
ing efforts to ensure the viabi¬ 
lity of its operations through 
several measures. Two impor¬ 
tant steps in this direction 
relate to sales to overseas 
markets and agency for distri¬ 
bution and sale of an allied 
product. 

New Agency 

The company has since the 
close of the financial year 
resumed its exports to the 
exent of Rs 2 lakhs. The 
company expects to gradually 
improve the export perfor¬ 
mance which will add to its 
internal sales, besides bringing 
in valuable foreign exchange. 
The company has taken up 
from the beginning of the cur¬ 
rent financial year the agency 
for the well-known ‘Shangrilla* 
biscuits in south India. It is 
expected that this arrange¬ 
ment will prove to be of mutual 
advantage to both the parties. 
The company has also under 
active consideration schemes 
for diversification of it« range 
of products which will yield 
better profit margins and help 
fully utilise the available capa¬ 


city as also improvements in 
packing and presentation. 

State Bank off India 

The State Bank of India in 
1976 had climbed new peaks 
and what is more it had set 
itself still bolder and more 
challenging goals ahead and 
policies to be followed all 
along the line in the coming 
years. This was stressed by 
the chairman, Mr T. R. 
Varadachary while addressing 
the bank's twenty-second an¬ 
nual general meeting. 

The bank's overall perfor¬ 
mance io 1976 kept pace with 
the budgeted levels in all fields 
of activities and was far better 
than in 1975. The number of 
offices opend was 443 as 
against 419; the aggregate 
deposits increased by over 30 
per cent as against over 15 per 
cent; advances to agriculture 
increased by Rs 89 crores as 
against Rs 64 crores; advances 
to small scale industries and 
small business units increased 
by Rs 88 crores as against 
Rs 46 crores; and lendings 
under the DIR scheme in¬ 
creased by Rs 11 crores as 
against Rs 4 crores. 

The bank has decided in 
favour of a positive and sym¬ 
pathetic approach towards sick 
units. As government is a 
major beneficiary from various 
taxes from industrial esta¬ 
blishments, it would not be 
in appropriate, the chairman 
said, to expect the government 
to set up a national rehabili¬ 
tation fund for the revival of 
sick units. 

The State Bank has decided 
to take^ steps to promote re¬ 
search and development. It is 
is the bank’s intention to 
develop close liaison with uni¬ 
versities and other agmeies 
to sponsor and support selected 
research projects. Similarly, 


in view of the bank’s develop¬ 
mental role, it is but proper 
that it takes up specific deve¬ 
lopmental activities in areas 
indicated by national policies. 
One such area is entrepreneur- 
ship. This is essential to foster 
self-employment and develop 
backward areas and the small 
scale sector. Similarly, the 
backward classes such as the 
scheduled castes and tribes 
and the handicapped persons 
need special attention if they 
are to benefit from the special 
lending schemes of the public 
sector banks. The bank accor¬ 
dingly has created a fund of 
of Rs 5 crores from profits 
for 1976. The fund will be 
used for research to refine tools 
and techniques so as to raise 
the productivity of occupations 
of the rural people at the same 
time improving the amenities 
of their living conditions. 

Expansion Programme 

The State Bank has embar¬ 
ked upon a vigorous expansion 
programme overseas. A pers¬ 
pective plan has been prepared 
for opening 44 branches at im¬ 
portant financial centres in 
various time zones in the world 
during the next three years. 
Apart from the profitability 
angle, the bank’s expansion 
programme in foreign countries 
will subserve a number of 
national objectives. The bank’s 
offices abroad will serve as 
nuclei for development of ex¬ 
ports, provide help to Indian 
joint ventures overseas, re¬ 
cycle some of the petro-funds 
for use by Indian projects, and 
promote remittances to India 
by non-residents. 

Nearer home, during 1976, 
the bank has reorganised the 
set-up for foreign exchange 
business. The most important 
step was the opening of four 
overseas branches at Bombay, 
Calcutta, Madras and New 
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Delhi, manned by trained 
staff. The main objective is 
the promotion and efficient 
servicing of exports and in¬ 
ward remittances. 

News and Notes 

TELCO Division of Tata Ex¬ 
ports has just been awarded the 
fourth successive order for 
supply of 140 complete Tata 
buses to the Kuwait Transport 
Company. With this contract, 
the total number of Tata buses 
owned by Kuwait Transport 
Company will be five hundred. 

The success of Tata Exports 
ift this market has been pri¬ 
marily due to the excellent 
performance of Tata buses, 
the effective after-sales service 
and supply of spare parts orga¬ 
nised by Telco and adherence 
ro a tight delivery schedule. 

Kuwait is pe haps the most 
competitive market in the 
world. The confidence and trust 
placed by Kuwait Transport 
Company in Tata buses is ade¬ 
quate proof of the product 
quality and the comprehensive 
backup service provided. 

Apart from Tata vehicles, 
the other divisions of Tata 
Exports have exported steel, 
steel tubes, electrical equip¬ 
ment and other products to 
Kuwait. 

New Issues 

Triton Valves—a new com¬ 
pany of professional managers 
—is setting up a sophisticated 
plant in Mysore for the manu¬ 
facture of four million auto 
moble tyre-tube valves per 
annum, in technical collabora¬ 
tion with a well-known French 
firm. The company expects to 
go into production in August- 
September. 

The project cost is Rs 110 
lakhs and it is being financed 
by a share capital of Rs 40 
lakhs (consisting of Rs 32 
lakhs equity and Rs 8 lakhs 
preference) plus term loans 
from ICICI, IFCI and KSFC 


of Rs 58 lakhs and a central 
government subsidy ofRsl2 
lakhs. The promoters are 
offering shortly to the public 
Rs 15.71 lakhs in equity and 
Rs 4 lakhs in preference shares. 
The Karnataka State Industrial 
Investment and Development 
Corporation Ltd, is participa¬ 
ting in the project as a co-pro¬ 
moter with an investment of 
Rs 3.5 lakhs in equity capital 
and Rs 4 lakhs in preference 
shares. The company expects 
to declare a maiden dividend 
within four years. 

Capital and Bonus 
Issues 

Consent has been accorded 
to the following companies to 
rai e capital. Details are as 
under: 

M/s Metazinc Private Limi¬ 
ted. Bombay, have teen accor¬ 
ded consent, valid for six 
months, to capitalise Rs750,Q00 
out of its general reserve 
and issue fully paid equity 
shares of Rs 100 each as bonus 
shares in the ratio of one 
bonus share for each equity 
shere held. 

M/s Tims Products Limited, 
have been accorded consent 
valid for six months, to capi¬ 
talise Rs 189,000 out of its 
general reserve and issue fully 
paid equity shares ofRslO 
each as bonus shares in the 
ratio of one bonus share for 
four equity shares held. 

M/s The Rustom Jehangir 
Vakil Mills Co Ltd, have been 
accorded consent, valid for six 
months, to capitalise Rs 1.80 
million out of its general 
reserve and issue fully paid 
equity shares of Rs 50 each as 
bonus shares in the ratio of 
one bonus share for each 
equity share held. 

M/s Cummins Diesel Sales 
& Service (India) Ltd, Kothrud 
(Poona) have been accorded 
consent, valid for six months, 
to capitalise one million rupees 


out of its general reserve and 
issue fully paid equity shares 
of Rs 100 as bonus shares in 
the ratio of one bonus share 
for each equity share held. 

M/s Asbestos & Jointings 
Co Pvt Limited, Bombay, have 
been accorded consent, valid 
for six months, to eapitalise 
Rs 800,000 out of its general 
reserve and issue 8,000 fully 
paid equity shares ofRs 100 
each as bonus shares in the 
ratio of four bonus shares for 
five fully paid equity shares 
held. 

M/r Karnataka Shipping Cor¬ 
poration Ltd, Bangalore, have 
been accorded consent, valid 
for 18 months, to the issue of 
1,117,500 equity shares of 
Rs 10 each and 50,000, 11 per 
cent redeemable cumulative 
preference shares of Rs 100 
each for cash at par. 

M/s Shree Prakash Textiles 
(Gqjarat) Pvt Ltd, have been 
accorded consent, valid for six 
months, to capitalise Rs 270,000 
out of its general reserve and 
issue fully paid equity shares 
of 100 each as bonus shares in 


the ratio of one bonus share 
for three equity shares held. 

M/s L.D. Weaving Industries 
Private Limited, have been 
accorded consent, valid for 
six months, to capitalise 
Rs 600,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
one bonus share for each 
equity share held. 

M/s Avon Cycles Private 
Limited, Ludhiana, have been 
accorded consent valid for 
six months, to capitalise 
Rs 905,200 out of its general 
reserve and issue 9,052 fully 
paid equity shares of Rs 100 
each as bonus shares in the ra¬ 
tio of one bonus share for each 
fully paid equity share held. 

M/s The Parshuram Pottery 
Wo,ks Co Ltd, have been 
accorded consent valid for 
six months, to capitalise 
Rs 1,225,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 25 each as 
bonus shares in the ratio of 
one bonus share for three 
equity sheres held. 


Dividend 

(per cent) 

Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 





Asian Cables Corporation 

Dec. 

31. 1976 

10.0 

6.0 

Goodlas Nerolac 

Dec. 

31, 1976 

25.0 

20.0 

Anil Starch 

Dec. 

31, 1976 

15.0 

12.0 

Indian Vegetable products 

Dec. 

31, 1976 

25. Of 

20.0 

Searle (India) 

Dec. 

31, 1976 

20.0 

16.0 

Gokak Patel Volkart 

Dec. 

31, 1976 

20.0** 

14.0 

Ugar Sugar Works 

June 

30, 1976 

15.0 

8.0 

Sarswati Industrial Syndicate 

Aug. 

31, 1976 

15.0 

12.0 

Same Dividend 





Amar Dye-Chem 

Dec. 

31, 1976 

14.0* 

14.0 

Wheels India 

Dec. 

31, 1976 

12.0 

12.0 

Dharmasi Morarji Chemical 

Dec. 

31, 1976 

16.Of 

16.0 

Indian Explosives 

Sept. 

30, 1976 

20.0 

20.0 

♦Besides a one-for-two bonus issue. 

fOn the enlarged capital. 


♦•In addition to one-fov-five bonus Issue. 
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Analysis of Lok Sabha 
elections 

In the recent general elections in Pondicherry; 39.84 percent 
to the Lok Sabha, the Bhartiya in Karnataka; 35.78 per cent 
Lok Dal (BLD) secured 43.17 in Assam; 32.39 per cent in 
per cent of the total votes pol- Maharashtra; 32.33 per cent in 
led. The Indian National Con- Andhra Pradesh; 31.81 percent 
gress secured only 34.54per cent in Dadra and Nagar Haveli; 
of the votes, the lowest-ever 21.46 per cent in West Bengal; 
secured by the party. It had re- 17.83 per cent in Tripura; 17.67 
ceived 43.68 per cent of the per cent in Tamil Nadu; 14.70 
votes in 1971; 40.73 per cent per cent in Goa, Daman & 
in 1967 and 44.72 per cent in Diu; 12.98 per cent in Punjab; 
1962. 8.58 per cent in Manipur; 8.49 

The maximum number of P er ccnt in Jammu and Kash ‘ 
votes polled by the BLD was in mir and 7 20 P er ccnt in 
Haryana where it secured 70.35 Kerala, 
per cent followed by 68.15 per The Congress party secured 
cent in Delhi; 68.03 per cent in the maximum number of votes 
Uttar Pradesh; 66.13 per cent in Lakshadweep with 58.59 per 
in Chandigarh; 65.21 percent cent, followed by Andaman & 
in Rajasthan; 65.01 per cent in Nicobar Islands 58.54 per cent; 
Bihar; 58.37 per cent in Andhra Pradesh 57.36 percent; 
Himachal Pradesh; 57.95 per Karnataka 56.74 per cent; 
cent in Madhya Pradesh; 51.77 Arunachal Pradesh 56.34 per 
per cent in Orissa; 49.54 per cent; Assam 50.56 per cent; 
cent in Gujarat; 44.44 per cent Nagaland 48.32 per cent; Maha- 

General Elections 


RECORDS 

AND 

STATISTICS 

rashtra and Dadra & Nagar percent in 1967; 55.42 per cent 
Haveli 46.93 per cent each; in 1962 ; 47.84per cent in 1957 
Gujarat 46.92 per cent; Mani- and 45.67 per cent in 1952. 
pur 45.31 per cent; Goa, The BLD had contested 404 
Daman & Diu 39.98 per cent; seats and captured 294 seats. 
Tripura 39.74 per cent; Hima- Besides 19 candidates fought 
chal Pradesh 38.30 per cent; on the Congress(0) symbol in 
Orissa 38.18 per cent; Mizoram Tamil Nadu and Pondicherry 
37.07 per cent; Meghalaya and three were returned. The 
35.92 per cent; Punjab 35.87 Congress had contested 493 * 
per cent; Madhya Pradesh seats and it captured 153 seats 
32.50 per cent; Rajasthan 30.56 including two un-contested 
percent; Delhi 30.15 percent; sea ts in Sikkim and Aruna- 
West Bengal 29.39 per cent; c hal Pradesh. The score of 
Kerala 29.12 per cent; Chandi- ot her parties is CPI 7, CPM 22, 
garh 28.37 per cent; Uttar other parties 50 including three 
Pradesh 25.04 per cent; Bihar f or Congress(O) and indepen- 
22.90 per cent; Tamil Nadu dents 13. 

22.28 percent; Haryana 17.95 TWs year 2)439 

per cent and Jammu and fought the clections as against 
Kashmir 15.20 per cent. 2,784 in 1971; 2,369 in 1967; 

Out of a total electorate of 1,985 in 1962; and 1,519 in 
320 million, 60.54 per cent votes 1957. 

were polled this year as against The analysis of the votes is 

55.29 per cent in 1971; 61.33 given in the following table : 

> Lok Sabha, 1977 


Electorate 

Total votes 
polled and 

No. of 
votes 

No. of valid 
votes Dolled 

Party-wise total and percelnage of votes polled 



percentage 

rejected 
and per¬ 
centage 

T viVw I/VIIVU 

INC 

BLD 

CPI 

CPM 

Other 

parties 

IND 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 





Andhra Pradesh 





27,567,572 

17,202,988 

487,859 

16,705,123 

9,582,708 

5,400,643 

446,644 

786,719 

— 

489,009 


(62.40) 

(2.89) 


(57.36) 

(32.33) 

(2.67) 

(4.72) 


(2.92) 





Assam 






7,223,176 

3,965,448 

142,138 

3,823,310 

1,932,994 

1,368,058 

54,216 

110,085 

— 

357,957 


(54.90) 

(3.58) 


(50.56) ‘ 

(35.78) 

(1.42) 

(2.88) 


(9.36) 





Bihar 






34,906,450 

21,263,845 

388,938 

20,874,907 

4,781,242 

13,570,930 

1,175,203 

42,042 

219,980 1,085,510 


(60.92) 

(1.83) 


(22.90) 

(65.01) 

(5.63) 

(0.20) 

(1.05) 

(5.20) 


— 1 Gontd. 
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4,109,075 

8,353,883 

(69.24) 

241,512 

(2.89) 

5,766,654 

4.224,405 

(73.26) 

75,861 

(1.80) 

1,467,600 

902,107 

(61.47) 

22,929 

(2.54) 

2,488,815 

1,433,737 

(57.61) 

52,910 

(3.69) 

16,820,844 

10,608,037 

(63.06) 

326,213 

(3.08) 

11,455,716 

9,074,523 

(79.21) 

220,249 

(2.43) 

22,780,389 

12,502,791 

(54.88) 

700,396 

(5.60) 

28,844,061 

17,414,823 

(60.38) 

513,474 

(2.95) 

784,241 

473.895 

(60.20) 

8,554 

(1.80) 

530,326 

264,544 

(49.88) 

10,498 

(3.97) 

473,257 

250,016 

(52.83) 

8,862 

(3.54) 

12,643,927 

5,603,830 

(44.32) 

210,036 

(3.75) 

7,520,990 

5,519,147 

(73.38) 

112,645 

(2.04) 

15,236,473 

8,672,720 

(56.92) 

269,262 

(3.10) 


■ASTON BCONOMUT 


8,112,371 

Gujarat 

3,806,126 

4,019,124 


(46.92) 

(49.54) 

4,148,544 

Haryana 

744,862 

2,918,446 


(17.95) 

(70.35) 

Himachal Pradesh 


879,178 

336,760 

513,177 


(38.30) 

(58.37) 

Jammu & Kashmir 

1,380,827 

209,941 

117,198 


(15.20) 

(8.49) 

10,281,824 

Karnataka 

5,833,567 

4,096,690 


(56.74) 

(39.84) 

8,854,274 

Kerala 

2,578,708 

637,206 


(29.12) 

(7.20) 


Madhya Pradesh 

11,802,395 

3,835,805 

6,839,738 


(32.50) 

(57.95) 

16,901,349 

Maharashtra 

7,932,267 

5,474,987 


(46.93) 

(32.39) 

465,341 

Manipur 

210,851 

39,924 


(45.31) 

(8.58) 

254,046 

Meghalaya 

91,255 

_ 

241,154 

(35.92) 

Nagaland 

116,527 


5,393,794 

(48.32) 

Orissa 

2,059,490 

2,792,146 


(38.18) 

(51.77) 

5,406,502 

Punjab 

1,939,530 

701,553 


(35.87) 

(12.98) 

8,403,458 

Rajasthan 

2,568,232 

5,479,837 


(30.56) 

(65.21) 
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287,124 

(3.54) 

25,289 

(0.61) 

1,118 

(0.03) 

192,867 

(4.65) 

265,962 

(6.41) 

15,709 

(1.79) 

— 

— 

13,532 

(1.54) 

— 

— 

483,192 

(34.99) 

570,496 

(41.32) 

35,117 

(0.34) 

— 

— 

316,450 

(3.08) 

919,359 

(10.38) 

1,799,261 

(20.32) 

2,152,059 

(24.31) 

767,681 

(8.67) 

61,590 

(0.52) 

— 

153,980 

(1.30) 

911,283 

(7.73) 

113,717 

(0.67) 

601,158 

(3.56) 

1,730,193 

(10.24) 

1,049,027 

(6.21) 

53,506 

(11.50) 

— 

109,130 

(23.45) 

51.930 

(11.16) 

— 

— 

— 

162,791 

(64.08) 

— 

— 

124,627 

(51.68) 

— 

169,890 

(3.15) 

106,960 

(1.98) 

45,972 

(0.85) 

219,336 

(4.07) 

87,032 

(1.61) 

276,973 2,193,437 
(5.12) (40.57) 

207,977 

(5.85) 

40.418 

(0.48) 

31,708 

(0.38) 

— 

283,263 

(3.37) 


— Contd. 
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2 

3 

4 

5 

6 

7 

8 

9 

10 





Tamil Nadu 






27,285,686 

18,251,512 

391,675 

17,859,837 

3,977,306 

3,156,116 

822,233 

279,081 

8,688,395 

936,706 


(66.89) 

(2.15) 


(22.28) 

(17.67) 

(4.60) 

(1.56) 

(48.65) 

(5.24) 





Tripura 






866,027 

606,797 

18,643 

588,154 

233,718 

104,858 

13,180 

200,482 

35,916 

— 


(70.07) 

(3.07) 


(39.74) 

(17.83) 

(2.24) 

(34.09) 

(6.10) 






Uttar Pradesh 





51,943,691 

29,332,411 

618,654 

28,713,747 

7,190,380 

19,530,439 

316,387 

29,045 

78,335 

1,569,171 


(56.48) 

(2.11) 


(25.04) 

(68.03) 

(1.10) 

(0.10) 

(0.27) 

(5.46) 





West Bengal 






25,411,045 

15,123,244 

441,345 

14,681,899 

4,314,352 

3,151,318 

952,997 

3,839,091 

804,967 

1,619,174 


(59.51) 

(2.92) 


(29.39) 

(21.46) 

(6.49) 

(26.15) 

(5.48) 

(11.03) 




Andaman & Nicobar Islands 





85,290 

60,590 

22 

60,568 

35,400 

— 

— 

— 

— 

25,168 


(76.34) 

(0.04) 


(58.45) 





(41.55) 





Arunachal Pradesh 





93,770 

52,764 

2,074 

50,690 

28,557 

— 

-- 

— 

— 

22,133 


(56.27) 

(3.93) 


(56.34) 

Chandigarh 





(43.66) 

160,963 

108,494 

1,413 

107,081 

30,382 

70,808 

2,481 

— 

— 

3,410 


(67.40) 

(1.30) 


(28.37) 

(66.13) 

(2.32) 



(3.18) 




Dadra and Nagar Haveli 





37,532 

25,706 

1,575 

24,131 

11,324 

7,678 


— 

— 

5.129 


(83.19) 

(6.13) 


(46.93) 

Delhi 

(31.81) 




(21.26) 

2,544,577 

1,816,375 

18,380 

1,797,995 

541,145 

1,225,289 

6,407 

— 

— 

24,154 


(71.38) 

(1.01) 


(30.15) 

(68.15) 

(0.36) 



(1.34) 




Goa, Daman and 

Diu 





477,404 

299,786 

6,740 

293,046 

117,150 

43,069 

— 

— 

118,748 

14,079 


(62.80) 

(2.25) 


(39.98) 

Lakshadweep 

(14.70) 



(40.52) 

(4.80) 

19,471 

16,480 

94 

16,386 

9,600 

— 

— 

— 

— 

6,786 


(84.64) 

(0.57) 


(58.59) 





(41.41) 





Mizoram 






204,480 

102,075 

1,350 

100,725 

37,342 

— 

— 

— 

— 

63,383 


(49.92) 

(1.32) 


(37.07) 

Pondicherry 





(62.93) 

298,192 

219,560 

3,316 

216,244 

— „ 

96,101 

— 

_ 

115,302 

4,841 


(73.63) 

(1.51) 



(44.44) 



(53.32) 

(2.24) 

320,050,694 

193,746,527 

5,307,617 

188,438,910 

65,088,520 

81,355,333 

5,310,775 

8,103,723 

17,247,100 11,333,459 


(60.54) 

(2.74) 


(34.54) 

(43.17) 

(2.82) 

(4.30) 

(9.15) 

(6.02) 
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RECORDS A STATISTICS 


World population 
growth most rapid 
in Africa 


The world’s population reach¬ 
ed 3,967 million in mid-1975, 
an increase of 77 million in 
one year, according to the 
latest United Nations Demo¬ 
graphic Yearbook .* The figure 
represents a 1.9 per cent 
annual growth rate which, if 
maintained, will double world 
population in 37 years, by the 
year 2011. 

Among other statistics in the 
1118’page yearbook: 

—Life expectancy in Norway 
is the highest in the world, 
77.6 years for females at birth, 
with a total of 14 countries 
recording an expectation of life 
of over 75 years for females 
and eight nations showing over 
70 years for males; 

—Nearly eight out of every 
ten persons in the world live 
in the 25 most populous 
nations; and 

—Ten nations of more than 
200,000 population have an 
infant mortality rate of less 
than 15 per 1000 live births, 
while eight nations record a 
rate of over 60 deaths per 
1000 live births. 

This issue of the Demogra¬ 
phic Yearbook contains the 
latest statistics on population 


* Demographic Yearbook 197S ; 
Sales No. E/P. 7G.XU1. 1: price 
US $42.00 loihbound -{US *34.00 
paporbound), or equivalent in 
other currencies; may be ordered 
from the Sales Section, United Na¬ 
tions, New York or Geneva, or 
thi ough major book sellers t hro ugh- 
out the world. 


size, natality, mortality, mar¬ 
riage and divorce for over 200 
countries or areas of the world. 
Urban and rural components 
of most statistics are shown 
wherever possible. Four new 
tables appear in this issue. 
One of these, showing maternal 
deaths and maternal mortality 
rates, will appear regularly in 
future issues. 

Special Topic 

As in the past, the Demo¬ 
graphic Yearbook 1975 fea¬ 
tures a special topic; in this 
issue it is natality. Thirty- 
three tables are devoted to this 
subject. These include detailed 
data on natality by age of 
mother, by birth order and by 
age of father; data on live 
births by type, weight and 
gestational age and data on 
legitimate fertility by age of 
parents and duration of mar¬ 
riage. Also included in the 
special topic section are tables 
on foetal mortality, legally 
induced abortions and female 
population by number of chil¬ 
dren. Among these, three 
tables that present selected 
derived measures of natality, 
live births by birth weight and 
live births by gestational age, 
are appearing for the first time. 

Breaking down world popu¬ 
lation (3,967 million) by regi¬ 
ons, the yearbook shows that, 
according to latest figures, the 
2,256 million people living in 
Asia constitute more than half 
(56.9 per cent) of all the people 
in the world. Each of the 


remaining regions has a much 
smaller proportion of the total, 
with 473 million (11.9 per cent) 
living in Europe, 401 million 
(10.1 percent) in Africa, 324 
million (8.2 percent) in Latin 
America, 255 million (6.4 per 
cent) in the Soviet Union, 237 
million (6.0 per cent) in 
Northern America and 21.3 
million (0.5 per cent) in 
Oceania. 

On a regional basis, the most 
rapid increase in the world’s 
population is taking place in 
Africa. Rates of population 
growth are two per cent or 
more in 40 out of 47 countries 
or areas of Africa for which 
data are available and 10 of 
these are experiencing levels of 
three per cent or more. In 


Europe, on the other hand, 
26 out of 37 countries or areas 
report an inciease of less than 
one per cent. In fact, three of 
these report a negative rate 
reflecting a decrease in popu¬ 
lation for the reporting period. 
Countries or areas of north 
and south America exhibit a 
wide range of growth levels, 
both high and low, while 
Asia and Oceania are generally 
high (33 countries or areas in 
Asia report rates of two per 
cent or more and 14 of these 
have rates of three per cent or 
more). In the Soviet Union, 
rates are less than one per 
cent. 

Eight of the ten highest 
crude birth rates in the world 
are found in Africa. Among 


— 
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countries or areas with 200,000 
or more population, the highest 
birth rates are in Senegal and 
Niger (about 55 births per 
1,000 population) followed by 
Zambia (52), Togo (51) and 
Mali, Rwanda, Benin, Liberia, 
Yemen and Democratic Yemen 
(all with 50). Austria reports 
the lowest crude birth rate 
(12,3) followed by Belgium 

(12.7) , the United States (14.7), 
Canada (15.4), Singapore 

(17.8) , Japan (18.6), Barbados 

(18.9) , Uruguay (19.1), Hong 
Kong (19.3) and the Nether¬ 
lands Antilles (20.0). 

Another measure of natality 
is the net reproduction rate 
which provides an indication 
of whether or not enough 
births are occurring within a 
population to maintain its 
current size. Over the long-run 
and in the absence of interna¬ 
tional migration, a net repro¬ 
duction rate of 1.0 implies zero 
population growth. A rate 
greater than 1.0 would indicate 
that a population would in¬ 
crease in size and one less than 
1.0 would indicate population 
decrease, assuming current 
child-bearing and mortality 
patterns remain unchanged. 

Reproduction Rate 

Among countries or areas of 
200,000 or more population, 
the highest net reproduction 
rate M.3) is reported for 
Kuwait. This is followed by 
Surinam (3.0), Dominican Re¬ 
public and Mexico (2.8), 
Honduras and Syrian Arab 
Republic (2.7), Lebanon, Thai¬ 
land, Paraguay and Jordan 
(all 2.6). 

The lowest net reproduction 
rate is reported for Finland 
(0.709). This is followed by 
German Federal Republic 
(0.710), German Democratic 
Republic (0.732), Luxembourg 
(0.733), Switzerland (0.822), 
Netherlands (0.843), Belgium 


(0.878), the LS (0.879), Sweden 
(0.899) and Austria (0.907). 

One of the new tables ap¬ 
pearing in this issue of the year¬ 
book presents data on maternal 
death and maternal mortality 
rates. Among countries or areas 
with 200,000 or more popula¬ 
tion, the lowest maternal mort¬ 
ality rates are found in Europe. 
Sweden has the very lowest 
rate (2.7 maternal deaths per 
100,000 live births). This is 
equivalent to approximately 
one maternal death for every 
37,000 live births. After 
Sweden, the lowest maternal 
mortality rates are for Denmark 
(2.8), Norway (3.3), Finland 
(7.0), Ireland (8.8) and Puerto 
Rico (10.2). 

Maternal Mortality 

Of the countries or areas for 
which reliable birth and death 
statistics were available, Re¬ 
union has the highest maternal 
mortality rate (198). A mater¬ 
nal mortality rate of 200 im¬ 
plies one maternal death for 
each 500 live births. After 
Reunion, the highest maternal 
mortality rate is for Sri Lanka 
(179.3), followed by Argentina 

(159.1) , Guatemala (136.6), 
Jamaica (128.3), Bahamas 

(114.1) and Mexico (110.8). 

Western European countries 

and Japan continued to record 
the lowest infant mortality 
rates (less than 15 deaths per 
1,000 live births), according to 
the yearbook. By contrast, 
eight countries in Africa and 
Latin America reported rates 
of 60 deaths or more per I,(KM) 
live births. The 20 lowest in¬ 
fant mortality rates for coun¬ 
tries or areas of 200,000 popu¬ 
lation or more are: Sweden 
(1975)8.3; Finland(1974) 10.2; 
Norway (1974) 10.5; Nether¬ 
lands (1975) 10.6; Japan (1974) 
10.8; Iceland (1975) 11.1; 

Denmark (1975) 11.5; France 
(1974) 12.1; Switzerland (1974) 
12.5; Spain (1974) 13.1; Singa¬ 


pore (1975) 13.9; Luxembourg 
(1975) 14.8; Canada (1974) 
15.0; England and Wales 
(1970) 15.8; German Demo¬ 
cratic Republic (1974) 15.9; 
Belgium (1974) 16.2; New 
Zealand (1973) 16.2; Australia 
(1973) 16.5; Byelorussian SSR 
(1974) 16.6; USA (1974) 16.7, 

The countries or areas with 
200,000 or more population 
reporting 60 or more infant 
deaths per 1,000 live births 
are: Burundi (1970-71) 150.0; 
Cape Verde (1974) 78.9; Chile 
(1971) 77.8; Guatemala (1973) 
81.2; Lesotho (1974) 114.4; 
Liberia (1971) 159.2; Malawi 
(1971-72) 142 1; Rwnda (1970) 
132.8. 

Female infants in Norway 
enjoy the longest life expec¬ 
tancy in the world, 77.60 years, 
according to the yearbook. 
Thirteen other countries or 
areas—Sweden, Netherlands, 
France, Canada, Japan, Den¬ 
mark, Iceland, Switzerland, 
Puerto Rico, Byelorussian SSR, 
the United States, England and 
Wales and Hong Kong—also 
recorded a female life expec¬ 
tancy at birth of more than 
75 years. 

Life Expectancy 

Sweden recorded the longest 
expactation of life for males, 
72.11 years, with seven other 
nations—Norway, Netherlands, 
Japan, Denmark, Iceland, 
Switzerland and Israel—regis¬ 
tering a male life expectancy 
at birth of more than 70 years. 

Most African countries or 
areas show an expectation of 
life at birth of less than 50 
years (19 less than 40 years, 
20 from 40 to 49 years, and 
nine over 50 years). In the 
Americas, Europe, the Soviet 
Union and Oceania, however, 
the majority of countries or 
areas record an expectation of 
life of 60 years or more. All 
the countries or areas of 
Europe fall into this group. 


Twenty-seven of the 42 coun¬ 
tries or areas of the Americas 
are also in this category, along 
with five of the six countries 
or areas of Oceania for which 
data are available. 

The 25 most populous coun¬ 
tries or areas in 1975, in rank 
order by size of population, 
are shown as follows: China, 
India, USSR, USA, Indonesia, 
Japan, Brazil, Bangladesh, 
Pakistan, Nigeria, Federal 
Republic of Germany, Mexico, 
United Kingdom, Italy, France, 
Philippines, Thailand, Turkey, 
Egypt, Spain, Poland, Republic 
of Korea, Iran, Ethiopia, 
South Africa. 

Source of Information 

The statistics presented in 
the Demographic Yearbook 
are, for the most part, official 
data assembled by the Statisti¬ 
cal Office of the United Na¬ 
tions from monthly and annual 
questionnaires, from official 
government publications and 
from correspondence with the 
national statistical services or 
other appropriate govern¬ 
mental offices. Some estimates 
included in the yearbook are 
prepared by the United Na¬ 
tions Population Division. 

The Demographic Yearbook 
is prepared by the Statistical 
Office of the United Nations. 
The 1975 edition, which up¬ 
dates previous editions, is the 
twenty-seventh in a series 
which began in 1948. It should 
be emphasized that, though 
based on official data received 
from the various countries or 
areas of the world, supplemen¬ 
ted by estimates made by the 
United Nations Population 
Division, data presented are, in 
some cases, of questionable 
reliability. The qualifications 
which pertain to the data are 
displayed prominently in the 
yearbook. There are also ex¬ 
tensive notes which explain the 
limitation of the data. 
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You have to see them to believe them. , 

80 please visit your nearest Gwalior Suiting showroom, dealer or retailer. 

See and feel the exquisite designs, the inimitable shades and 
the rich texture. And buy them, in our special stgt- lengths. . 

Alae see and buy our exclusive HERMAN Shirtings— A AA% the GWAUOR*'' 
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ngef presents 
a different kind of 

INDUSTRIAL REVOLUTION 


A range off Quality motors 
few can match 

a unique service to back it all upl 


LY B HT motors from \ 
0.25 hp to 2000 hp 
Heavy motors in frame. t 
sizes: 400 to 710 
Crane Duty Motors 
Textile Motors 
Single Phase Motors 
Increased Safety Motors v 
Vertical Hollow Shaft 
Motors 

Vibrator Motors 
Roller Table Motors 
Flame proof Motors 


You name it I NGEF has it 
Big Motors. Small Motors. 
General Purpose Motors. 
Special Purpose Motors. 
Low Voltage Motors. High 
Voltage Motors. Squirrel 
Cage Motors Slipring 

Motors.Yes, we could go 

eo__ 


Export Quality 
Over the years, thousands of 
NGEF motors have left 
our shores for technologically 
advanced countries in 
Europe and the rest off the 
world. Naturally, this 
wouldn't have been possible 
iff our motors didn’t stand up 
to recognised international 
standards. IEC, BSS, VDE , 
DIN....you name it—our 
motors stand up to them all. 

Service now and forever 
You could call it a strength 
If you like. For. service we've 
been told, la one of the 
secrets of our success. And 




It's nice to know that our 
customers walk away 
assured of our services In 
planning, selection, 
installation, testing, 
commissioning and 
everything else that matters. 

NGEF 

Drives 
-unmatched In 
quality, range or 
service. 

NGEF LTD 

Factory B Registered Office: 
Byappanahalll, 
BANGALORE-560038 
Sates offices in principal cJtiaa. 



eastern economist 


APRU. 22 , 1977 

















eastern 

ECONOMIST 


VOL. <8 NO. 16 APRIL 22,1977 
Price Rupees Two 


Leading Articles 

A Whisk for the Wasps 729 

Stitch In Time 73f 

Food Policy Takes Shape 732 

Monkeying with Groundnut 733 

On the Way to a Golden Jubilee 736 

Point of View 

Total Revolution Remains Our 

Mission — Jaya Prakash Narayan 739 

Developing Coconut Industry 

—A.R. Patel 740 


Potentiality of Petroleum Products 

for Excise Revenue — Mahesh C. Varma 742 

Window on the World 

Carter Plan for Energy — E.B. Brook 749 

Nigeria : Rapid Growth Though Oil 
Boom — Union Bank of Switzerland 750 

Moving Finger 753 

Trade Winds 

Cabinet Secretariat Reorgani¬ 
sed; Gold Price; ITDC; 

Bharat Pumps and Compres¬ 
sors; Consultants for West 
Asia; Texmaco Exports to 
Malawi; Indo-Pafcistan Trade; 
Confectionery Manufacturers' 

Meet; Premier Auto Price; 

Board of Directors for Indian 
Irortf Compensation Issue in 
IISCO; Air Cargo Complex 
at Ahmedabad; Names in the 
News 754-754 

Company Affairs 

ICICI; Hindustan Aluminium; 

Modi Spinning; Modi Indus¬ 
tries; Eagle-Tansi Joint 
Venture; Indian Hydraulic; 

Gujarat Alkali; Punjab & 

Sind Bank; News and Notes; 

New Issues; Dividend 757-759 

Chairman's Speech 

Coromandel Fertiliser* Ltd. 790 

Records and Statistics 

FICCI on Development Approach to 
a Prosperous Society 791 


A whisk for the wasps 

When Mr Y.B. Chavan, sermonising from his party’s trough of despond, called for 
“broad national reconciliation”, he was clearly imagining that he was not merely 
making a high-sounding noise, but uttering a profound truth. He is probably dis¬ 
illusioned now. Criticism of his sophistry has been justly unsparing. It has been 
pointed out that the “aberrations” of the emergency—he used this word as an out¬ 
rageous euphemism for the horrors and atrocities perpetrated on a mass scale through 
the machinery of government or under the umbrella of his party—are not flies to be 
swatted. Nevertheless the last laugh may yet be with the Congress leaders. History 
is far too familiar with criminals in high places getting away with murder—and 
history, it seems, is about to repeat itself in this trampled and tormented land. 

On April 8, the Home minister announced the government’s decision to set up 
a commission of inquiry, headed by an eminent judge, to 1 iok into all complaints of 
“excesses, malpractices and abuse of authority” during the emergency and related 
matters. This pronouncement has been swallowed with surprising ease by a large 
section of the public as an earnest of the government’s commitment to punish the 
guilty who, h the words of Mr Charan Singh, “had unleashed untold repression and 
terror on the nation”. This gullibility is very disturbing, indeed. Quite clearly, the 
Home minister’s statement has skirted round the issue instead of coming to grips with 
it. The government expects people with specific complaints to take them to the com¬ 
mission and its hope, apparently, is that the commission’s report will help to expose 
the abuse of political or governmental power by a handful of unscrupulous individuals. 
Mr Charan Singh said less than nothing about the government initiating legal pro¬ 
ceedings immediately against those about whose complicity in crimes or offences 
involving violations of Xhz law evidence may already be available in state papers, 
official files or other documents. Unless the government’s contention is that the 
criminals had been covering their traces completely all along or had destroyed all 
incriminating documents during the change-over in New Delhi, it is difficult to see why 
the law is not being set in motion here and now to bring before the courts at least 
those who were functioning at the highest level of political authority and were there¬ 
fore primarily responsible for the crimes of the emergency. 

Let a roving commission by all means collect, analyse and document the working 
of the em:rg?ncy for the educad m of the present generation or the entertainment of 
future generations. But, let there be no pretence that nothing can be done to take to 
the courts those for the prosecution of wh >m sufficient grounds may exist according to 
the evidence already available with the government, until a commission of inquiry has 
gone to work and produced at least interim reports. More important still, let there be 
no pretence at all that once a commission has finished its labours, the punishment of 
the guilty must follow as night follows day. It is only too often the case that 
politicians or officials arraigned before commissions of inquiry or found guilty or 
otherwise accountable by them manage to survive and steal back into public life or 
administration merely because public memory is short or the capacity of a whole 
people to persevere in sustained rage against wrong-doers is necessarily of limited 
duration. This would be particularly true of crimes or offences of a “macro-economic” 
or ‘‘macro-political” nature. 

If the government has no intention of committing a fraud on the Janata , which 
has been the most innocent victim and the worst sufferer at the hands of the politicians 
and officials who master-minded the emergency and its works, it must set about the 
business of identifying and prosecuting the criminals in a more business-like manner 
and with a greater sense of its responsibility to a trusting electorate and an expectant 
public. It should make full use of its own investigative machinery to procure, collate 
and present evidence to its law officers for their advice on taking the suspects to court 
and, if necessary, it may set up special tribunals either under the ordinary law of the 



land or through legislation enacted for the 
purpose. Time is always an essential 
element in ensuring that justice is done 
and is seen to be done. 

There are also important political 
aspects to the imperative of effective and 
speedy prosecution It is now on record 
that the emergency was declared without 
benefit of discussion or decision by the 
Council of* Ministers. In other words, Mrs 
Gandhi took the wholly unconstitutional 
step of procuring the signature of the then 
president to the proclamation by abusing 
her position as prime minister. By colla¬ 
borating with and conniving at her move, 
he was also acting equally unconsti¬ 
tutionally and in violation of his oath of 
office. Yet, an attempt has been made 
with some success in presenting the late 
president as a martyr, allhough, factually, 
he was a stooge. If this attempt is not 
countered by bringing on record the out¬ 
rageous illegality of the proclamation of 
the emergency, his successors to the high 
office of head of state may not feel suffi¬ 
ciently encouraged to be careful of similar 
derelictions. The presidency may be 
ornamental, in which case the public has 
the right to demand that it should not 
become a dangerous toy. 

equivocal defence 

More seriously still, Mrs Gandhi is 
publicly unrepentant of her action in 
effecting a proclamation of the emergency 
without the cabinet taking a decision as 
stipulated in the Constitution. She has 
not hesitated to enter a defence replete 
with equivocations. She was wrong on 
facts when she claimed that, on an earlier 
occasion, an important decision to devalue 
the rupee had after all been taken by her 
government without the subject being 
brought before the Council of Ministers. 
The proposal to devalue processed at 
other levels of government became a deci¬ 
sion only after it was put to the cabinet 
and was approved by it. Moreover, there 
are well-understood conventions in parlia¬ 
mentary government which permit of deci¬ 
sions such as those relating to changes in 
the par value of the currency or the fiscal 
or monetary measures of the government 
being kept secret and confidential up to 
the point of public disclosure. The 
reasons are obvious and are implicit in the 


public interest. But, even such decisions 
do require to be validated by the approval 
of the cabinet just before the zero hour. 
In any case, what must frighten us is the 
off-hand manner in which Mrs Gandhi has 
equated a step such as devaluation of the 
currency with an arbitrary exercise of 
power, subverting the basic governmental 
system of the country for personal ends. 
This inkling of the mind of a natural-born 
authoritarian must teach us its own un¬ 
forgettable lesson. 

If there is a clearer case of the abuse of 
power than this, it is the gross interference 
with the Constitution in the name of 
amending it during the period of the 
emergency. A couple of captive presiding 
officers no doubt upheld the validity of 
this extraordinary law-making carried 
through a parliament from which many of 
the ruling party's political opponents had 
been forcibly kept away through detention 
under laws which were themselves of 
questionable legality. This, however, has 
not come in the way of the present 
leader of the opposition in the Lok Sabha 
swearing by the notorious 42nd amendment 
which he apparently regards as a blessing 
of the emergency and not as an aberration. 
As if to put its seal on its commitment to 
this and similar other “gains” of the 
emergency, the Congress working com¬ 
mittee has chosen Mr Swaran Singh, the 
midwife of the “unconstitutional” reforms, 
as its provisional president for bringing 
about the party’s reconciliation with the 


Compensation to present landholders for acqui¬ 
sition of their property rights in lands is to be paid 
on a graded scale. Cash disbursements will be 
made in case the amount payable is less than a 
thousand rupees. In other cases the government 
will pay at its option cash or bonds of guaranteed 
face value at maturity carrying fhtcrcst of less than 
three per cent per annum. Compensation will be 
calculated on the basis of net profit according to 
the nature and circumstances of each interest, for 
which purpose the government intends to set up a 
special machinery. While the government has 


idea of Mrs Gandhi’s renewed leadership, 
if not to assist in “the broad national 
reconciliation” which Mr Chavan is so 
keen on selling to a violated public still 
nursing its wounds. 

True to the dominant wisdom in the 
higher echelons of the party that Mrs 
Gandhi, in spite of everything, is the only 
realistic rallying point for its broken 
fortunes, the Congress working committee 
has refrained from putting her errant son 
in the dock, although it was open to it to 
ignore his tactical resignation from the 
AICC and proceed to take disciplinary 
action against him as it has done against 
two other malefactors, viz, Mr Bansi Lai, 
who has been expelled from the primary 
membership of the party for six years and 
Mr V.C. Shukla, who has been prescribed 
a “reprimand”. Although Mr Shukla has 
escaped lightly and Mr Om Mehta alto¬ 
gether, the Congress working committee is 
to be complimented on rot waiting for a 
commission to produce evidence against 
Mr Bansi Lai or Mr V.C. Shukla. The 
government surely ought to take its cue. 
If their ow<i colleagues in the party are 
satisfied with the evidence that Mr Bansi 
Lai and Mr V.C. Shukla are guilty of 
misuse of power, can it be seriously 
contended that the government does not 
have reasonable grounds in the form 
of official documents available to it 
for setting the law in motion? It is 
just not possible that they could have 
made questionable use of their official 


decided in principle to acquire the interests of all 
classes of rent receivers as well as all interests in 
hats, bazaars, forests, jungles, water courses, 
marshy tracts, etc, in actual execution it purposes 
to take over only the surplus cultivable land held 
by proprietors, tenure holders and raiyats in excess 
off certain prescribed standards and distribute the 
land thus acquired among petty cultivators, land¬ 
less labourers and bargadars so as to provide them 
with economic holdings. This opens up an enor¬ 
mous field for political patronage and corruption, 
which is likely to give a cause for misgiving. 
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positions or authority in an organised assume the legitimate and even obligatory of the inflation rates in the manufacturing 
manner over a period of some 20 months role of prosecutor? Why, indeed, a com- countries. According to current estimates, 
for their political or personal ends without mission of inquiry before any action is the programme for modernising and ex¬ 
leaving incriminating evidence. Why, taken at all? A whisk to waft away the panding the industry may involve an 
then, should the government hesitate to wasps and not even a fly-swatter? investment of up to Rs 250 crores on both 

counts. 


Stitch in time 


One of the reasons why some of our est¬ 
ablished industries are sliding into the 
sick list is that, over a period of years, 
they have failed to generate or retain 
sufficient internal resources for moderni¬ 
sation and expansion. Quite often, a com¬ 
bination of unduly restrictive commodity 
controls, unrealistic pricing policies and 
misconceived fiscal levies has not only 
discouraged new investment but positively 
encouraged hand-to-mouth attitudes on 
the part of business managements leading 
to progressive obsolescence of plant and 
equipment. Since this process cannot be 
allowed to go on indefinitely and since, soo¬ 
ner or later, the public interest has to be 
safeguarded wherever it is threatened by 
the decadence or decay of important 
industries, the government has found it¬ 
self called upon to undertake or assist 
expensive rehabilitation operations for 
maintaining employment or the produc¬ 
tion of essential goods. 

national waste 

Since our economic history for the 
last 10 years is replete with such instances 
of national waste, it would be inexcusable, 
indeed, if those concerned, whether in 
business or in government, were to conti¬ 
nue to let such lapses recur. On indus¬ 
try’s representatives rests the primary res¬ 
ponsibility to anticipate problems or diffi¬ 
culties of this kind and, where need 
arises, to press on the attention of the 
government appropriate proposals for 
warding off adverse developments, or 
initiating corrective action. Such efforts, 
however, can bear fruit only if the govern¬ 
ment, for its part, is prepared to look at 
industry’s suggestions constructively and 
respond to them in a prompt and positive 
manner. Otherwise, as has happened with 
cotton textiles, jute, sugar and some 
other industries, one crisis will follow 
another until the affected industries run 


up enormous bills, ultimately at the cost 
of the public, for delayed rehabilitation. 

From this point of view, the woollen 
industry deserves credit for placing before 
the government its requirements for order¬ 
ly progress. Here is an industry with 
substantial scope for expansion clearly 
indicated by a growing home market and 
developing export opportunities. This 
scope was assessed by a Task Fore? of 
the Planning Commission in 1972 on the 
basis of certain demand projections and, 
although the progress of the industry 
since then has not been unsatisfactory, it 
has now become clear that a special 
effort will have to be made if its perfor¬ 
mance is not to lag behind domestic and 
export needs in the coming years. 

modernisation of equipment 

The bulk of the existing plant and 
machinery, for instance, has to be replac¬ 
ed by more modern equipment consistent 
with the quality and productivity norms 
for the industry as accepted the world 
over. Of most of the mills set up around 
1950, about 75 percent were equipped 
with reconditioned machinery bought 
second hand. Moreover, during the last 
25 years, not more than 25 per cent of 
the capacity has been replaced. The 
Planning Commission had accepted the 
estimates of the Task Force, which 
had suggested that the industry would 
have to invest about Rs 43 crores 
in the modernisation of machinery and 
another Rs 70 crores on expansion of 
capacity. Both operations have since 
become financially much more burden¬ 
some due to the escalation in the prices 
of capital goods. In the case of the wool¬ 
len industry, there is the further compli¬ 
cation that the machinery has to be im¬ 
ported from abroad. The cost of this 
machinery necessarily reflects the effects 


An outlay of this order seems to be 
beyond the unassisted capacity of this 
industry. Its profitability is notoriously 
vulnerable to fluctuations in the world 
market prices of raw wool as well as 
sharp swings in the domestic demand for 
its manufactures, especially in the higher- 
priced ranges. Additionally, this industry, 
in common with many others in our coun¬ 
try, has had to cope with pyramidal 
structures of import duties and excise 
taxes weighing heavily on all stages of 
manufacture. As a result, for every 100 
kg of fabric, all-wool or mixed, produced 
by the industry, an amount between 
Rs 30,000 and Rs 40,000, on an average, 
is stated to be blocked on account of the 
incidence of duty at various points of 
production, starting with the procure¬ 
ment of raw materials. 

In its memorandum to the Indirect 
Taxation Enquiry Committee, the indus¬ 
try has given the following details of the 
incidence of taxation: 


Total incidence 
of duty 
per kg—Rs 


Fabrics—All-wool 64s 

85.62 

55% polyester-f45% wool 


blended 

94.52 

Handknitting yarn—all- 


wool 64s 

58.48 

Cashmilon acrylic 

73.22 


These tax burdens are disproportionate¬ 
ly heavy in relation to costs of production 
as well as prices of finished goods. They 
need to be substantially reduced if the 
industry is to summon the willingness and 
show the ability for undertaking large 
i ivestments on modernisation and expan¬ 
sion. To start with, the present import 
duty of 40 per cent on imported machi¬ 
nery is clearly onerous since it is essen¬ 
tially a heavy-handed revenue-raising 
measure, there being no indigenous manu¬ 
facture to be protected. There is a good 
case for permitting duty-free import of 
machinery for recognised schemes of 
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modernisation of plant or expansion of 
capacity. 

Simultaneously, the investment allow¬ 
ance of 25 per cent allowed to speci¬ 
fied industries as a cushion against.the 
burdensome nature of heavy capital out¬ 
lays on plant and machinery could be 
extended to the woollen industry. There 
is, in fact, a feeling in business circles 
that the scheme is not serving its purpose 
as well as it should since its intentions 
are being grudgingly interpreted and its 
provisions applied or administered even 
more grudgingly. So long as the govern¬ 
ment chooses to rely on this scheme for 
facilitating modernisation and expansion 
of plant in important industries, parti¬ 
cularly those with problems of obsole¬ 
scence, it should add to its meaning by 
extending its coverage of industries and 
give it a new lo^k by liberally interpre¬ 
ting eligibility for its benefits. 

high import duties 

The woollen industry has the unenvi¬ 
able distinction of bearing high rates of 
import duly on its raw materials—45 per 
cent on raw wool and 120 per cent on 
synthetic fibres used by it in the manu¬ 
facture of blended fabrics. The implica¬ 
tion of these rates, evidently, is that wool¬ 
len fabrics are a luxury—a supposition 
at odds with the genuine need of the 
people for warm clothing for the winter 
months in the northern parts of the coun¬ 
try. These heavy levies are also contrary 
to the objecthe of a viable and competi¬ 
tive export capacity for the industry taking 
into account changing patterns of trade 
between d^volopin* countries on the one 
hand and industrialised countries with 
high wage-structures on the other. It is 
in the fitness of things that every levy on 
a raw material for industry should be 
treated as “suspect” until its relevance to 
the public interest is clearly established. 

Claimants for central excise duty relief 
are undoubtedly numerous. But this 
should be no provocation for the Finance 
minister to treat their requests as so 
many special pleadings. Given the hapha¬ 
zard and almost mindless manner in 
which central excise taxation has been 
piling up over a period, the least that any 
fiscal policy attempting to be enlightened 
would do is to consider each claim serious¬ 
ly and respond to it as its merits demand. 


The Jha Committee’s labours are relevant 
to this context, but the exercise of judg¬ 
ment in the Finance ministry in terms of 
the forthcoming budget is an immediate 
necessity. As in several other industries, 
a many-tiered, high-rise structure of 
duties has encouraged evasion in the 
woollen industry and the simplification of 
the duty scheme may itself pay for most 
of the tax reliefs by improving assess- 


The removal of restrictions on inter¬ 
state movement and the raising of the 
support price from Rs 105 to Rs 110 
per quintal arc the main elements of the 
latest price policy for wheat. While the 
trading community in the country has 
welcomed these decisions, the chief minis¬ 
ters of two states with Congress govern¬ 
ments—Punjab and Maharashtra—have 
lost no time in describing the increase in 
price as disappointing; they have argued 
that the revised price is not remunerative 
enough for the farmer. 

Analysing the cost of production of 
wheat in Punjab and other states, the 
Agricultural Prices Commission had re¬ 
commended that the procurement price of 
wheat should remain unchanged at Rs 105 
per quintal. The increase granted by the 
government therefore could at best be 
described as a controlled political response 
to the fanners’ lobbies in the principal 
producing states. During the hectic acti¬ 
vities of the election, some Akali candi¬ 
dates for Parliament might have promised 
the farmers of Punjab a procurement 
price of Rs 150 per quintal but surely Mr 
Prakash Singh Badal, the Agriculture and 
Irrigation minister who belongs to the 
Akali party, could not honour this pro¬ 
mise without aggravating inflationary pres¬ 
sures or saddling the central government 
with an intolerably heavy burden of sub¬ 
sidy on food distribution.. 

The central government is already hold¬ 
ing stocks of nearly 18 million tonnes of 
foodgrams, mostly of wheat. It is not 
keen on adding to these stocks for two 
reasons. First, stocks are already over¬ 
flowing the warehousing capacity available 


ment and collection as well as by 
broadening the production base in which 
lies the revenue potential of the industry. 

Finally, the government could afford 
to assist liberally the financial needs, 
including the foreign exchange require¬ 
ments, of the woollen industry since its 
export earning, now around Rs 90 crores, 
could be stepped up to Rs 150 crores in 
the coming years. 


to the Food Corporation of India. 
Second, further large procurement would 
involve the locking up of scarce funds in 
wheat purchases. While the government 
does not want to shirk its responsibility 
for maintaining remunerative prices for 
farmers when output exceeds expectations, 
it desires that farmers should generally 
seek to realise better prices through the 
normal trade channels if the market could 
bear it. Herein lies the importance of dis¬ 
tinguishing between the procurement 
price fixed in the last season and the sup¬ 
port price fixed by the government during 
the current season. 

interstate movement 

To help the farmer in realising a price 
higher than the support price, the govern¬ 
ment has removed the curbs on inter¬ 
state movements. The urban centres 
where prices of wheat in the free 
market are significantly higher than 
prices at the official distribution centres 
could absorb a part of the produce thus 
allowing the farmer to realise a price 
higher than the support price. For 
instance, the price of average variety of 
wheat in Delhi after the pronouncement 
of the new policy has been around Rs 135 
per quintal. Taking into account the 
transport cost when wheat is brought 
from Punjab or Haryana as well as the 
middleman’s profit, the farmer should be 
able to get more than Rs 110 per quintal. 
In case prices drop, the government could 
move in to support the purchase of the 
surplus available in the market. If how¬ 
ever prices of wheat rise in some areas, 
the government could meet the require- 
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ments of the people there through its 
distribution outlets at prices which have 
prevailed hitherto. Thus the new wheat 
policy is realistic in the sense that it does 
try to sort out the conflicting interests of 
the parties involved in the most equitable 
manner. 

In view of the change in policy, the 
government has rightly fixed no state-wise 
procurement targets for wheat. The level 
of procurement in each state will depend 
upon the state of the crop and the share 
which is moved out to the deficit areas. 
This also does away with the bonus 
scheme which has hitherto been a burden 
on the central exchequer. The explanatory 
memorandum on the interim budget of 
the ccnfral government for 1977-78 states 
that “the pooled distribution cost for all 
foodgrains is now estimated around 
Rs 15.51 per quintal”. The details of ex¬ 
penditure are: 

Cost per quintal 

of sales—Rs 


Transit loss 

1.31 

Storage loss 

0.14 

Freight 

5.65 

Handling charges 

1.04 

Godown charges 

0.61 

Interest charges 

4.68 

Administration overhead 


(excluding storag ) 

2.09 

Total 

15.51 


The carrying cost of buffer stocks is 
estimated at Rs 22 per quintal. The 
memorandum anticipates offtake from the 
central pool during 1977-78 at about 
9.56 million tonnes. Provision had been 
made for a subsidy of Rs 460 crores to 
the Food Corporation of India (FC1) in 
the budget estimates. 

revised estimates 

In view of the change in wheat policy, 
these estimates would need to be revised. 
The procurement of wheat may be far 
less than what was estimated by the pre¬ 
vious government. If the procurement of 
wheat during the current season remains 
around three million tonnes as against 
five million tonnes under the old policy, 
the government would be spared the bur¬ 


den of subsidy as well as the carrying 
cost on two million tonnes which might 
result in a substantial saving. 

The time has come for the new govern¬ 
ment to chalk out a clearly thought-out 
policy in regard to the stockpile of food- 
grains. Currently, on outlay of about 
Rs 2,000 crores is involved and with the 
new arrivals of wheat in the market it 
may soon jump up to Rs 2,500—3,000 
crores. Is it necessary to maintain official 
stocks of the order of 20 million tonnes? 
A historical study of output and imports 
of foodgrains might be of some help. The 
worst drought of 1966 and 1967 had 
forced this country to import as much as 
19 million tonnes. In no two other con¬ 
secutive years had this country been oblig- 


The welcome break in the price of 
groundnut oil from Rs 9,500 to Rs 7,800 
per tonne, which occurred during the 
four weeks ending March 19, has 
proved to be short-lived and the 
price has bounced back to Rs 8,900. This 
suggests that notwithstanding the efforts 
which arc being made to contain oil 
or oilseed prices, the situation does not 
brook complacency. 

Various factors contributed to the 
downward trend in the price during the 
four weeks to March 19. These included 
resumption of exports from the major 
groundnut oil producing state, namely 
Gujarat, to the other parts of the country 
under the revised policy of the state 
government, the vastly liberalised imports 
of edible oils for use by vanaspati 
manufacturers, significant imports of 
tallow for the production of soap in the 
large-scale sector and the advent of the 
new crop mustard oil in the market. The 
sentiment was also affected to some ex¬ 
tent by curtailment of the exports of both 
edible and non-edible oils. 

Groundnut oil exports from Gujarat to 
the other parts of the country were resum¬ 
ed in early February after the state 
government revised its earlier restrictive 
policy to contain the price within the 


ed to import similar quantities of food- 
grains. In view of these facts, it may be 
prudent to fix a ceiling to the stockpile 
at around its present level of 18 million 
tonnes and not allow it to grow further. The 
carrying cost of the buffer stocks which, 
as stated earlier, is at present around 
Rs 22 per quintal should also be brought 
down. An attempt needs to be made to 
reduce the subsidy to the FCI by scrutini¬ 
sing the elements of expenditure involved 
in maintaining the stocks. Incidentally, 
the budget for 1976-77 has provided for a 
subsidy of Rs 300 crores only to the FCI 
but the revised estimates indicate its es¬ 
calation to Rs 506 crores. Scrutiny of 
this shaip rise in the grant to the FCI 
seems indicated. 


state. The salient features of the revised 
policy were : 

(i) the state government would collect 
a levy of 30 per cent from producers of 
groundnut oil at Rs 70 per tin of 16 kgs. 
net (against Rs 66 a tin earlier) for creat¬ 
ing a buffer stock of about 80,000 tonnes 
for distribution through fair price shops 
to the weaker sections of society (earlier 
this percentage was 16); 

(ii) oil millers would be allowed to sell 
40 per cent of their output in Gujarat 
at market prices instead of adhering to 
the ceiling of Rs 74 per tin, which was 
abrogated in the revised policy; and 

(iii) the reminder 30 per cent output 
could be exported by millers at competi¬ 
tive prices to the rest of the country, 
instead of the state government engaging 
itself in exports as was decided earlier. 

This policy narrowed down the differ¬ 
ence between the price in Gujarat and 
elsewhere in the country, providing relief 
to the consumers in importing states 
and benefitting the producers in Gujarat. 

The vastly liberalised imports of edible 
oils for use in vanaspati manufacture 
enabled the government to revise the for¬ 
mula governing production of this cook¬ 
ing medium. Under the revised formula, 
although the use of groundnut oil was 
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not banned in the manufacture of vanas- 
pati and this oil could be used up to 25 
per cent of the raw material requirements, 
this use was to be insignificant. The for¬ 
mula stipulated that vanaspati manufac¬ 
turers had to use 75 per cent of imported 
oils (soyabean and palm oils), 15 per 
cent cottonseed oil and 10 per cent re¬ 
fined oils—five per cent til oil and five 
per cent sunflower oil. Groundnut oil, 
thus, was by and large made available for 
direct consumption. 

import plans 

Imports of edible oils were stepped up 
markedly in January. Already the State 
Trading Corporation is stated to have 
contracted during the current oil season, 
starting from November I, 1976, nearly 
368,000 tonnes, against just a small quanti¬ 
ty in the corresponding period of the 
last oil season. Most of these imports 
have been arranged since January. Besid¬ 
es, soyabean and cottonseed oil imports 
to the extent of 50,000 tonnes are being 
effected under PL 480 from the United 
States of America in terms of an agree¬ 
ment signed in January and rapesecd 
imports from Canada under a special 
grant of that country. About 10,000 
tonnes of groundnut oil arc also expected 
to be imported from the Sudan under 
an unfulfilled previous contract. Further, 
imports of all edible oils of the order of 
200,000 tonnes have been allowed under 
the open general licence, out of which 
contracts had been entered into to the ex¬ 
tent of 45,000 tonnes till about a fortnight 
ago. In all, imports of the order of 
slightly over 600,000 tonnes are expected 
to be made this year. Imports of a higher 
order are not ruled out, if considered 
necessary. 

Imports of tallow for soap manufac¬ 
ture have already been effected by the 
STC to the extent of 30,000 tonnes. 
Contrary to the practice of last year of 
not providing any tallow for the produc¬ 
tion of soap in the large-scale sector, 
this raw material is now being made 
available to this sector as well to reduce 
the pressure on the oils market. Orders 
are stated to have been placed on foreign 
suppliers for another 15,000 tonnes. 

The above steps surely should have 
stabilised the price of groundnut oil in 


particular and those of other edible 
oils in general at levels well within 
the reach of the common man and 
around the average prices last year. The 
reversal of the downtrend in prices since 
the terminal week of March and the 
accentuation of the resumed uptrend early 
this month have belied this expectation. 

The latest upward trend in the prices 
of edible oils is primarily attributed 
to two factors—the abatement of selling 
pressure with the approach of the lean 
season for oilseeds and the firming up of 
the international oils market in the past 
about one month. The price of crude 
rapeseed oil in the world market has shot 
up during this period from #580 to #720 
per t rine and that of the refined variety 
from #650 to 8800 a tonne. The price of 
crude soyabean oil has gone up from 
#600 to #725 per tonne and of palm oil 
from J 680 to 8 825 a tonne. This has 
given rise to the feeling that future im¬ 
ports of edible oils will have to beat 
much higher prices than those which the 
STC and others have paid for the imports 
already arranged. 

Private importers perhaps arc taking 
advantage of the situation, although 
the former STC chairman, Mr Vinod 
Parekh, announced on the eve of relin¬ 
quishing his charge that the STC would 
be able to maintain its issue prices of 
imported oils to the vanaspati industry 


at the current levels for the period at least 
till the end of June, This was because 
the stocks with the STC and the imports 
already arranged by it would suffice at 
the rate of a release of about 58,000 ton¬ 
nes during this period. The imports 
arranged this month and those contemp¬ 
lated in the near future which would cost 
slightly more, would be available to 
vanaspati manufacturers only later. The 
STC, however, is confident that there 
would not be any shortage of edible oils 
this year and sufficient imports would be 
effected to augment domestic produc¬ 
tion, thanks to the comfortable foreign 
exchange position. 

The current situation on the ground¬ 
nut oil front, of course, would not have 
arisen had the grwernmental action at 
impoits of edible oils for vanaspati manu¬ 
facture been prompt. The \acilIation 
on the part of the government to decide 
about imports, which was so evident 
about this time last year when disconcert¬ 
ing trends appeared in the market des¬ 
pite a bumper groundnut crop (approxi¬ 
mately seven million tonnes) and a near- 
normal rapeseed ciop in 1975-76, per¬ 
sisted right up to the end of December 
last. The situation that developed last 
year was the direct outcome of the comp¬ 
lacency of the government in allowing 
the price of groundnut oil to fall to such 
an unrcmuncrative level as Rs 3,800 per 
tonne, as against about Rs 6,000 a tonne 


Taull 1 

Acreage, Production and Yields of Edible Oilseeds 


Groundnut Five major oilseeds 


Year Area Production Yield Area Production Yield 



(000 hec¬ 
tares) 

(000 tonnes) 

(kg/hcc- 

tarcO 

(000 hec¬ 
tare) 

(000 tonnes) 

(kg/hcc- 

tare) 

1960-61 

6477 

4697 

725 

13758 

6903 

502 

1965-66 

7700 

4262 

554 

15245 

6420 

421 

1970-71 

7330 

6108 

833 

15418 

9258 

600 

1971-72 

7515 

6178 

822 

16036 

8744 

545 

1972-73 

6993 

4091 

585 

14750 

6857 

465 

1973-74 

6900 

5798 

840 

15091 

8683 

575 

1974-75 

7063 

5111 

724 

15638 

8229 

526 

1975-76 

7376 

6991 

950 

15457 

10173 

658 
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(average) a year earlier, which not only 
pushed up the direct consumption of 
groundnut oil but also led to its indis¬ 
criminate use in vanaspati manufacture for 
about five months after the 1975 main 
crop. With imports of both edible oils 
and tallow curtailed drastically, the sup¬ 
plies in the market started dwindling fast 
by about this time last year despite the 
bumper crop. 

Even when the goverment realised the 
gravity of the situation, it failed to act 
promptly and, except for allowing slightly 
liberal imports for the immediate amelio¬ 
ration of the situation, it kept on discus¬ 
sing for a considerable time the need for 
having a national plan for oilseeds. It 
even became complacent about imports 
with the approach of the last groundnut 
crop, which, it was felt, would turn out to 
be again bumper, even though the trade 
circles believed that the unremunerative 
level to which the price of groundnut oil 
had been allowed to fall early last year 
would undoubtedly have an adverse effect 
on the acreage under groundnuts. The 
last crop prospects were soon revised 
downwards—to less than six million ton¬ 
nes, as against about seven million tonnes 
in 1975-76--but precious time in the 
meanwhile was lost for arranging imports. 

too little, too late 

Large-scale imports of edible oils were 
authorised only in January, whereas even 
as a precautio iary measure and to bui’d 
up some buffer stock, which was so much 
talked about in the m'ddle oflastyiar, 
they ought to have been allowed much 
earlier. Then, there was some delay also 
in arranging shipments of the contracted 
imports which accentuated the uptrend in 
the price of groundnut oil after a very 
short spell of seasonal downtrend. The 
seasonal downtrend was cut short by the 
anxiety of the surplus producing states to 
curb exports to the other parts of the 
country in order to contain prices in their 
jurisdiction. 

The above analysis reiterate* that there 
is urgent need for drawing up a long- 
range strategy for tackling the problem 
of edible oils. An important prong of 
this policy has to be the building up of a 
buffer stock of about 200,000 tonnes. 
Imports of edible oils have to be adjusted 


expeditiously in the light of the domestic 
production prospects which ought to be 
assessed realistically much quicker than 
the present means of assessment allow. 
These means need to be rationalised. 

The developmental work in the produc¬ 
tion of oilseeds in the country has also to 
be augmented a great deal. There can be 
no denying the fact that the growth in 


the yields as well as the acreage under 
oilseeds have left much to be desired. 
This is evident from Table I which shows 
that in the current decade, the only two 
good years for oilseeds production have 
been 1970-71 and 1975-76. The progress 
in the other years has been uneven. 

Table II depicts the behaviour of the 
prices of groundnut, rapesecd and all 


Table II 

Index Numbers of Wholesale Prices-Groundnut Oil, Rapesecd Oil and 
all Edible Oils Together 


Average of months/ 
Average of weeks ended 
Saturday/week ended 
Saturday 

Groundnut 

oil 

Rapeseed 

oil 


All edible 
oils 


(Base 1961-62= 

100) 



1965-66 

145 

162 


169.9 

1969-70 

216 

207 


220.4 

1970-71 

231 

248 


210.1 

1971-72 

198 

227 


197.2 

1972-73 

233 

260 


272.8 

1973-74 

364 

364 


379.3 

1974-75 

403 

436 


358.9 

1975-76 

314 

274 


234.7 

July, J976 

289 

300 


295.1 

August, 1976 

307 

303 


321.7 

September, 1976 

339 

318 


334.2 

October, 1976 

343 

334 


323.8 

November, 1976 

303 

384 


354.4 

December, 1976 

320 

448 


371.0 

December 25, 1976 





(1961-62—100) 

319 

448 


371.0 

December 25, 1976 





(1970-71 = 100) 

— 

— 


160.2 

January 29, 1977 

— 

— 


170.8 

February 26, 1977 

— 

— 


186.0 

March 19, 1977 

— 

— 


170.9 


Table III 





Demand Projections for Oil 

(Million tonnes) 


1971 1 

1975 

1980 

1985 


(Base year) 




(i) Vegetable oils 

1.82 

2.22 

2.79 

3.48 

(»i) Vanaspati 

0.59 

0.74 

1.03 

1.38 

(iii) Soaps 

0.35 

0.44 

0.63 

0.87 

(iv) Paints 

0.08 

0.12 

0.15 

0.17 

(v) Toilets, lubricants 





and miscellaneous uses 0.30 

0.46 

0.62 

0.78 

Total 

3.14 

3.98 

5.22 

6.68 
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edible oils taken together since 1965-66. 
As imports could not be taken resort to 
on any large scale in all these years, ex¬ 
cept in 1976-77, due to foreign exchange 
difficulties, the tight domestic supplies 
were adequately reflected in the uptrend 
in prices. Compared to 1974-75, although 
the 1976-77 prices of edible oils in gene¬ 
ral and of groundnut oil in particular 
were significantly lower, yet on an average 
they were higher than the 1975-76 prices. 
The current prices too are, on an average, 
higher than last year. 

Ultimately, the key to containing the 
prices of edible oils lies in the stepping 
up of domestic production in line with 
the growth in demand and rationalisation 
of the marketing of oilseeds. It has been 
experienced that immediately after the 
harvest, prices tend to fall precipitately to 
rise sharply when the marketing by far¬ 
mers is over. This provides an indication 
that the activities of the unscrupulous 
among the trade have to be contained. 

Provision of support prices for ground¬ 
nuts can go a long way in stimulating the 
output of this most important oilseed 
crop. It will help in obviating sharp 


The Federation of Indian Chambers of 
Commerce and Industry has been cele¬ 
brating its golden jubilee year and the 
grand finale will be the golden jubilee 
session over this weekend. A useful 
historical background has been provided 
in a brief survey of the fifty years of the 
Federation in Enterprise and Economic 
Change *, by Mr H. Venkatasubbiah, who, 
incidentally, was a member of the found¬ 
ing group of the editorial staff of this 
journal. The topicality of this book can¬ 
not be a coincidence. In any case, coinci¬ 
dences, like accidents, can sometimes be 
contrived—and may be none the worse 
for that. In his Preface, Mr Venkatasubbiah 
has expressed his indebtedness to Mr 
P. Chentsal Rao, secretary general of the 
Federation, for his “encouragement, help 

* Enterprise and Economic Change —50 years of 

FICCI byH. Venkatasubbiah; published by 

yjjRM Publishing House Pvt Ltd, New Delhi; 

stabilised prico ** 45 ‘ 


decline in prices in the immediate post¬ 
harvest period and contain unhealthy 
tendencies on the part of traders who are 
the major beneficiaries of the wide fluctu¬ 
ations in prices. 

Table III (p. 735) gives the demand pro¬ 
jections of oils upto 1985. It is evident 
from this tabic that the requirements of 
oils will go up at a much more accelerated 
pace in the years to come than has been 
the case in the recent years. The growth in 
domestic production, therefore, will have 
to be stepped up greatly. 

In the long-term strategy for edible oils, 
it would be injudicious not to provide 
for some exports of groundnuts. In fact, 
as these exports can fetch a much better 
price than the imports of soyabean, 
palm or sunflower oils would cost, 
some exports of groundnuts should 
be effected the proceeds of which can 
be utilised for importing larger physical 
quantities of other edible oils used in 
vanaspati manufacture. The permission 
to export HPS groundnut to the extent of 
50,000 tonnes out of the last crop, 
although this crop was much below expec¬ 
tations, has its genesis in the above logic. 


and patience” and its secretary (Econo¬ 
mic), Mr Ram Gopal Agrawal, who “read 
the manuscript as a whole and made 
valuable suggestions”. He could perhaps 
have b:en more explicit ab ut the Federa¬ 
tion’s involvement in the project. This 
would have helped the reader to a better 
appreciation of both the strength of the 
book and its weak points. 

The strength of the book is easily seen. 
It starts with the advantage of being 
“the first fully documented account of 
the major developments in India’s most 
representative business body”. This is not 
merely what the blurb proclaims. So far 
as we know, it happens r to be true. The 
author’s claim that “the book is essential¬ 
ly a contribution to business history” 
may be taken seriously. It is business 
history which is part economic history 
and part political history. Indeed, t)u 
main strength of the book is the technique 


of narration which the author has adopt¬ 
ed, a clinical relating of the great affairs 
or events of national politics or the 
national economy to the challenges and 
opportunities which shaped the Federa¬ 
tion and pushed it through its formative 
years and since. In the process, he seems 
to have drawn more on the Federation’s 
archives than on live interviews and 
discussions. Perhaps this explains the 
clement of detachment in his writing 
which is so often an essential ingredient 
of objectivity. 

the better half 

The earlier chapters of the book are 
easily its b:tter half. The strength of the 
book lies chiefly or almost wholly here. 
It is always more rewarding and certainly 
safer to discuss the dead rather than the 
living and the yester-years rather than the 
yesterdays. Mr Venkatasubbiah takes us 
effortlessly and informatively over the 
terrain of inter-war history and the battles 
over the rupee ratio, tariff protection, 
Britain’s economic interests \ersus India’s 
in the context of India’s subject political 
status and British business in India versus 
the Indian in the context of the then 
Indian government’s attitudes and 
policies. He indicates the fact, without 
emphasising the moral, that a subject 
country’s nationalism becomes blessed 
indeed when the self-interest of its more 
resourceful groups happens to coincide 
with the political goals of the people. 
How the early leaders of the Federation 
built up that organization into a reason¬ 
ably effective advocate or watchdog of the 
country’s larger economic causes, while 
keeping the weather-eye open for oppor¬ 
tunities and advantages for Indian 
business interests, must be an entrancing 
story of which some intriguing glimpses 
are vouchsafed to us in this telling of the 
Federation’s dialogues and debates with 
the government of India during the inter¬ 
war and war years. 

Equally fascinating must be a chronicle 
of how, even during the most intensive 
phase of the freedom struggle, the Fede¬ 
ration, as virtually the sole significant 
organization then of the Indian business 
community, managed to remain essentially 
“non-political” in its relations with the 
government, while retaining its credibility 
with the nationalist movement. In fact* 


On the way to a golden jubilee 
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thanks partly to the close relations, 
largely personal, but also substantially 
political in the sense of shared political 
goals, which certain key personalities in 
the Federation maintained with the 
leaders of the Indian National Congress, 
it became often possible for that organi¬ 
zation to function not only in ways 
acceptable to the nationalist sentiment, 
but also as an extension of the nationalist 
political effort. It could fight its battles 
with the government, for instance, over 
issues of currency, trade or tariff policy 
as a war waged on one of the many fronts 
of the Swadeshi movement which was the 
earliest organized expression of the “quit 
India” demand. Mr Venkatasubbiah deftly 
refers to these aspects of the Federation’s 
passage through the troubled waters of 
the freedom struggle and whets our 
appetite for information about what took 
place on the wings or behind the scenes. 

casual treatment' 

It should be made clear, perhaps, that 
the author has not dealt with the techni¬ 
calities of the ratio or other controversies 
such as those relating to wartime produc¬ 
tion and supply policies or the sterling 
balances in any great detail. Given the 
purpose of the book and the space avail¬ 
able, this can be no cause for complaint; 
moreover much relevant literature is 
otherwise available. But, it is rather 
disappointing that the Federation’s flirta¬ 
tion with planning, until planning became 
too serious a business to bait politicians 
with, has been casually treated. This is all 
the more a pity because the weaknesses of 
the latter part of the book, dealing with 
the years after independence flow directly 
from this error of judgment. 

Mr Venkatasubbiah has given to the 
eighth and penultimate chapter of his 
book the title “On Fighting Losing 
Battles”. Actually, this should have been 
an omnibus heading for all the chapters 
from the fifth to the ninth. Come to 
think of it, the right caption should be 
“On Losing Battles Without Fighting 
Them”. The Bombay Plan of 1944 was 
not exactly a Federation plan (Mr Venka¬ 
tasubbiah does not say it was). It was the 
brain-child primarily of Mr G.D. Birla 
who got together a small but distinguished 
company, which included Mr J.R.D. Tata, 
Mr Kasturbhai Lalbhai and the late 


Shri Ram, to put before the country a 
broad 15-year perspective of economic 
development with emphasis on industria¬ 
lization. Its primary purpose was to pro¬ 
vide the country with a conceptual alter¬ 
native to a possibly Soviet-type of plann¬ 
ing which, it was feared, the K.T. Shah 
National Planning Committee might 
corner the market with. Its immediate 
positive result was to push the then 
government of India, which was still 
British, into setting up a Department of 
Planning under the late Ardeshir Dalai, 
one of the co-authors of the Bombay Plan. 

Pandora's box 

Soon after India become free and even 
before the Nehru government’s Industrial 
Policy Resolution of 1948 had been formu¬ 
lated, becoming soon a bone of contention 
between Congress socialism and big busi¬ 
ness pragmatism, captains of industry 
had begun wondering whether they had 
opened for themselves a Pandora’s box of 
troubles with their talk of economic 
planning. To this phase belonged the 
famous doubt expressed by Mr J.R.D. 
Tata whether India might not be too small 
for another steel plant. Anyhow, having 
got cold feet so early in the game, the 
business community and, representing it, 
the Federation never again got their 
steps right. Hence the dismal record of 
government-industry or industry-public 
relations through the ’fifties and the 
’sixties and thereafter. Having mis¬ 
judged the import or implications of 
post-war inflationary pressures, the busi¬ 
ness community ensured in advance the 
loss of credibility for its wailing protests 
against the proliferation of controls. Simi¬ 
larly, by succumbing to the temptations 
of an economy of shortages, it alienated 
public opinion and thereby forfeited pub¬ 
lic sympathy for its resistance to nationa¬ 
lization. Again, by getting rich so much 
so quickly, often so obviously at the ex¬ 
pense of vulnerable sections of the com¬ 
munity, the nation’s industry and com¬ 
merce could not plead for liberal fiscal 
policies without their motives becoming 
suspect. Finally, and above all, by becom¬ 
ing a partner to organized and ever- 
spreading political and administrative 
corruption, big business has earned the 
fear and distrust of the public. 

The sin of the Federation in respect of 


all this is that it failed in its institutional 
responsibility to develop in time a whole¬ 
some philosophy for free enterprise which 
would have weaned the business commu¬ 
nity away from the short-sighted pursuit 
of secondary interests and advantages. In 
this sense, it was also responsible to a 
great extent to that other failure, which 
was in the political field, of a sound and 
strong liberal opposition to build up as 
a challenge to the authoritarian tendencies 
both economic and political developing in 
the Congress party. The growth of the 
Swatantra party was buried in the annual 
sessions of the Federation where prime 
ministers harangued to businessmen. Why 
this should have been so is a theme for a 
treatise which Mr Venkatasubbiah has not 
intended to write and has not written. A 
golden jubilee, it maybe allowed, does 
not accommodate heart-searchings among 
its festivities. 

to be retold 

But that story needs to be told some 
day. Jt cannot however be written with a 
bail-point pen. It waits for an alloy nib 
which would withstand the vitriol in the 
ink. If and when it is written, it would 
speak of an organization deadening with 
the intellectual inertia of an administra¬ 
tion the chief officer of which was in posi¬ 
tion for nearly as long as Jawaharlal 
Nehru and his daughter between them¬ 
selves were prime ministers. (Since such 
a longevity was bound to be boring, he 
put in time for a term as a Congress mem¬ 
ber of parliament, blissfully riding two 
horses at the same time). This story would 
also speak of a secretariat spending what 
time it could spare from catering for those 
in the saddle to keeping on the right 
side of others who might be in the saddle 
next. Finally, it would narrate the in¬ 
fighting, the backstair intrigues and the 
private palavers with ministers and other 
politicians which, over a period, have 
reduced a forum to a facade. Ill-served as 
the cause of democracy in this country has 
been during critical periods, the cause of 
free enterprise has been betrayed even 
more. This tragedy cannot be narrated 
from the archives of the Federation; it 
can be pieced together only from living 
sources, provided those sources have not 
lost their voice. 
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v Every year, since its inception, 
has been a landmark in the history of 
STC. Ending March 31, 1977, this year. 
was devoted to the promotion of new 
and non-canalised exports — whfcrh 
recorded an increase of 144% over the 

P revious year — from Rs. 64 crores to 
s. 196 crores. 

This spurt in the sphere of free and 
competitive exports further enhances 
STC t s standing as India's premier 
organisation for international trading. 

Non-canalised exports form 
approximately 24% of STC’s exports of 
Rs. 661 crores. The range includes 
processed foods, chilled meat and live 
sheep, a variety of produce items, 
construction materials and also 
consumer and fashion goods. 

At the end of every financial year, 
STC publicly reviews its performance. 
Broad details are charted below : 


Performance Review 


(Rs. crores) 


1974-75 

1975-76 

1976-77 

Exports 

553 

759 

661 

Imports 

164 

160 

299 

Domestic 

4 

4 

6 

Total sales 

721* 

923* 

966 

Equity Capital 

10 

10 

10 

Reserves 

22 

24 

39 

Networth 

32 

34 

49 


•excluding CPC 

Exports 

Sugar exports were substantially 
reduced to protect domestic 
requirements. Excluding sugar — 
the largest single foreign exchange 
earner last year — STC’s exports rose 
by a further 74% over the previous 
<year. Main growth centres being 




cement, castor oil, silver and, of course, 
leather footwear. 

Fresh outlets were tapped for mango 
juice to Kuwait and Libya, pineapple 
slices to Hungary, wood charcoal to Iraq, 
aluminium ingots to Indonesia, footballs 
to Algeria and fireworks to the 
United States. 





Imports 

Massive imports of edible oils were 
organised at snort notice for the 
Vanaspati industry to improve the 
•supply position and contain internal 
prices. 

Other .imports were also liberalised 
procedures streamlined and direct 
allotments of many raw materials 
arranged during the year. 

Price support and buffer stock 
operations were enlarged for seedlac 
and rubber to ensure a fair return to 
the growers. 

Trading Highlights 

• Over 300 leather sewing machines 
worth Rs. 2.5 crores were imported 
to strengthen the infrastructure of 
the leather industry. 

• Several assistance schemes were 

cleared during the year; and 
finance is readily available for 
export production projects on liberal 
terms, with further contributions to 
the Export Development Fund made 
out of current profits. _ „ 

• Yet another — Export 
Stabilisation Fund is being created 
to cushion losses in lean years for 
important and permanent items 

of export. 

• A branch has been established in 
Guntur for direct participation in 
tobacco exports. Another branch is 
being set up in Kanpur to assist 
small and medium units in the region. 

•. Customer Relation Service centres 
are being set up in STC's offices 
in Delhi, Bombay, Calcutta and. 
Madras. 

The turnover of the STC Group — 
STC, PEC, CCI, CPC, HHEC and CCIC 
is Rs 1174 crores, showing an increase 
of 7% over the previous year. 

STC employs over 2000 dedicated 
managers and staff in 11 cities in India 
and 20 important centres around the 
world. 


THE STATE TRADING CORPORATION OF INDIA UTX 

Chpndralok, 36 Janpath New Delhi 110001- 


Subsidiaries . 

Projects & Equipment Corporation of India*Cashew Corporation of India • State Chemicals Sc 
Pharmaceuticals Corporation of India o Handicrafts & Handlooms Exports Corporation of India 

and Central Cottage Industries Corporation 
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Total revolution remains our mission 


In a massage to the nation, broadcast and also televised on 
Balsakhl , Mr Jaya Prakash Narayan pleads for the elimination of 
corruption from politics and administration through safeguards 
built into the Constitution. “These," he says, “are my first 
expectations from the government." 


My dear countrymen, many friends have 
been pressing me in the past few months 
to say something to the nation. Being 
bed-ridden and, therefore, out of touch 
with the objective situation in the coun¬ 
try, I have been hesitating to say any¬ 
thing. 

Only a few days ago, the prime minister 
spoke to the nation. After his excellent 
discourse, I should have thought there was 
no need for any other voic? to be raised. 
But friends still think that the prime 
minister having spoken as the head of 
government, there was need for a com¬ 
mon citizen like me to speak on behalf 
of the people. 

While I disclaim any authority to speak 
for the people, 1 am placing here my 
views as a common citizen. 

The first observation that I should like 
to make and emphasise is, that the results 
of the last general election were due 
to the students' and people's movement 
that had started from Gujarat and spread 
to Bihar and whose message had resoun¬ 
ded throughout the country. 

The essence of that message was that 
an elected representative of the people 
does not necessarily acquire a right to 
hold on to his position until the expiry 
of his legal term. 

right to recall 

The principle that was asserted during 
the movement was that when an individual 
representative or a representative govern¬ 
ment failed in duty, became corrupt and 
oppressive and inefficient, the electors, 
i.e. the people, had a right to demand 
their resignation i respective of the time 
they may yet have left to serve. 

The example of ex-president Richard 
Nixon of the United States, illustrates 
the proposition I am enunciating here. 

It is true that what is called the “right 
of recall" has no place in our Constitu¬ 


tion. But in a democracy the people 
have an unwritten right, which they can 
exercise if and when necessary. 

All this does not mean that any small 
number of disgruntled persons have the 
right to demand an elected representative 
or government to step down from office 
whenever they wish. 

But it does mean that if it is found 
beyond any d'mbt that a vast majority of 
the people concerned are convinced of 
the corruption, nepotism and inefficiency 
of a government or an elected representa¬ 
tive and demand their resignation, the 
people's voice must prevail. 


POINT 

OF 

VIEW 


It is possible that the party in power, or 
the individual representative concerned, 
might also mobilise their supporters, but 
if there is a genuine people's upsurge 
against them democratic ethics and 
practice require that the will of the people, 
great majority, must prevail over that of 
a small minority. 

To the constitutionalists this may 
appear to be an anarchic proposition. 
However, it should be remembered that 
practically every major constitution in the 
world was drafted in the wake of revolu¬ 
tionary upheavals. 

This is a good occasion to look back 
and recall how the students' movement 
against corruption in Gujarat had assum¬ 
ed an all-India character. Political and 
governmental corruption was the central 
point of the people’s movement. Therefore, 
it is the duty of those who have come to 


Jaya Prakash Narayan 

power in the wake of that movement to 
take some concrete and effective steps to 
stop and root out corruption from these 
spheres. 

It is my view that just like the high 
courts and the Supreme Court, there 
should be an autonomous institution set 
up with legal authority and rights both 
at the centre and in the states. The 
Swedish Ombudsman naturally comes to 
one's mind, but in the Indian conditions 
some broader kind of institution seems to 
be necessary. 

institution of Lokpal 

For instance, at the centre a body that 
may be known as Lokpal might be set up 
consisting of not more than five members 
with powers to hold investigations on 
their own initiative as well as on the 
initiative of any citizen or any private or 
public body. 

A group of individual jurists might be 
entrusted with the task of drawing up a 
blueprint of such a body and a clause to 
this effect might be inserted in the Consti¬ 
tution. These are my first expectations 
from the government. 

The main issue raised by the students- 
cum-peoplc's movement was electoral and 
administrative reforms so as to make 
elections cheap and truly representative 
and bring the administration nearer to 
the people. 

Another important demand concerns 
educational reforms so as to relate educa¬ 
tion to the problems of the country and 
fit the educated to deal with them. It 
was also desired that a medium of educa¬ 
tion should be made universal and illite¬ 
racy and ignorance banished from the 
land. 

The charter of demands that I placed 
before the Speaker of the Lok Sabha and 
the President (Chairman) of the Rajya 
Sabha on behalf of the people on March 
6, 1975, deserves to be reproduced here 
so that it may serve as a standard by 
which to measure the work and function¬ 
ing of the present government. 

Except for the centre, the Congress 
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governments still continue to function in 
the states. It is necessary as soon as 
possible to give a chance to the people 
to elect their fresh representatives who 
would be committed to the people’s 
charter in addition to their election 
manifestoes. 

It will be recalled that the ultimate 
objective of the people's movement was 
defined by me as total revolution. This 
term ‘total revolution’ was derided by 
some at that time and brushed aside by 
some others as a dream of an impractical 
person. 

Therefore, I should like to repeat my 
faith in what I called total revolution and 
pledge myself to work for it as soon as 
my health permits. 

In our heritage from the past there arc 
some things that are noble and valuable. 
They have to be preserved and streng¬ 
thened. But we have also inherited a 
great deal of superstition and wrong 
values and unjust human and social 
relations. 

The caste system am mg the Hindus is 


a glaring example of our evil inheritance. 
From the time of Lord Buddha, and may 
be from even earlier times, attempts have 
been made to destory the hierarchical 
system of caste but it still flourishes in 
every part of the country. It is time that 
we blotted out this black spot from the 
Hindu society and proclaimed and prac¬ 
tised the equality and brotherhood of 
all men. 

Similarly, there are rotten customs and 
manners associated with such things as 
marriage, birth, death, etc. The purging 
of these evils also falls within the purview 
of the total revolution. 

Coming to more modern spheres of 
life, such as education, it is time that the 
radical recommendations of the several 
education commissions, the Kothari Com¬ 
mission not being the least of them, are 
implemented. 

Here we might follow the example of 
China, in which all the schools and 
colleges were closed down and the 
students were sent out to the villages and 
slums of the towns to impart the rudi¬ 


ments of education to every citizen, young 
or old. , 

I have not said anything here about the 
usual socio-economic reforms that are so 
much talked about but about which so 
little has actually been done. For this 
task, too, youth power can be drafted 
with advantage to the youth themselves 
and to society at large. 

Finally, if God grants me better health 
in the coming months, I look forward 
to take up my cry of total revolution and 
do whatever might lie in my power. 

In the meanwhile, the work need not 
be stopped. Let everyone do his bit, 
singly or in cooperation with others. 

Here is a beacon light for our youth. I 
hope they will steer the course of their 
life towards that light. 

1 am at their disposal even in my sick 
bed for advice and such guidance as 1 
might be capable of giving. 

So, forward, my young friends, “Sa/w- 
poorn Kranti ab Naara hai, Bhawi Ttihas 
hamara hai ” (“Total revolution is the 
slogan. The Future is Ours"). 


Developing coconut industry 

The coconut industry provides employment to some 10 million people 
in the country. The yield ot coconut per hectare has declined over 
the years though the area under its cultivation has increased. 

There are problems of disease and marketing that need to be 
overcome. The shell can yield products that can find use in steel, 
plywood and plastics industries. Research is necessary not only In 
post-harvest technology but also in integrated development of 
crop-livestock-fish culture. 


The classics of India have rightly eulogis¬ 
ed the coconut tree as Kalpavriksha —the 
all giving tree. In terms of geographical 
distribution it ranks first among the oil- 
yielding crops of the world as it is grown 
in as many as 76 developing countries. 
Currently our country produces 5961 
million nuts annually from l.l million 
hectares of coconut plantations. Coconut 
contributes one per cent of the GNP and 
two per cent of the total agricultural 
income of our country which ranks third 
in the world production of coconut. The 
significance of developing the coconut 
industry lies in the fact that (i) coconut 
culture and industry provide full or part- 
time employment to over 10 million 
people in the country, and (ii) over 90 


per cent of the coconut holdings are less 
than one hectare in area. The average 
size of a coconut holding is only 0.2 
hecta f e. Hardly two per cent of the hold¬ 
ings have an area of two hectares or 
above. 

Dr M.S. Swaminathan, Director-General, 
Indian Council of Agricultural Research 
(ICAR) while inaugurating a four-day 
international symposium on coconut 
research and development, painfully point¬ 
ed out that the yield of nuts per hectare 
has remained stagnant. That production 
has not increased in other countries as 
well is no consolation in India where the 
scope for extensive and scientific cultiva¬ 
tion is immense and is not being fully 
utilised. In this connection it is necessary 


A. R. Patel 

to make critical review of the current 
status of coconut development in our 
country so as to develop guidelines for 
future action. 

Over Rs 100 crores have been invested 
in coconut development over the last five 
years. And under a package programme 
now evolved, about 120,000 hectares of 
coconut groves will be brought under 
scientific management programme in the 
next few years. The projected production 
of about 7700 million nuts by the end of 
the fifth Plan is likely to fall short by 
about 1800 million nuts, unless the present 
production level increases by about 30 per 
cent. This calls for a coordinated effort 
by the different agencies engaged in coco¬ 
nut research and development to solve 
many of the problems faced by the coco¬ 
nut growers and industry. 

More vigorous and concerted efforts 
have now to be made to solve the major 
problems relating to coconut cultivation. 
The world production of coconut oil has 
stayed at the level of three million tonnes 


EASTERN ECONOMIST 


740 


AVAIL 22,1977 



a year for the last two decades. In this 
country although the overall production 
has been rising on account of the steady 
expansion in the area, the per hectare out* 
put has been declining. Thus, while the 
average yield has come down from 5785 
nuts to 5344 nuts p.'r hectare in the last 25 
years, the total output has increased from 
3448 million in 1949-50 to 5961 million nuts 
in 1974-75. This increase has therefore to 
be attributed to the expansion of area un¬ 
der cultivation which has almost doubled- 
from about 5,96,000 hectares in 1949-50 to 
over l.ll million hectares in 1974-75. 

In all the coconut growing states in the 
country, the crop is grown in homestead 
gardens and small holdings. The cultivator 
seldom observes the principles of spacing 
and density and grows a number of crops 
in a haphazard manner. Some combina¬ 
tions are compatible and others incom¬ 
patible, resulting in over-population and 
consequent reduction in th: yield. The 
prevalence of complex diseases like root 
wilt and stem bleeding considerably reduce 
the production. It has been estimated 
that the country incurs a loss’of about 300 
million nuts every year due to root wilt 
disease alone, which at prevailing market 
rates results in a loss of Rs 200 million. 

The dearth of quality planting materials 
is the most limiting factor in a massive 
replanting programme. Because of the 
considerably long time the palm takes to 
show response to manures and other 
management practices, the extension 
workers find it difficult to transfer the 
technology. Again due to the small size 
of their holdings most of the farmers are 
not in a position to use costly fertilizers, 
pesticides and certain micro-nutrients. 

seasonal production 

Though the nuts are harvested through¬ 
out the year, the production pattern has 
highly seasonal characteristics. About 
two-thirds of the annual production is 
collected during the period January to 
June, whereas the remaining one-third is 
collected in the second half of the year. 
This unevenness in the production pattern 
also influences the market prices of the 
produce. Coconut oil prices show an 
inverse relationship to the production 
cycle. 

Generally, coconut is marketed for three 


purposes viz (i) as tender nuts (35 per 
cent), (ii) for domestic and religious 
purposes (57 per cent) and (iii) for making 
copra and oil (8 per cent). The market¬ 
ing channels linking producers and con¬ 
sumers consists of intermediaries viz 
village merchants, contractors, copra 
makers, commission agents, oil-millers, 
dealers and retailers within the state. In 
case of inter-state trade, it passes from 
commission agents to upcountry millers, 
organised consumers, wholesale and 
retailers. The estimated 82 per cent of 
marketable surplus is marketed in situ to 
village merchants, contractors, copra 
makers. In the absence of effective co¬ 
operatives and state participation, market¬ 
ing is almost a monopoly of the private 
sector. The erratic price behaviour of 
coconuts and the recent decline in prices 
of coconut oil and copra have caused 
considerable hardships and economic 
strains to the growers. Since a majority 
of the coconut growers are small and 
marginal farmers, sudden reduction in 
their income makes their life miserable 
since the production of coconut involves^ 
large investment and long gestation period, 
stability in coconut prices is necessary for 
promoting long-term investment for the 
scientific development of the crop. 

regulating imports 

Coconut-based industries are mainly 
confined to extraction of oil and manufac¬ 
ture of coir items. About 80 per cent of 
the total copra produced in the country is 
converted into oil of which 75 per cent is 
consumed in the household sector. The 
remaining has to find outlets in the 
industrial sector, mainly in soap industry 
where it faces elastic demand. The avail¬ 
ability of cheap substitutes coupled with 
unpredictable price behaviour of coconut 
oil has encouraged the soap industry to 
bring down the consumption of coconut 
oil. Regulating the imports of other fats 
and oils as done in the case of copra 
imports, will help to prevent coconut oil 
prices going below the remunerative level. 

Total world production of coir fibre is 
estimated to be 2,82,050 tonnes of which 
about 50 per cent is produced in this 
country. Coir industry in India which 
supports about one million people is 
labour-oriented depending mainly on its 


export. Indian coir enters the markets of 
more than 100 countries in the form of 
raw coir fibre, spun coir yam, and woven 
coir products. We account for over 50 
per cent of the world trade in coir. Though 
export earnings have gone up, the quantity 
exported is steadily coming down. The 
factors responsible for the decline are: 
(i) the development of synthetic and non¬ 
synthetic substitutes, (ii) rising cost of pro¬ 
duction of coir in the country, (iii) avail¬ 
ability of sophisticated coir products in 
foreign markets manufactured in western 
Europe and (iv) the inability of the local 
industry to adopt mass production 
techniques, due to the apprehension of 
largescale displacement of labour. The 
high incidence of freight, lack of shipping 
space, high import duties, etc are some of 
the other factors affecting our export. 
Strengthening the base for export produc¬ 
tion and development of domestic market 
are the two basic factors essential for the 
survival of the industry. 

important by-product 

Coconut shell is an important product 
which has not been exploited fully. The 
estimated annual production of shell in the 
country is 0.88 million tonnes. The des¬ 
tructive distillation of the coconut shell 
gives various useful products. Its char¬ 
coal is used in iron and steel industry. 
Coconut shell flour finds very wide 
use in plastic and plywood industries. 
The coconut water can bo used for 
making coconut honey, beer, vinegar, 
etc. 

In order to induce the grower to take 
more interest in coconut cultivation, he 
requires to be made aware of the wide 
variety of uses to which every part of 
coconut can be put. In this context, 
the proposed establishment of a factory in 
Kerala for extraction of oil from fresh 
coconut using ‘solvent* process, production 
of cooking gas from the shell and honey 
from the coconut water deserves special 
mention. This plant is expected to process 
daily 1,50,000 fresh coconut to produce 
about 11 tonnes of high quality oil, two 
tonnes of protein, three tonnes of flour 
and one tonne of honey, besides carbon, 
chemicals and cooking gas. Since at 
present 25 per cent of the coconut produce 
in the world is wasted or rendered unsuit- 


BASTOH BCXMQMttr 


741 


APRIL 22, 1977 



able for effective utilisation, the new plant 
gives a ray of hope to the growers. The 
establishment of agro-industrial complexes 
will help to promote integrated rural 
development. 

The non-availability of the planting 
material is the most limiting factor. Since 
the National Seeds Corporation (NSC) did 
not enter .into this field, the Central Planta¬ 
tion Crops Research Institute (CPCRI) at 
Kasargod has taken up this job. The 
elite seed garden, for coconut set up by 
CPCRI is expected to produce about 
6,00,000 hybrid seednuts every year on its 
full bearing stage. Some seed gardens are 
also coming up in Karnataka, Tamil Nadu 
and West Bengal. 

Dr M.S. Swaminathan has rightly under¬ 
lined the need for establishing a global 
grid of coconut genetic resources centres 
to help researchers. Areas in Laksha¬ 
dweep and Andaman-Nicobar Islands can 
provide suitable locations for the world 
coconut genetic resources centres. The 
gap between the production achieved in a 
research farm or a we 11-managed culti¬ 
vator’s farm and the average yield of a 
typical area can be bridged by concerted 


efforts of development, extension and 
research agencies. Emphasis in future will 
have to be on hybrids with a dwarf 
structure, early prolificity and disease 
resistance. There has been a need for 
research on rapid propagation techniques 
like tissue culture techniques and vegeta¬ 
tive propagation standardised in oil 
palm. 

With a view to utilising more effectively 
the basic natural resources, namely solar 
energy, soil and water, investigations into 
the scientific principles and techniques of 
raising inter ani mixed crops in coconut 
plantations have been in progress for the 
benefit of small farms. Mixed farming 
trials conducted in the last five years have 
shown an increase of 28 per cent in coconut 
yield and the net profit of Rs 2494 per 
1.3 hectares of land. The net return per 
hectare under multi-storeyed cropping, 
consisting of coconut, cacao, pepper and 
pineapple, is around Rs 15,600 per annum. 
As the most remunerative inter-crop under 
rainfed conditions ginger gives a combined 
net return of Rs 13,700. Tubers and 
bananas give a net return between Rs 6,000 
and Rs 8,000 per hectare per annum. A 
pure plantation of one hectare coconut 


Potentiality of petroleum 

Mahesh C. Verma products for 

The revenue earned from excises on petroleum products has 
contributed substantially to the yield from indirect taxation. The 
author who is a research scholar, Economics Department Aligarh 
Muslim University* believes that excises on these products serve 
the twin purpose of yielding larger and larger revenue and 
keeping down imports. 


Tiih goal of indirect tax policy is 
improvement in the allocation of 
resources. The problem of taxation 
in developing countries such as our has 
been receiving special and increasing 
attention in the context of world concern 
for accelerating the pace of economic 
growth. Much of the theoretical and ap¬ 
plied work has been related to the task of 
constructing a productive and equitable 
tax system suited to the peculiar econo¬ 
mic and social conditions prevailing in 
various less developed countries. Given 
the comparatively limited amount of 
resources that it is ordinarily possible and 
easy to obtain from abroad, from domes¬ 
tic borrowings and from non-tax revenue 


most of the developing countries have 
felt the need to increase their tax reve¬ 
nues. 1 In this article an attempt has been 
made to highlight the role of petroleum 
products as a major tool of mobilizing 
central excise revenue. 

The tax systems of the under-developed 
countries differ most noticeably from the 
pattern in advanced countries in their 
heavy emphasis on commodity taxation. 
Inadequate attention however is devoted 
to the use of indirect taxation as a tool of 
development policy. On the one hand, 
opportunities for consciously using indi¬ 
rect tax policy to influence the economic 
decisions have been neglected, on the 
other indirect taxes are often instituted to 


requires about 150 mandays per year while 
under different inter-crops or mixed crops 
it may go up to 350 mandays. In order 
to take the coconut cultivation out of the 
present morass, vigorous development 
efforts in terms of extension services and 
supply of inputs including credit is 
essential even as the research programmes 
continue. 

Research is essential not only in the 
post-harvest technology, it needs to be 
initiated towards crop-livestock-fish integ¬ 
ration techniques in the coconut groves. 
Usually there are numerous small 
ponds near coconut groves where the 
composite fish culture techniques, standan- 
dised by the Central Inland Fisheries 
Research Institute, can be demons¬ 
trated. The scope should be explored for 
planting casuarina , cashcwnuts and coco¬ 
nuts all along the country’s coast because 
these plants make a good combina¬ 
tion and provide to fishermen and 
farmers living along the coastline addi¬ 
tional energy, income and nutrition. In 
addition, sea erosion can be halted by 
these plantations as has already been 
demonstrated in strips of sea-coast in 
Karnataka and Orissa. 


excise revenue 

gain badly needed revenue without paying 
due regard to their distributional and equity 
impact on the allocation of resources and i 
the rate of economic development. What 
is clearly needed is to utilise indirect ! 
tax system of a country in such a way 
that it contributes to the implementation 
of an over-all strategy for allocation of 
resources, improving the rate of growth 
and distribution of incomes available for 
private uses. 8 

Indirect tax policy however cannot be 
framed in a vaccum. The entire gamut of 
policies, including both direct and indirect 
taxes, has to be coordinated to achieve 
the goals of a given development strategy. 
Generally, all that the developing coun¬ 
tries, such as ours, have attained through 
indirect taxation is to raise their national 
revenue as direct taxes have their limita- I 
tions. This can be seen from Table I. 

This table gives an analysis of direct and 
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indirect taxes, their per cent ratio to total 
tax revenue, and also the total tax reve¬ 
nue as per cent of National Product from 
1950-51 to 1976-77 (B.E.). Direct and 
indirect taxes in 1950-51 had yielded 
a revenue of Rsl30crores and Rs 227 
crores respectively against the total tax 
revenue of Rs 357 crores, and their per 
cent ratios are 36 and 64 respectively. 
Total tax revenue as per cent of 
National Product was 3.8 during the same 
period. During 1960*61, i.e. after a gap 
of about 10 years, the total yield of direct 
and indirect taxes had improved to Rs 205 
crores and Rs 525 crores respectively 
against the total tax revenue of Rs 730 
crores. Their per cent ratios to total 
tax revenue had changed from 36 and 64 
to 28 and 72 respectively in the period 
referred to above. The total tax revenue 
as percent of National Product also had 
increased by one per cent during the 
period under review. The per cent share 
of direct and indirect tax revenues had 
changed to 21 and 79 respectively 
during the year 1970-71 i.e. direct and 
indirect taxes had yielded Rs 511 crores 
and Rs 1,940 crores against the total tax 
revenue of Rs 2,451 crores. 

relation to National Product 

The total tax revenue as per cent of 
National Product has also improved ffom 
4.8 percent in 1960-61 to 6.2 percent in 
1970-71. During the year 1976-77 (BE) 
the revenue from direct and indirect taxes 
was expected to yield Rs 1,496 crores, and 
Rs 4,768 crores against the total tax 
revenue of Rs 6,264 crores, and their 
ratio will be 24 per cent and 76 
per cent respectively during the period 
under reference. From the analysis of 
above table it is clear that indirect taxes 
are playing a dominant role in the Indian 
economy since 1950-51 to the present 
date, although their per cent contribution 
with respect to total tax revenue is going 
to show a downward trend with effect 
from the year 1972-73. 

In respect of direct taxes it is often 
isserted that India is the highest taxed 
nation in the world. That may perhaps 
>e true so far as the letter of the 
aw goes. But in practice the share of 
hese taxes in total tax revenue of the 
country has gone down from 40 per cent 


to 22 per cent, although the share of the 
income that should be taxable in the total 
national income has increased. This 
divergence between the letter of the law 
and the actual practice is due to wide¬ 
spread and increasing evasion of taxes. 
If the purpose is to tax the rich, it would 
be better served by sharply reducing the 
rates of direct taxes, and steeply increas¬ 
ing the rates of indirect taxes only on 
those items which are consumed by the 
upper income groups. This course would 
be much more effective because, given 
the efficiency of our tax collection system, 
the degree of evasion is likely to be much 
smaller in the case of indirect taxes than 
in the case of direct taxes. 8 

The appointment of a committee under 
the chairmanship of Mr L.K.. Jha, to 
review the existing structure of indirect 
taxes and advise the government on the 
steps to be taken has brought into sharp 
focus the problem created by the conti¬ 
nued and heavy reliance on the indirect 
tax system. In the evolution of indirect 
tax system, various factors have come 
into play some of which are of historical 
nature and others reflect the ^tate of the 
economic development of the country. 
Low levels of per capita income, inade¬ 
quate growth of the organised sector, 
and large share of agricultural sector in 
the national income have been the major 
factors responsible for keeping the base of 
direct taxation narrow and relatively 


constant. In contrast, the system of 
indirect taxation proved to be very power* 
ful for mobilising revenues, and it has 
been found to be administratively more 
convenient in the overall tax structure of 
the government of India. 4 

Among the various indirect taxes, excise 
duties constitute the largest single source 
accounting for about 70 per cent of the 
total collections. Excise duties were first 
introduced during the second world war 
to make up for the loss of customs revenue 
and they emerged into prominence during 
the last 25 years. While in 1950-51, union 
excises accounted for about 17 percent 
of the total revenue of the government of 
India, they accounted for more than 52 
per cent in 1975-76. 5 This rise has 
been mainly on account of increasing 
industrialisation and higher incomes 
derived by the people. Excise duties are 
versatile and can be designed to achieve 
a multiplicity of goals. While in the 
earlier years they were imposed mainly 
as a revenue raising device, in recent 
years they have been levied also to restrain 
consumption and release more quantities 
for export. These duties have helped to 
bring large sections of the population 
under the tax net making them contribute 
to finance developmental activities. They 
have also been levied for administrative 
convenience to replace the sales-tax im¬ 
posed by the state governments at diffe¬ 
rent rates. Thus, excise duties have acquir- 


TableI 

Direct, Indirect, and Total Tax Revenue of Union Government on Revenue Account 

(Rs in crores) 


Years 

Tax revenues 

Total 

tax 

revenue 

Per cent share in 
total tax revenue 

Total tax revenue 
as per cent of 
National Product 


Direct 

Indirect 

Direct 

Indirect 

1950-51 

130 

227 

357 

36 

64 

3.8 

1960-61 

205 

525 

730 

28 

72 

4.8 

1970-71 

511 

1,940 

2,451 

21 

79 

6.2 

1971-72 

586 

2,342 

2,928 

20 

80 

6.9 

1972-73 

752 

2,691 

3,443 

22 

78 

7.4 

1973-74 

848 

3,047 

3,895 

22 

78 

6.7 # 

1974-75 

1,141 

3,956 

5,097 

22 

78 

8.5 

■■ 

1975-76(RE) 

1,435 

4,436 

5,871 

24 

76 

9.5 

1976-77(BE) 

1,496 

4,768 

6,264 

24 

76 

Not available 


Source: Author has computed the table with the help of Reserve Bank of India, 
Reports on Currency & Finance, 1954-55, pp 176-177, 1965-66, pp 80-81,1976-77, 
pp 104-105. 
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ed a new dimension in our fiscal system, 
and they are being used to serve certain 
larger social and political objectives. 6 
This can be seen from the statistical evi¬ 
dence thrown up in Table IT. 

An analysis of this table shows that 
excises which used to contribute about 19 
per cent of the total tax revenue of the 
government of India during the year 1950- 
51, increased their share to 56.2 per c'nt 
in the year 1959-60. Their share declined 
to 50.3 per cent during the year 1965-66, 
but rose to as high as 54.8 per cent in 


1970-71. During the last five years, there 
has been some levelling of the contribution 
of excise duties to total tax revenue. 
Similar trend is observed in the share of 
excises in the total indirect tax revenue. 
The per cent variation in the revenue of 
excise duties has also taken place from 26 
to 5907 per cent, i.e. the revenue has 
increased by 5881 per cent during the 
period of 1950-51 to 1976-77 (BE). The 
significant fact which emerges from these 
data is that revenues from excise duties 
have expanded by leaps and b ^unds, and 

Table II 


their share now works out to over SO per 
cent in the total tax revenue, and over 70 
per cent in indirect tax revenue of the 
union government. It indicates the conti¬ 
nuously heavy reliance placed on this 
single item in the overall Indian fiscal 
policy. A more significant indicator of 
the growth of excise would be its share in 
the national income (Table III). 

Table III indicates that excises have 
increased more than 56 times over the 
period 1950-51 to 1975-76 with their share 
in national income going up from 0.7 per 


Total tax Revenue and Revenue from Indirect Taxes of the Union Government 

(Rs in crores) 


Year 

Total tax 
revenue 

Of which 
indirect taxes 

Of which 
excise duties 

Revenue from 
excise duties as per 
cent of total tax 

revenue 

Revenue from 
excise duties as per 
cent of indirect tax 

revenue 

Per cent 
variation in 
revenue from 
excise duties 

1950-51 

357 

227 

68 

19.0 

29.9 

— 

1951-52 

460 

320 

86 

18.7 

26.8 

26 

1952-53 

370 

240 

83 

22.4 

34.6 

22 

1953-54 

348 

238 

95 

27.3 

39.9 

40 

1954-55 

384 

278 

108 

28.1 

38.8 

59 

1955-56 

411 

296 

145 

35.2 

48.9 

113 

1956-57 

494 

347 

190 

38.4 

54.7 

179 

1957-58 

575 

418 

274 

47.9 

65.5 

303 

1958-59 

553 

387 

313 

56.6 

80.8 

360 

1959-60 

642 

449 

361 

56.2 

80.4 

430 

1960-61 

730 

525 

416 

56.9 

79.2 

512 

1961-62 

875 

632 

489 

55.9 

774 

619 

1962-63 

1,061 

732 

599 

56.5 

81.8 

780 

1963-64 

1,374 

943 

730 

53.1 

77.4 

973 

1964-65 

1,563 

1,089 

801 

51.2 

73.6 

1078 

1965-66 

1,785 

1,311 

898 

50.3 

68.4 

1220 

1966-67 

1,934 

1,413 

1,034 

53.4 

73.1 

1420 

1967-68 

1,937 

1,457 

1,149 

59.3 

78.9 

1590 

1968-69 

2.019 

15,14 

1,321 

65.8 

87.2 

1843 

1969-70 

2,201 

1,668 

1,524 

69.2 

91.3 

2141 

1970-71 

3,207 

2,330 

1,759 

54.8 

75.5 

2487 

1971-72 

3,872 

2,817 

2,061 

53.2 

73.2 

2930 

1972-73 

4,510 

3,258 

2.324 

51.5 

71.3 

3317 

1973-74 

5,073 

3,686 

2,602 

51.3 

70.6 

3726 

1974-75 

6,322 

4,658 

3,269 

51.7 

70.2 

4707 

1975-76 (RE) 

7.470 

5,292 

3,824 

51.2 

72.3 

5523 

1976-77 (BE) 

7,837 

5,739 

4,085 

52.1 

71.2 

5907 


Source: Author has computed this table with the help of the Reserve Bank of India, Reports on Currency and Finance, 
1954-55, pp 176-77, 1957-58, pp 858, 1959-69, p S52, 1960-61, p S57, 1965-66, pp 880-81,1967-68, pS90-91,1970-71, pp 100-101, 
1972-73, pp S94-95, 1975-76, pp 104-105, 106. 
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cent to 6.2 per cent during this period. 
The total tax effort increased only by about 
60 per cent with the ratio of total tax 
effort to national product rising from 3.8 
per cent to 16.1 per cent On the basis of 
the above statistical analysis it may be 
argued that the excise duties have played a 
dominent role in the revenues to our ex¬ 
chequer. 


nally as revealed in Table IV. The accrual 
of revenues is concentrated in a few com¬ 
modities. The selected 18 commodities 
have been contributing an overwhelming 
proportion of excise revenue. Petroleum 
products is one of them ; in 1960-61, the 
share of these commodities in the total 
excise revenue was 91 per cent. There are 
certain traditional commodities such as 


sugar, matches and cotton fabrics, whose 
contribution to revenues has grown rela¬ 
tively slow. This fact reflects the anxiety 
of the government to keep the incidence of 
excise duties on articles of common con¬ 
sumption at a low level, with the exception 
of petroleum products the excises on 
which have grown fairly rapidly 7 (Table V). 

Table V reveals that during the year 


The aspect of revenue productivity and 
the direction of resource allocation of 
excise duties can be examined from Table 
IV. 

rapid growth 

This table reveals the trends in 
revenue receipts from union excise duties 
lor the period 1950-51 to 1976-77 (BE). 
Over this period, excise revenues have 
grown very rapidly from mere Rs 68 crores 
to Rs 3,824 crores, i.c., at the com¬ 
pound rate of 17.5 per cent per year. The 
1976-77 budget estimated a further increase 
of over Rs 260 crores to Rs 4,085 crores. 
It is also important to mention here that 
during the last 20 years, a number of com¬ 
modities covered increased from 15 in 
1950-51 to as many as 133 in 1976-77. It 
is significant that the share of revenue 
from excise duties in total tax revenues as 
well as in indirect tax revenues of the 
union government has grown phenome- 
Table IV 

Number of Commodities covered with their 
Revenue Productivity under Excises 

(Rs crores) 


Table III 

Contribution by Excise Duties and Total Tax Revenue as per cent of National Product 


Years 

National income at 
current prices 

Total tax 
revenuef 

Total revenue from 
excise duties 

1950-51 

9,503 

357 

68 



(3.8) 

(0.7) 

1960-61 

13,263 

1,350 

416 



(10.2) 

(3.1) 

1970-71 

34,476 

4,752 

1,791 



(14.2) 

(4.4) 

1973-74 

49,148 

7,389 

2,601 



(15.0) 

(5.3) 

1975-76 

61,900* 

10,000* 

3,824** 



(161) 

(6.2) 


t Rebate to union, state governments, and union territories. * Estimated. ** Revised estimates. 

Source: 1. India—1954, p 188 

2. Reserve Bank of India, Report on Currency and Finance, 1952-53, 1961- 
62,1972-73 and 1975-76. 

3. Bank of India, Bulletin, Vol 14, September, 1976. 

Note: Figures in brackets show percentage to national income, 

Table V 

Impact of Petroleum Products on Excise Revenue, Indirect Tax Revenue and Total 
Tax Revenue of Union Government 

(Rs crores) 


Years 


Receipts under Number of 
union excise com mod i- 

head ties sub¬ 

jected to 


Years Total tax Of which Of which Col 4 as Col 4 as 

revenue excise duties revenue from per cent of percent of 
revenue petroleum products col 2 col 3 




excise 

duties 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 


— 

1950-51 

357 

68 

2.36 

0.6 

3.0 

1950-51 

68.00 

15 

1960-61 

411 

145 

26.11 

6.3 

17.9 

1960-61 

416.00 

41 

1965-66 

1,785 

898 

261.18 

14.6 

29.0 

1970-71 

1,791.00 

91 

1970-71 

3,207 

1,759 

608.18 

18.9 

34.6 

1971-72 

2,061.00 

116 

1971-72 

3,872 

2,061 

708.39 

18.3 

34.3 

1972-73 

2,324.00 

120 

1972-73 

4,510 

2,324 

767.42 

17.0 

33.0 

1973-74 

2,602.00 

123 

1973-74 

5,073 

2,602 

873.85 

17.2 

33.6 

1974-75 

3,269.00 

128 

1974-75 

6,322 

3,269 

1,010.57 

16.0 

30.9 

1975-76 (RE) 

3,824.00 

133 

1975-76 (RE) 

7,470 

3,824 

1,030.00 

13.7 

26.9 

1976-77 (BE) 

4,085.00 

133 

1976-77 (BE) 

7,837 

4,085 

1,080.00 

13.9 

26.4 


Source: Reserve Bank of India, Reports Source: The author has computed this table with the help of: Reserve Bank of 
on Currency and Finance, 1954-55, 1967- India, Report on Currency and Finance, 1958-59, p S56, 1961-62, pS57, 

68,1975-76. 1966-67, pp 86-87, 1975-76, pp 106-107. 
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1950-51 excise had yielded an amount 
of Rs 68 crores out of which Rs 2.36 
crores has been contributed by the duty 
on petroleum products against the total 
tax revenues of Rs 357 crores. In the 
year 1955-56, i.e. after five years, the 
revenue from excise duties had increased 
by Rs 77 crores against the total tax 
revenue of Rs 411 crores. The ratios of 
revenue yielded by petroleum products 
to total tax revenue and total revenue 
from excise have changed from 0.6 per 
cent and 3.0 per cent to 6.3 per cent and 

17.9 per cent during the period of 1950-51 
to 1955-56. The contribution of petro¬ 
leum products also has increased by 
Rs 23.75 crores during the period. There 
was an overall increase by 5.7 per cent 
and 14.9 per cent respectively. There was 
a revenue of Rs 416 crores from excise 
during the year 1960-61 against the total 
tax revenue of Rs 730 crores. The duties 
on petroleum products had contributed 


Rs 101.07 crores against the total reve¬ 
nue from excise duties amounting to 
Rs 416 crores. Its per cent share to total 
tax revenue and revenue from excise 
duties had also increased to 13.8 and 
24.2 per cent respectively against the 
share of 0.6 per cent and 3.0 per cent 
during the year 1950-51. 

Up to 1970-71 there was an increasing 
trend in the per cent share contribution 
of excise duties yielded through petro¬ 
leum products, i.e, the per cent ratios of 
the same to total tax revenue and reve¬ 
nue from excise have increased up to 

18.9 per cent and 34.6 per cent respecti¬ 
vely as against the per cent ratio of 13.8 
and 24.2 respectively during the year 
1960-61. From 1971-72 there was a 
decreasing tendency in the contribution 
made by petroleum products to total tax 
revenue and revenue from excise duties, 
i.e., the per cent ratios have decreased 
from 18.9 per cent and 34.6 per cent to 


13.9 per cent and 26.4 percent respectively 
during the period from 1970-71 to 1976- 
77(BE). Even then the present contribu¬ 
tion of this commodity, is playing a 
major role in comparison to other 17 
commodities covered by excise, in meet¬ 
ing the financial requirements of the 
government of India, 

The revenue productivity of petroleum 
products among the commodities covered 
by excise and its per cent ratio to the 
total basic excise duties is given in Table 
VI. 

This table reveals that during the year 
1950-51 the revenue from petroleum 
products has contributed Rs 2.36 crores, 
i.e. three per cent to the total basic excise 
duties of Rs 71.50 crores during the year. 
The revenue from this source has in¬ 
creased to Rs 26.11 crores, and the per 
cent ratio to total basic excise duties has in¬ 
creased from three per cent to 17 per cent 


Table VI 

Revenue Productivity of Commodities Covered by Excise, along with per cent Ratio to total Basic Duties 

(Rs crores) 


Commodities 

1950-5! 

1955-56 

1960-61 

196S-66 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 











(RE.) 

(BE) 

Food & beverages 

10.99 

22.68 

53.01 

73.01 

161.93 

186.06 

194.60 

211.33 

223.39 

270.90 

290.00 


(15.0) 

(15.0) 

(14.0) 

(9.0) 

(9.0) 

(9.0) 

(9.0) 

(9.0) 

(8.0) 

(8.0) 

(8.0) 

Tobacco 

31.99 

36.46 

53.73 

98.88 

202.41 

231.51 

226.34 

243.74 

268.93 

307.52 

319.02 


(43.0) 

(24.0) 

(14.0) 

(12.0) 

(12.0) 

(11.0) 

(10.0) 

(10.0) 

(10.0) 

(9.0) 

(9.0) 

Petroleum products 

2.36 

26.11 

101.07 

272.78 

608.18 

708.39 

767.42 

873.85 

1010.57 

1030.00 

1080.00 


(30) 

(17.0) 

(27.0) 

(32 0) 

(35.0) 

(36.0) 

(36.0) 

(37.0) 

(35.0) 

(31.0) 

(30.0) 

Vegetable oils, 

2.19 

4.11 

17.32 

8.55 

15.00 

14.43 

16.45 

17.10 

19.15 

21.50 

22.80 

Sc fats 

(3.0) 

(30) 

(5.0) 

(1.0) 

(0.9) 

(0.7) 

(0.7) 

(0.8) 

(0.9) 

(0.6) 

(0.6) 

Chemicals 

0.22 

4.16 

4.39 

31.93 

95.03 

116.47 

147.86 

163.70 

236.42 

287.91 

319.34 


(0.2) 

(30) 

(1.0) 

(4.0) 

(5.0) 

(6.0) 

(7.0) 

(7.0) 

(8.0) 

(9.0) 

(9.0) 

Metals 

2.16 

3.07 

16.72 

86.22 

126.06 

129.49 

160.90 

152.42 

191.47 

239.55 

274.85 


(3.0) 

(3.0) 

(4.0) 

(10.0) 

(7.0) 

(7.0) 

(7.0) 

(7.0) 

(8.0) 

(7.0) 

(8.0) 

Manufactured goods 

21.37 

31.40 

112.76 

221.53 

402.56 

445.95 

500.64 

540.78 

691.59 

917.55 

974.91 


(28.0) 

(20.0) 

(30.0) 

(26.0) 

(24.0) 

(22.0) 

(23.0) 

(22.0) 

(24.0) 

(28.0) 

(28.0) 

Machinery and 

0.22 

1.25 

15.08 

42.54 

86.36 

110.61 

127.50 

154.46 

208.03 

218.25 

233.18 

transport equipments 

(0.2) 

(0.7) 

(4.0) 

(5.0) 

(5.0) 

(6.0) 

(6.0) 

(7.0) 

(7.0) 

(7.0) 

(7.0) 

Total basic duties 

71.50 

149.24 

378.96 

837.64 

1694.43 

1944.41 

2143.89 

2359.03 

2861.31 

3325.68 

3549.10 

Per cent variation in 
basic duties 

— 

109 

434 

1080 

2286 

2638 

2920 

3222 

3930 

•'ti' ' 

4584 4898 


Source : Computed by the author with the help of Reports on Currency Sc Finance, Reserve Bank of India, 
1968-69, ppS88-89, 1974-75, pp. S 102-103, 1975-76, pp. 106-107. 

Note : 1. Figures in brackets showing the percentage to total basic excise duties. 
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during the year 1955-56. In 1960-61, the 
total yield from petroleum products was 
Rs 101.17 crores. It had increased by 
24 per cent in respect to total basic ex¬ 
cise duties. During the year 1970-71 
when compared with 1950-51, it had 
increased by 33 per cent. This increas¬ 
ing trend in the revenue from petroleum 
products continued up to the year 1973- 

74 when it was *37 per cent. Since 1974- 

75 there was a decreasing tendency in the 
revenue productivity of the above com¬ 
modity to the year 1976-77 (BE). The 
revenue earned from excise on petroleum 
products has helped to increase the total 
amount of basic excise duties from 
Rs 71.50 crores to Rs 3,549 crores i.e. t 
the revenue has increased by 4898 per 
cent during the period 1950-51 to 1976-77. 
There was an overall increase in the 
amount realised by 4789 percent. 

Keeping in view the importance of 
petroleum products which yielded higher 
and higher revenues to the national pool, 
the Taxation Enquiry Commission in its 
report in 1953-54 stated: “We, therefore, 
consider that there is justification for 
increasing the duty by a substantial 
measure.” 8 

In view of the above detailed analysis 
it may be concluded that in our fiscal sys¬ 
tem, excise revenue from petroleum pro¬ 
ducts has come to play a dominant role. 
This has been the only item that has 
overwhelmingly contributed to mobilis¬ 
ing revenues for the economic develop¬ 
ment of India. Heavy excise on petro¬ 
leum products arc justified in view of the 
need for economy in their consumption 
and for keeping down imports. 
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Carter plan for energy 

E. B. Brook 


The self-denying ordinance of western countries on the consumption of oil 
did not last long . The Arab countries found their most useful allies from 
most unlikely quarters in the west who are opposed to building of atomic 
power plants. President Carter's programme to face the energy crisis will 
be to Increase domestic coal output to more than 1,000 million tonnes by 
1985 . Some environmental standards may have to be lowered temporarily. 


While rumours circulate in west Europe 
about a secret agreement between Saudi 
Arabia and Iran concerning the price of 
oil and a scenario of violent plot builds 
up in Stockholm as the date for the meet¬ 
ing of OPEC in that capital approaches, 
one factor has emerged with certainty 
on the delicate level of fuel and energy. 
On April 20, President Carter announced 
his comprehensive energy programme. 
It contains proposals that are likely to 
bring considerable changes in American 
living styles and plans to achieve a marked 
decline in American demand for foreign 
oil. 

This factor is long overdue. When, in 


w'th i's consequent steep rise in building 
of atomic power stations, aroused those 
most unlikely to support the distinctly 
conservative Iranian and Arab govern¬ 
ments to become their most useful allies 
in vigorously, physically and politically, 
opposing the spread of atomic power 
production under the useful and always 
commendable cover of protecting the 
environment. No scare story is easier to 
get published and, once published, more 
difficult to deny effectively than one 
suggesting insecurity at existing atomic 
plant or imminent dangers to health from 
those plants projected. Britain, France and 
West Germany are, at present, relatively 


WINDOW 

ON 

THE WORLD 


1973, the west Asian countries steeply 
raised its price for crude there was no lack 
of schemes, in the USA and elsewhere, to 
cut oil consumption and import. For a 
relatively short time—just long enough 
for the western nations to recover some¬ 
what from their shock and outrage—there 
was a fall-off in the use of oil; even the 
USA for a time managed to reduce by 
a little its demands for west Asian 
and other crude. But the self-denying 
ordinances did not last long. The drive 
of industrial and commercial competition, 
the love of comfort and sheer stubborn¬ 
ness drove the west’s oil indents up again. 

Efforts by the more scientifically-minded 
governments and industrialists to substi¬ 
tute for oil the use of atomic energy, 


hamstrung in pursuing nuclear power 
plans by the strident opposition of those 
who would be the first to condemn 
the west Asia as reactionary and who 
at the same time keep the energy market 
clear for them by opposing nuclear power 
development. 

The broad basis of President Carter's 
programme will be an effort to increase 
US domestic coal output to more than 
1,000 million tons a year by 1985 from 
the present level of 655 million tons. 
Some environmental standards may be 
temporarily lowered if this can be achieved 
without a major public row. Strip mining 
operations, an undoubted defacement of 
the countryside, will be encouraged. 

Tax proposals are being considered in 


the USA to provide financial relief to 
companies forced to switch from natural 
gas to coal; direct subsidies may be 
considered for the purpose. Source of 
energy other than coal will probably be 
made more expensive to encourage—as 
far as possible, to force—the use of coal. 
A plan for phased decontrol of natural 
gas may lead to this gas becoming the 
most expensive of all fuels within less than 
a decade. Phased decontrol of American 
oil prices is also being considered. This 
may be extended over a longer period 
than decontrol of natural gas prices since 
relatively sudden decontrol of oil prices 
might prove to be inflationary. While, 
in face of conservationist objections, the 
US nuclear energy programme may be 
slowed, funds arc likely to be made 
available for solar energy research at a 
much accelerated pace. 

tax relief 

Other energy conservation measures will 
be to oblige factories and homes to 
comply, possibly encouraged with some 
tax relief as a reward, to officially-fixed 
insulation standards to avoid loss of 
energy by heat leakage. While a general 
petrol tax may be considered too risky 
politically, a tax on cars using very large 
quantities of petrol would probably be 
acceptable. 

The establishment of a 250 million bar¬ 
rel strategic oil reserve may be made 
obligatory, probably increasing to 500 
million barrels by the end of 1980. With 
cooler relations between the USA and the 
Soviet Union fresh in American minds the 
establishment of these reserves may easily 
be accepted as a prudent precaution. 

The general drive of the Carter pro¬ 
gramme will be to make American more 
conscious of the need for fuel economy 
and of the wisdom of buying less crude 
oil from abroad. The drive on car makers 
to concentrate on achieving a higher 
proportion of fuel-economy cars will be 
intensified. With unemployment declin¬ 
ing to 7.3 per cent of the work force and 
the US national product rising by four per 
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cent Americans may well be in the mood 
to enjoy a certain amount of virtue by 
cutting their power expenditure. By the 
end of this year more Americans arc 
expected to be working than has been the 
case for some time. 

The effect of this American fuel eco¬ 
nomy on west European states may be 
more constructive than that of the fuel 
price rises four years ago. Britain is 
using more and more North Sea oil and 
natural gas from below that sea provides 
most of the gas burnt in Britain. The 
French, an oil-dependent state, is cons¬ 
cious that the slant of its foreign policy is 
determined by the necessity of remaining 
friendly with those who own crude. West 
Germany and the low countries, heavily 
dependent on export trade, and deterred 
in their atomic energy expansion by 
political agitation, must remain heavy 
importers of oil and gas but are on their 
toes for all measures of fuel economy. 
They will be eager, as far as politically 
feasible, to take Carter’s energy-economy 
plan as a model. If they prove to be suc¬ 
cessful in the USA central Europe will 
be eager to follow American footsteps 
in this direction. The drive in Europe 
will be towards ever more fuel-economy 
cars and vehicles, economy through in¬ 
sulation while more countryside is likely 


to be scrapped up for lignite. Mean¬ 
while, governments* fight with the con¬ 
servationists will continue; a little less 
public hysteria over nuclear power would 
be a great help in confronting west 
Asian crude producers who seek higher 
prices. 

* * 

A development of considerable interest 
to the tobacco producers in India 
is the new tobacco legislation in 
Britain. India supplies a considerable 
proportion of the tobacco bought by 
Britain; it sends far less to the rest of the 
Common Market. An effort to increase 
India’s share in supplies to West Germany 
and other continental members of the 
Market was made rccenly by the Tobacco 
Board at a symposium at Hyderabad. 
But the British market appears likely to 
become even more valuable to India, 
especially for its cheaper leaf, because, 
within two months, flavourings will for 
the first time, become legal in tobacco 
manufacture. The flavourings will help 
overcome most of the flavour defects in 
cheaper leaf, although India is increasingly 
producing quality leaf of various types, 
many of which appeal to areas other than 
Britain and may find a welcome, if prices 
are suitable, in the valuable West German 
tabacco market which at present draws 


its supplies largely from South America, 
eastern Asia and Indonesia. The flavour¬ 
ings development in Britain should not 
encourage production of lower quality 
leaf but may provide a market for leaf 
lower down the plant stem that at present 
sell at lower prices owing to their poorer 
flavour. 

* * 

Tt is, one hopes, too early to write off 
the UNCTAD efforts to persuade the 
industrialised nations to agree to a com¬ 
mon fund to help stabilise commodity 
markets, but the failure at Geneva at the 
beginning of this month was sourly 
disappointing. One fears that many 
formulae and much patience will be 
needed before the project gains acceptance 
from the western states that really matter 
in commerce. It would be peasant to 
think that lower prices for industrial power 
would lead to a change of heart but expe¬ 
rience compels one to the conclusion that 
human self-interest is a more powerful 
compellent even than cheap power, lower 
tariffs and all the other aims which man 
has sought in Geneva through GATT and 
other bodies. The ‘north-south dialogue’ 
in Paris resumes shortly in a tense and 
uncertain atmosphere with none of the 
negotiators in as good a position as any 
of them would like to occupy. 


Nigeria: rapid growth through oil boom 


With its largely undeveloped market potential , Nigeria offers many business 
opportunities to foreign exporters as well as investors. Nigeria recorded 
the strongest economic expansion of all developing nations of Africa, 
according to a country study made by Union Bank of Switzerland. The real 
growth of GNP amounted to an annual average often per cent in the 
last five years. 


In the past few years, Nigeria has become 
the fourth largest oil producing country 
among the OPEC nations. The extra¬ 
ordinarily fast development of i»s oil pro¬ 
duction made possible an enormous 
upswing of the country’s economy. With 
real growth of the GNP amounting to an 
annual average of 10 per cent in the last 
five years, Nigeria recorded the strongest 
economic expansion of all developing 
nations in Africa. The rapid growth was, 
however, accompani:d by considerable 
structural shifts in the economy. This is 
illustrated very clearly by the fact that 
the share of agriculture in the GNP, 


which still amounted to 44 per cent in 
1970, dropped to 23 per cent in the last 
five years, while that of the oil sector in¬ 
creased in the same period from 14 per 
cent to 45 per cent. Nevertheless, about 
two thirds of the country’s labour force 
still work in agriculture, while the oil 
sector employs merely 0.4 per cent. Agri¬ 
culture therefore continues to provide the 
economic b ise for the great majority of 
Nigeria’s population. 

Thanks to strongly rising oil revenues 
which .amounted in 1974-75 (April-March) 
to about US 86.7 billion and in 1975-76 to 
an estimated US8 7.3 billion, funds requir¬ 


ed for expansion of the infrastructure could 
be made available. But the steep increase 
in imports linked with the start-up of the 
third development plan (1975-80) and a 
simultaneous drop in oil exports resulted 
in a decline in the balance of trade surplus 
to US8 3.2 billion from USS 7.3 billion 
in 1975. Since oil production was stepped 
up by about 15 per cent last year, the 
balance of trade should show considerable 
improvement over 1975. Consequently, 
the funds which are necessary for the 
successful realisation of the development 
plan are largely assured. 

The most important goals of the third 
national development plan (1975-80) are 
a rise in the living standards of broad 
sgements of the population and accelera¬ 
ted diversification of the economy which 
is still mainly oil-oriented. This should 
furnish a basis for the productive capacity 
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of economy when oil reserves have been 
depleted. The plan envisages real growth 
of the GNP of 9.5 per cent a year up to 
1980 which, at an estimated annual popu¬ 
lation increase of 2.5 per cent (population 
; in 1976: about 65 million) should make 
possible an annual rise of seven per cent in 
real per capita income. Total investments 
were estimated at 30 billion Naira (l 
I Naira=US$ 1.6), with 20 billion Naira 
being provided by the public sector. 

Special attention is being devoted to the 
development of agriculture, with empha¬ 
sis on state-owned large-scale enterprises 
and irrigation and research projects. 
Foreign partners arc welcomed in agro¬ 
industrial companies, but foreign partici¬ 
pation in individual enterprises is limited 
to 20 per cent. 

state control 

Abo it 70 per ce it of investments in 
mining are accounted for by the oil sector 
which is controlled by the Nigerian 
National Oil Co (NNOC) through majo¬ 
rity holdings in foreign oil companies. 
Revenues from oil exports arc planned to 
be increased by about 65 per cent to 
10.6 billion Naira by 1980. 

The largest part of investments is 
being spend on infrastructure projects. 
Three hundred towns and villages are 
to be supplied with electricity and 50,000 
kilometers of roads and 960 kilometres 
of railroad lines are to be constructed 
or extended. Inadequate port facilities 
will be expanded to avoid long waiting 
periods — sometimes stretching into 
months—for unloading ships. A new 
postal and telecommunications network is 
also bring built which will include 
500,000 new telephone connections. 

Considerable difficulties must be over¬ 
come in the realisation of these ambitious 
goals. For example, the inflationary in¬ 
crease in prices which at the beginning of 
1976 amounted to about 25 per bent com¬ 
pared to the year before, could substan¬ 
tially raise costs of the planned invest¬ 
ments. Furthermore, the transportation 
system is still not efficient enough and 
harbour capacities arc inadequate; this 
will cause bottlenecks for urgently needed 
capital goods which must be imported. 
The lack of qualified workers is also 
making itself felt. To avoid putting a 


strain on the labour market, more foreign 
workers are to be employed. 

Nigeria has a “mixed” economy. The 
so-called “Nigerianization” of the eco¬ 
nomy was started in 1972 with the Nigerian 
Enterprises Promotion Decree. The aim 
of this law is to discontinue or at least to 
restrict foreign partic ; pation in certain 
sectors of the economy. The greater part 
of the country’s economic potential will 
therefore come under increased control of 
Nigerian capital. 

The government is also acquiring holdings 
in privately-owned companies to a growing 
extent, particularly in key industries. But 
in general, the authorities aim at influenc¬ 
ing the development of the economy by 
market-conforming means. Since 1972, 
three lists have been drawn up containing 
the sectors in which the share of Nigerian 
capital must amount to 100 per cent, 60 
per cent and 40 per cent, respectively. In 
spite of these measures, foreign participa¬ 
tion in newly established companies is 
possible, particularly in the export indus¬ 
try. To make investments more attractive 
for foreigners, s..ch companies are given 
“pioneer status’ 1 ’ which involves tax and 
other types of relief. 

The generally outmoded methods of 
cultivation and the inadequate transporta¬ 
tion systems linking agricultural areas 
with the rest of the country have made it 
impossible for Nigeria to match its farm 
production to the growth in population. 


Although large amounts of grain, meat 
and nvilk products, for example, must be 
imported each year, Nigeria possesses the 
climatic conditions essential for virtually 
all tropical crops, such as cacao, peanuts, 
palm oil, cotton, rubber and timber as 
well as rice, millet, s rghum and yam 
beans. An agricultural mono-crop system, 
as is typical of many other developing 
nations that depend on exports, therefore 
does not exist in Nigeria. 

The so-called “Marketing Boards” play 
a central role in the sale of farm produce. 
They buy agricultural products at fixed 
prices from the farmers, although proces¬ 
ses can sell their merchandise on the free 
market. Stimulus to agriculture, in the 
interest of making the nation self-sufficient, 
is being provided by the huge increase in 
the fixed prices that was recently announc¬ 
ed by the government. The development 
plan also calls for a rapid changeover to 
modern and efficient farming methods, 
which should help tv) eliminate the strong 
fluctuations in producti n that have 
occurred in the past. 

At five per cent, the contribution of in¬ 
dustry to the GNP is rclatviriy small 
compared to 23 per cent for agriculture 
and 45 per cent for oil. The reason for 
this is that up to the beginning of the 
development plan in 1975 the i dustrial 
sector was concerned mainly with supply¬ 
ing cons'tm :r goods to the domestic market 
with the principal industries still being 


Tabu? I 

Nigerian Investment Programme: 1975-80 


Sectors 

Public investment 

Investment 

Total investment 


Mill N l 

Share 

in% 

Mill N 1 

Share 

in /o 

Mill N‘ 

Share 

in % 

Post office and telecom¬ 
munications 

5,500 

27.5 

500 

5.0 

6,010 

20.0 

Industry and trade 

3,800 

19.0 

2,000 

20.0 

5,800 

19.4 

General services 

2,000 

10.0 

1,000 

10.0 

3,000 

10.0 

General administration 

3,000 

15.0 

- 

— 

3,000 

10.0 

Construction 

— 

— 

2,700 

27.0 

2,700 

9.0 

Agriculture 

1,300 

6.5 

1,200 

12.0 

2,500 

8.3 

Mining 

1,400 

7.0 

1,100 

11.0 

2,500 

8.3 

Wholesale and retail trade 

100 

0.5 

1,400 

14.0 

1,500 

5.0 

Education 

1,500 

7.5 

— 

■- 

1,5(0 

5.0 

Public utilities 

1,000 

5.0 

— 

— 

1,000 

3.3 

Health 

400 

2.0 

100 

1.0 

500 

1.7 

Total 

20,000 

100.0 

10,000 

100.0 

30,000 

100.0 


l Average 1975 exchange rate; 1 Naira = US# I-60 = Fr 4.13 
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those manufacturing foodstuffs, textiles 
and agricultural and forestry products. 
Although these sectors account for about 
50 per cent of total industrial production, 
certain areas of the chemical and metal 
processing industries are also important. 
Supported by the Nigerian Enterprises 
Promotion Decree, the aim of the deve¬ 
lopment plan is to promote industries 
that will make the nation less dependent 
on imports. Foreign partners are not 
excluded from participating in this pro¬ 
cess, which focuses on the development 
of the oil, iron and steel, non-ferous 
metals, petrochemical and automobile 
assembly sectors. Many large projects are 
under way or nearing completion, and 
if the planned yearly growth rate of 15 
per cent (1975: 22.5 per cent) can be 
realised, industrial production should 
almost double by 1980. 

In recent years, oil exports have risen 
sharply as have imports (due to the deve¬ 
lopment plan). In 1975, the value of 
exports was, at nearly 5 billion Naira, six 
times higher than in 1970. In addition to 
oil, which accounts for 93 per cent of 
the value of exports, cacao, peanuts, palm 
oil, cotton, rubber and timber are shipped 
abroad. In 1975, Nigeria’s most impor¬ 
tant customers were the United States 
(29 per cent of exports) and Great Britain 
(14 per cent). 

rise in imports 

Between 1970 and 1975, imports have 
increased about live-fold to reach 3.7 
billion Naira in 1975. The main import 
products are machinery, transportation 
equipment and finished and semi-finished 
goods. In 1975, imports of capital goods 
needed for the development plan came to 
more than twice the 1974 figure, while 
the poor inland agricultural supply situa¬ 
tion called for an increase in foodstuff 
imports of around 90 per cent. 

Switzerland’s export industries have 
strengthened their market positions in 
Nigeria considerably over the past few 
years, with Swiss exports rising from 
Fr 18 million in 1970 to about Fr 280 
million in 1976. The pricipal Swiss ex¬ 
ports to Nigeria are machinery, alumi¬ 
nium, pharmaceuticals, dyestuffs and 
other chemical products as well as 
watches and foodstuffs. 

In the period from 1970 to 1976, Swiss 
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imports from Nigeria increased from Fr 24 
million to approximately Fr 220 million. 
Apart from tropical farm produce, the 
main import is oil. In 1976, Nigerian oil 
covered an estimated 20 per cent of Swiss 
needs. 

With its largely undeveloped market 
potential, Nigeria should be able to offer 
foreign exporters and investors many 
business opportunities in the future. 
This applies to both consumer as well as 
capital goods. In the period from 1975 
to 1980, the development plan alone calls 
for an increase in imports from 3.1 billion 


Naira to 7.1 billion Naira (about Ft 28 
billion), which should also open new 
markets for Swiss exporters. Despite a 
greater trend toward “Nigerianization” 
of industry, investors too, have opportu¬ 
nities to participate by way of joint ven¬ 
tures in the many large-scale development 
projects scheduled and in progress. In 
view of the fact that the financing of 
these projects is virtually guaranteed— 
Nigeria’s oil reserves should last another 
30 years—the markets of this nation will 
become even more attractive in the 
future. 


Table II 

Selected Data on Nigeria's Economy 




1973 

1974 

1975 

1975 vs 
1974 in % 

Population 

Mill. 

59.7 

61.3 

62.9 

2.6 

Area 

Mill, kms 

0.923 

— 

— 

— 

GNP 

Mill. N 

9,120.0 

— 

— 

— 

Real GNP growth 

vs. previous 
year (in %) 

11.8 

9.5 

9.7 

— 

Consumer price index 

1970=100 

126.5 

142.2 

190.1 

33.7 

Industrial production 

1970=100 

124.8 

135.8 

166.4 

22.5 

Oil production 

Foreign Trade 

Mill, t 

98.0 

107.4 

85.1 

—20.8 

Total exports 

Mill. N 

2,278.4 

5,794.8 

4,779.8 

—17.5 

Crude oil 

Mill. N 

1,893.5 

5,365.7 

4,421.5 

—17.6 

Farm products 

Mill. N 

112.4 

159.0 

180.6 

13.6 

Peanuts 

Mill. N 

45.5 

6.8 

0 

— 

Peanut oil 

Mill. N 

23.6 

11.4 

0.2 

— 

Rubber 

Mill. N 

19.4 

33.2 

15.2 

—54.2 

Palm hearts 

Mill. N 

18.9 

43.7 

18.2 

—58.3 

Timber 

Mill. N 

14.0 

14.0 

4.6 

—67.1 

Others 

Mill. N 

151.1 

161.0 

139.5 

—13.3 

Total imports (cif). 

Machinery and 

Mill. N 

1,234.0 

1,737.3 

3,733.8 

115.0 

transport equipment 
Finished and semifini¬ 

Mill. N 

495.9 

611.8 

1,580.4 

158.4 

shed products 

Mill. N. 

324.3 

523.4 

1,009.3 

92.8 

Chemical products 

Mill. N 

133.3 

191.0 

332.0 

73.8 

Food 

Mill. N. 

126.5 

154.8 

295.4 

. 90.8 

Others 

Mill. N 

154.0 

256.3 

516.3 

101.4 

Imports from Switzerland 

Mill. Fr. 

85.8 

120.9 

297.8 

146.3 

Exports to Switzerland 

Balance of Payments 

Mill. Fr. 

85.4 

265.9 

213.4 

—19.7 

Net trade balance 

Mill. USS 

+1,943 

+7,291 

+3,220 

— 

Net balance on current account 

0 

Net balance on capital 

Mill. USS 

—8 

4-4,896 

+259 

— 

movements 

Mill. USS 

+257 

—69 

+ 187 

— 

Monetary reserves 

Average exchange rate 

Mill. USS 

1 Naira 

583 

5,626 

5,803 

— 

(yearly average) 

= USS 

1.520 

1.622 

1.595 



Source: Union Bank of Switzerland 
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In countries where poli- 

tics is still at that stage where 
differences or dissent invite physical 
restraint, it is well understood among 
political activists that imprisonment is 
* often part of the game and a ministership 
a matter of the luck of the chase. A few 
of the leading politicians detained during 
I the emergency are now in the central 
^ cabinet. For some of them their minister- 
ship means very little or, perhaps, nothing 
at all. For some others, however, it may 
be a prize they value or even the fulfilment 
of life-long ambitions. Quite possibly 
there may be among these ministers those 
who are now prepared to call it quits. 
Should this mood carry the day, the result 
would be a gross betrayal of ih* janal a. 
Mr C.G.K. Reddy’s powerful article in the 
Indian Express of April 16 on The Guilty 
One and her men is therefore a blow dealt 
in the cause of the people. Although he 
has written out of a deep sense of the 
wrong done to him and those whose suffer¬ 
ing hajs been pa ; nful to him personally, he 
has also spoken for those thousands of 
individuals or families who suddenly found 
themselves without the protection of civili¬ 
zation and had to live with the menace of 
this deprivation for 20 tragic months. 

Mr Reddy writes: “When I am told now 
to forgive and forget all that tyranny and 
evil that was let loose and the gross in¬ 
justice that was done to our people, l get 
very angry”. Unfortunately, the anger of 
wronged individuals or of even a wronged 
people is not by itself compelling enough 
to ensure that justice is done. This anger 
has to clarify into a demand for the right 
means of vindication if it is to be consum¬ 
mated in its proper denouement of a 
classic Greek tragedy. 

Already the intimations of flabbiness in 
the government’s decision to wait for the 
findings of a commission of inquiry is 
giving encouragement to many of those 
who were close to the centre or centres of 


tyranny to pose as the hapless henchmen of 
powerful over-lords whom they could not 
defy and yet hope to live to fight another 
day. The performance of Mr B.D. Gupta 
at the meeting of the Congress working 
committee was particularly contemptible. 
It is intolerable that this shameless man 
should continue to be the chief minister of 
a state. On his own admission, he allowed 
Mr Bansilal, the Defence minister in New 
Delhi, to order the government of Haryana 
about for personal ends. His defence was 
that he did so in order to keep his job 
which was in daily jeopardy. Can there 
be any better reason for his job being now 
taken away from him? 

Mr Siddhartha Shankar 

Ray cut an equally sorry figure. He should 
at least have known that the occasion was 
hardly appropriate for recalling his illus¬ 
trious ancestry. He did a bad turn to 
names notable in the freedom struggle. 
Mr Ray has a lot to explain or explain 
away. The stati government over which 
he presides had held more political 
prisoners in detention without trial than 
any other state government and has done 
this over a longer period. His very 
personal role in the counsels cf Mrs 
Gandhi during the pjlitical developments 
attendant on the judgment of the Allaha¬ 
bad high court on Mr Raj Narain’s election 
petition has been the subject of extensive 
speculation. There have also been rumours 
about the part suspected to have been 
played by him in Mrs Gandhi making up 
her mind to gamble on the emergency. 
Until all the facts are brought out on 
record and analysed, most of us must find 
it difficult to buy the Ray line that he is 
entitled to cast the first stone or, indeed, 
any stone at those who have been so far 
firmly identified as Mrs Gandhi’s principal 
counsellors of evil. 

Meanwhile, for Mr Ray to plead his per¬ 
sonal loyalty to Mrs Gandhi is not enough. 
After all, he has not found it too difficult 
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now to conclude that there can be too much 
of this loyalty. Objectively, of course, Mrs 
Gandhi's need of loyalty is, if anything, 
greater at this point in her life or political 
career than what it was when she was 
prime minister and could summon Mr Ray 
to Delhi by the first available plane. 


As Mr L.K. Advani 

has put it, there were three cate¬ 
gories of journalists during the emer¬ 
gency: those who stood up boldly with 
a straight back and resisted the curbs 
and pressures imposed cm the press; those 
who fell in line because they felt that it 
was impossible for them to resist; and 
those who, when asked to bow, were only 
too willing to crawl. It is on record which 
journalists came under which category. 
The files of the now defunct chief censor’s 
office, for instance, should have some of 
this information. But a good deal more 
of it had a more ethereal existence—for 
instance, in the bullying or blackmailing 
phone calls of Mr V.C. Shukla of infamous 
memory to p.oplc connected with the 
managements of certain newspapers or 
periodicals. 

I should perhaps add that a few 
of the journalists in the first category 
would have carried their confrontation 
even further than they did, irrespective of 
the certainty of losing their livelihood or 
liberty, had the physical means of profes¬ 
sional expression been open to them with¬ 
out the limitation imposed by the reality 
that they owned neither the newspapers or 
periodicals they served nor the presses 
where those publications were printed. 
Subject to this constraint, they went as far 
as they could by stretching managements’ 
willingness to cooperate in brinkmanship. 
Fortunately, some of them did find this 
cooperation foithcoming to a gratifying 
extent. Mr Shukla should easily know 
what I am driving at. 

Mr Advani says that he does not 
blame “his” second category of journa¬ 
lists, while he is sorry for the third. 
His tolerance in the one case is admirable 
and his generosity in the other amazing. 
I should have said that the second 
category ought to be sorry for itself 
and the third have 
the decency to 
lie low at least for 
some time to come. 
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TRADE 

WINDS 


Cabinet Secretariat 
Reorganised 

Thb cabinet secretariat has 
been reorganised. At the ins* 
tance of prime minister, Mr 
Morarji Desai, the department 
of Personnel and Administra¬ 
tive Reforms of the cabinet 
secretariat, which controls the 
civil services, is being attached 
to the Home ministry while 
the department of Revenue 
Intelligence, sliced from the 
Finance ministry in 1970, has 
been returned to it. 

Along with the cabinet secre¬ 
tariat, the prime minister’s 
secretariat is also being dives¬ 
ted of its various policy¬ 
making cells to limit its func¬ 
tions to actual assistance to 
the prime minister in adminis¬ 
trative and other matters of 
national importance. The cells 
will now be attached to their 
respective parent ministries. 
The scope of the Research and 
Analysis Wing (RAW) is also 
being curtailed to national 
security matters only. RAW 
is being attached to the cabinet 
secretariat though earlier it 
functioned independently with 
responsibility only to the prime 
minister. 

Gold Price 

Standard gold in Bombay 
scaled a fresh peak of Rs 624 
for 10 gm on April 16. Last 
year, it had touched a high of 
Rs 564 during the week-ending 
February 27. The main reason 
for the spurt is stated to be 
persistent buying by specula¬ 
tors, ornament makers and 
investors. Reports that the US 
government does not intend 


to sell further gold even 
though the rate has crossed 
the level of $150 an oz. have 
bolstered the sentiment further. 
The feeling has been helped 
further by the reported pledge 
by top smugglers to Mr 
Jaya Prakash Narayan to give 
up smuggling altogether. 

ITDC 

The Chairman of India Tou¬ 
rism Development Corporation 
Ltd, Gen J.T. Sataravala, stated 
recently that most of the cor¬ 
poration hotels earned record 
profits during 1976-77 and the 
Ashoka Hotel in Delhi— 
“ITDC’s flagship" — made a 
profit of Rs 1.11 crore against 
Rs 93 lakh in the previous 
year. Its turnover increased 
to Rs 5.36 crore from Rs 4.65 
crore. Providing the working 
of the ITDC hotels during 
1976-77, he stated that pro¬ 
visional figures show that the 
turnover touched an all-time 
high of about Rs 18 crore 
against Rs 15 crore in 1975-76. 
The profit before tax was 
Rs 1.40 crore, more than 100 
per cent over that of the previ¬ 
ous year. The previous year 
figure was Rs 59.97 lakhs. The 
corporation proposed a divi¬ 
dend of 2.5 per cent for the 
third year in succession. Esti¬ 
mated foreign exchange earning 
was of the order of Rs 8 crore 
and internal resources raised 
were at Rs 3.25 crore against 
Rs 2.19 crore in the previous 
year. 

Improved performance of 
ITDC was due to better pro¬ 
motional and marketing efforts 


which brought in higher occu¬ 
pancies, improved operational 
efficiency and cordial industrial 
relations. The four other 
ITDC hotels in Delhi also made 
record profit. Akbar increased 
its profit from Rs 20 lakhs to 
Rs 27 lakh, Janpath from Rs 18 
to Rs 26 lakhs, Lodhi from 
Rs 5.86 lakh to Rs 9 lakh and 
Ranjitfrom a marginal profit 
of Rs 66,000 to an impresive 
figure of Rs 5.25 lakh. The 
Qutab Hotel, however, con¬ 
tinued to make a small 
profit. 

Outside Delhi, three hotels 
had come out of the red and 
they were Varanasi Hotel 
which suffered a loss of Rs 2 
lakh in 1975-76 made profit of 
Rs 4 lakh in 1976-77, Khaju- 
raho converted its loss of 
over Rs one lakh to a profit 
of Rs 2.25 lakh. Hassan Hotel 
in Karnataka turned the cor¬ 
ner with a nominal profit of 
Rs 20,000 against a loss of 
under Rs one lakh in the pre¬ 
vious year. The new hotels at 
Kovalam, Airport Hotel, 
Calcutta, and expanded Ashoka 
Bangalore reduced their losses 
considerably and so did 
Kovalam Grove, Temple Bay 
Mahabalipuram and Jammu 
Motel. Lixmi Vilas Palace in 
Mysore were close to breaking 
even. 

Remarkable Achievement 

Speaking on the duty free 
shops, the General Satara¬ 
vala stated that the company 
had done remarkably well and 
the profit has risen from 
Rs 27.49 lakh to almost Rs 32 
lakh, which is a record. The 
transport services also showed 
financial improvement and 
losses v had been reduced from 
Rs 1^85 lakh to Rs 13 lakh. 
The transport fleet was being 
strengthened with India-made 
air-conditioned coaches. Even 
the sound and light show in¬ 
creased its profit to Rs 1.60 


lakh, twice as much as in the 
previous year. 

Bharat Pumps and 
Compressors 

Bharat Pumps and Compres¬ 
sors Limited, was able to 
double its production during 
1975-76 campared to the pre¬ 
vious year. The actual pro- j 
duction by the company was 
valued at Rs 4.87 crores. The 
sales, including site erection 
works, totalled Rs 2.61 crores 
during 1975-76. This was the 
value of the sales of products 
manufactured by the company 
itself. They also sold gas cylin¬ 
ders worth Rs 2.51 crores dur¬ 
ing 1975-76 which were impor¬ 
ted by the company. The 
company has already started 
production of welded cylinders 
at Naioi, Allahabad. They 
are also starting the manufac¬ 
ture of medical and industrial 
type oxygen cylinders from 
seamless tubes. The company 
had set production target for 
Rs 9.35 crores for 1976-77. It 
is expected that this level of 
production would be attained 
by the company. 

Consultants for West 
Asia 

The Federation of Indian 
Export Organisations (FIFO) 
has sent a four-member consul¬ 
tants delegation to Oman, 
UAE, Saudi Arabia, Kuwait 
and Iraq for a period of 26 
days. The delegation was led 
byDrN.P. Agarwalla, mana¬ 
ger of Business Development, 
Engineers India Limited, New 
Delhi. The other members 
of the team were Mr O.P. 
Gupta, president, Desein (New 
Delhi) Pvt Ltd, New Delhi, 
Capt K.C. Saigal, chairman 
and Adviser, Eastern Bulk 
Services, New Delhi and Mr 
D.R. Calra, F1EO as member¬ 
secretary. The team which left 
on March 28, is first of its kind 
to visit petro-dollar countries. 
The team would try and 
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project the present status and 
capabilities of Indian consul¬ 
tancy firms to the buyers of 
consultancy services in these 
countries as well as bridge the 
j information gap that exists in 
respect of the services. The 
team is planning to discuss 
with various procurement agen- 
^ des and buying organisations, 
governmental as well as private 
—in each of these countries 
and would try to establish long¬ 
term and lasting contacts. The 
team would also try, wherever 
possible, to conclude firm 
contacts. 

Texmaco Exports to 
Malawi 

The first order for hydraulic 
structures received by India 
from Malawi has been secured 
by Texmaco Limited, an engi¬ 
neering unit from Calcutta. 
The order is worth Rs 1.7 
crores and is for the design, 
fabrication, supply and instal¬ 
lation of various types of 
sophisticated gates and hoists 
for barrage on Shire river in 
Malawi. Last year Texmaco 
had received an order from 
Philippines for an ADB 
financed hydro-electric project 
for bulk head gates. This was 
also the first of its kind. 

Indo-Pakistan Trado 

Trade between India and 
Pakistan is expected to diver¬ 
sify and expand in the coming 
years. India has expressed its 
willingness to buy more items 
after these are identified so 
that the flow of goods becomes 
really beneficial to the interests 
of both the countries. In the 
meantime, problems in regard 
to congestion in rail transport 
and customs procedures will 
be solved on a priority basis in 
order to facilitate movement 
of goods. Experts from rail 
and road transport agencies 
from both sides will meet soon 
to sort out problems. These 
are some of the agreement 


signed recently after the two 
delegations reviewed trade 
exchanges in New Delhi. The 
Indian delegation was led by 
Dr P.C. Alexander, Foreign 
Trade secretary. The Pakistani 
team was headed by Mr Ejaz 
Ahmad Naik, secretary for 
Commerce. 

Mr Naik told a press con¬ 
ference after the signing cere¬ 
mony that his delegation had 
offered to supply industrial 
alcohol, gypsum, rock salt, dry 
and fresh fruits. The Indian 
delegation, he said, agreed to 
examine the list. He explained 
that Pakistan could not export 
raw cotton to India in 1976 
because c f shortage. 

There were also possibilities 
of exporting rice, another 
traditional item. In 1975, 
Pakistan supplied raw cotton 
to India while imported pig- 
iron and bidi leaves. In 1976, 
major items of Pakistan’s 
import included tea, iron and 
steel products, wood and tim¬ 
ber and electrical conductors. 
Cement import would start 
soon, he added. 

Confectionery 
Manufacturers Meet 

Confectionery manufacturers 
have called upon the govern¬ 
ment to withdraw excise duty 
on confectionery. Alternatively, 
it has been suggested that duty 
drawback be granted on vari¬ 
ous raw, packing and wrap¬ 
ping materials “in the interest 
of the very survival of this 
industry.” Delivering the presi¬ 
dential address at the annual 
general meeting of the Indian 
Confectionery Manufacturers 
Association, Mr M.O. Sathe 
stated that in the present cir¬ 
cumstances sizeable exports of 
confectionery were not possi¬ 
ble. However, a breakthrough 
in exports could be possible if 
confectionery factories were 
placed on par with their 
foreign counterparts in so far 


as prices of major raw mate¬ 
rials and packaging was con¬ 
cerned. Mr Sathe noted with 
concern that a number of 
units had gone out of produc¬ 
tion while remaining units hud 
to resort to heavy retrench¬ 
ment and long lay off of 
workers. Ever since the 
impost of 10 per cent ad 
valorem excise duty was levied 
in the 1974-75 budget the 
industry had been facing a 
crisis. It had alread been faced 
with large idle installed capa¬ 
city of nearly 60 per cent 
owing to limited demand for 
its products due to higher 
prices. 

Premier Auto Price 

Premier Automobiles, pro¬ 
ducers of Premier Padmini, has 
jacked up ex-factory price of 
its car by Rs 677 to Rs 22,752. 
Premier Padmini now costs 
Rs 31,854 on road in Bombay 
against Rs 31,092 earlier. The 
price increase is a sequel to the 
failuie on the part of ancillary 
suppliers to reduce their prices 
as expected when overall car 
price was reduced by about 
Rs 4,000 in March 1976 accor¬ 
ding to a spokesman of the com¬ 
pany. This anticipation of a re¬ 
duction in cost of components 
has not materialised. On top 
of it, other manufacturing costs 
and wages have incresed consi¬ 
derably in the past one year. 
The management has, there¬ 
fore, put up the price to offset 
the cost escalation. 

Board of Directors for 
Indian Iron 

A new board of directors has 
been constituted for the Indian 
Iron & Steel Co Ltd, with 
effect from March 28, 1977. 
Management of Indian Iron & 
Steel Co Ltd (1ISCO) was 
taken over by the government 
on July 14, 1972. On July 
17, 1976 the central govern¬ 
ment acquired shares held by 
the public by an act called the 


Indian Iron & Steel Co Ltd 
(Acquisition of Shares Act) 
1976. With acquired acquisi¬ 
tion of public shares, the 
company became a government 
company. The new board of 
directors replaces the board 
of mangement of the company. 
The new board of directors 
comprises of the following 
members: 

1 Mr V.K. Dar, Managing 
Director (erstwhile administra¬ 
tor) 2. Mr S.D. Prasad, Addl 
Secretary, Deptt of Steel, Minis¬ 
try of Steel and Mines. 3. Mr 
R. Ganapathy, Jt Secretary, 
Deptt of Steel, Ministry of Steel 
and Mines. 4. Mr S. Ranga- 
rajan, Managing Director, 
Life Insurance Corporation of 
India. 5. Mr Gopeshwar, 
General Secretary, Indian Na¬ 
tional Metal Workers’ Fedra- 
tion. 6. Mrs Roma Mazumdar, 
Commissioner and Secretary, 
Deptt of Industries and Com¬ 
merce, govt of West Bengal. 

7. Mr C. Balram, managing 
director, Western Coal Field. 

8. Mr P.K. Paul, managing 
director, Hindustan Steel Ltd 

9. Mr C.R. Sen Gupta, general 
manager, Industrial Develop¬ 
ment Bank of India. 

Steady Progress 

Since the take over of 
management of the company by 
the government in 1972 there 
has been a steady progress all 
round. Production of saleable 
steel has increased from the 
level of 13 per cent of rated 
capacity in 1972-73 to about 
67.5 per cent in 1976-77. Dur¬ 
ing the next year rated capacity 
utilisation of 85 per cent is 
anticipated. As much as 
5,40,000 tonnes of targeted 
saleable steel was produced 
during 1976-77. During the 
year 1976-77 there was an in¬ 
crease of about 11 per cent in 
sales as compared with 1975-76. 
Export of steel accounts for 
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80,000 tonnes during the year 
1976-77. Production of iron 
ore and coal has also registered 
an increase during the year 
1976-77 over the previous 
year inspite of non-working of 
the under-ground mine at Chas- 
nalla after the tragic accident 
in December 1975. During the 
current year, the government 
provided financial assistance to 
the tune of about Rs 33 crores. 
Welfare activities are receiving 
special attention and a project 
for providing 1,400 workers 
quarters is in progress. 

Compensation Issue 
in IISC0 

Many enquiries have been 
received in the office of the 
Commissioner of Payments 
(IlSCO) enquiring whether 
persons who have inherited 
shares of the Indian Iron & 
Steel Co Ltd, but who were 
not able to register themselves 
in the books of the company 
can claim compensation under 
Section 7(1) of the Indian 
Iron & Steel Co (Acquisition 
of Shares) Act, 1976. It is 
clarified that such successors 
to persons who were regis¬ 
tered shareholders as on July 
17, 1976 (date of vesting) but 
who have died either before or 
after July 17, 1976 be entitled 
to claim compensation under 
the said Act. 

In order to enable such per¬ 
sons to claim compensation, 
the government has modified 
its earlier notification which 
has prescribed November 1, 
1976 as the date for such ap¬ 
plications. In its revised noti¬ 
fication of March 3, 1977 it has 
been notified as the prescrib¬ 
ed date under Section 7(1) of 
the Act. Such claimants can 
now apply for compensati m 
within thirty days from March. 
31, 1977. Their appl cations 
should be addressed to the 
Commissioner of Payments ,C/o 
Secretary, Indian Iron & Steel 


Co. Ltd, IISCO House, 50- 
Chowringhee* Road, Calcutta- 
700071. They will however, 
be required to sumbit 
the following documents: (1) 
Death certificate issued by the 
Municipal authorities or other 
body authorised to issue such 
certificate (in original); (2) 
Probate of the will or letters 
of administration granted 
by a competent court or suc¬ 
cession certificate granted by a 
competent court or a certificate 
issued by the administrator 
general (in original); (3) 
attested signature (s) of the 
claimant(s) by a Notary Pub¬ 
lic or a magistrate or a sche¬ 
duled bank; (4) Share scrips 
for which compenation is being 
claimed, along with their appli¬ 
cations—in short, all docu¬ 
ments which are required to be 
submitted by them for muta¬ 
tion of their names under the 
Companies Act, 1956. One 
copy each of the documents 
at (1) and (2) above should 
also be enclosed with the appli¬ 
cation so that the original can 
be returned to them after exa¬ 
mination. 

Registered shareholders who 
could not submit their appli¬ 
cations earlier under the pre¬ 
vious notification can also 
take this opportunity to apply 
for compensation in the forms 
(in duplicate) already prescrib¬ 
ed for them also within thirty 
days from March, 1977. Their 
applications should however be 
submitted to the Commissioner 
of Payments (IISCO), C/o Iron 
& Steel Control, 234/4 Acharya 
Jagadish Bose Road, Cal¬ 
cutta-700020. 

Air Cargo Complex 
at Ahmedabad 

The government has agreed, 
in principle, to the establish¬ 
ment of an integrated air 
cargo complex at Ahmedabad 
airport. This was announced 
by Mr P.K. Kaul, additional 


secretary, union ministry of 
Commerce at a high level 
meeting in Ahmedabad recent¬ 
ly. The announcement follow¬ 
ed a detailed discussion on the 
viability of an integrated air 
cargo complex at Ahmedabad 
airport. 

The meeting also appoin¬ 
ted a group under the 
chairmanship of Mr S. J. 
Coelho, Gujarat Secretary for 
Industries, Mines and Power 
to work out a detailed plan 
for making the cargo complex 
operative from August 15, 
1977. Mr Kaul, who presided 
over the meeting, suggested 
that the Customs Collectorate 
may consider the question of 
providing clearance facilities 
at the Ahmedabad airport in 
respect of certain additional 
items like c mmercial samples, 
ice cream, fresh fruits and 
green vegetables, live plants, 
betel leaves, processed foods, 
books and periodicals and 
tender documents etc. 

Clearance Facilities 

Mr D.N. Mehta, Collector, 
Customs and Central Excise, 
Ahmedabad, announced that 
customs clearance facilities 
would now be available for 
textile made-up articles like 
bed sheets and pillow covers. 
He also announced that con¬ 
signments after customs clear¬ 
ance at Ahmedabad would be 
permitted to be cleared for 
export from Delhi in addition 
to the existing arrangements 
via Bombay. This meeting was 
attended, among others, by 
Mr S.J. Coelho, Secretary for 
Industries, Gujarat, Mr R.K. 
Puri, Director, Union Ministry 
of Commerce, WG. Comman¬ 
der Mr M.K. Bajpai, Director, 
International Airports Autho¬ 
rity of India, Mr V.K. Gupta 
Dy. Secretary to Central 
Board of Excise and Customs, 
Mr B. Raval, Managing Direc¬ 
tor, Gujarat Export of Com¬ 


merce and Industry, and 
senior officials of government 
of Gujarat, Air India, Indian 
Airlines, Export Promotion 
Councils and various other 
trade interests. 

Names in the News 

Mr H. Holck-Larsen who 
retired as chief executive of 
Larsen & Toubro with effect 
from Apt il 1, 1977, has agreed 
to continue to serve as chair¬ 
man of the board of directors 
of the company. 

Grindlays Bank Ltd has 
announced the appointment 
of Mr G.W.W. Cunningham as 
General Manager, Western 
India, in place of Mr A.Dayal 
who has been transferred to 
the bank’s head office in 
London. Mr Cunningham 
joined the bank in 1957 and 
served in Aden, Sri Lanka, 
India and East Africa and in 
1972 was put in charge of the 
corporate planning of the 
bank’s overseas business. His 
recent assignment was in 
Manila where he was Senior 
Vice President representing 
Grindlays’ interests in the 
Philippines. 

Mr Ashok Kumar Jain, 
President, Rohtas Industries 
Ltd, was unanimously elected 
president of the Cement 
Manufacturer’s Association 
for the year 1977 at its annual 
general meeting held recently. 
Mr B.V. Raju chairman of 
Cement Corporation of India, 
was elected vice-president. 

Mr Ajit S. Gopal of Indian 
Airlines has been unanimously 
elected Chairman of the Public 
Relations Society of India 
Delhi Chapter at the annual 
general meeting held recently 
in New Delhi. 

Mr V.K. Saxeoa of ISI and 
Mr N.D. Rajpal of Alembic 
Chemical have also been elect¬ 
ed as Honorary Secretary and 
Treasurer respectively of the 
Society. 
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COMPANY 

AFFAIRS 


ICICI 

In his annual statement Mr 
H.T. Parekh, the chairman of 
Industrial Credit and Invest¬ 
ment Corporation of India Ltd, 
made a specific reference to the 
unhealthy state of the capital 
market and the adverse impact 
of the poor response to equity 
issues on promoters particu¬ 
larly of new projects in parti¬ 
cular and joint sector ventures 
in general. This situation, 
Mr Parekh said had inevitably 
affected the industrial invest¬ 
ment so adversely that the 
situation calls for reviving in¬ 
vestors’ interest in equity capi¬ 
tal. 

In this context the chair¬ 
man has put forward several 
suggestions. As for as depo¬ 
sits with banks are concerned, 
Mr Parekh said, some adjust¬ 
ment can be considered in the 
interest rates on long-term 
deposits. Simultaneously in 
order to make investment in 
equity more attractive the 
chairman emphasised that the 
tax incentive in the form of 
additional exemption on divi¬ 
dend income and relief in tax 
on capital gains could be 
provided to individual invest¬ 
ors in equity capital. Rationa¬ 
lisation of interest rate s f ruc- 
ture and the pattern of yield, 
according to Mr Parekh, arc 
only some elements of the eco¬ 
nomic strategy conducive to 
growth with price stability. 
A sizeable step-up in invest¬ 
ment outlays, the chairman 
emphasised, is equally an im¬ 
portant constituent of the 
development strategy. 

The chairman also pleaded 


fora sizeable increase in ex¬ 
ports especially for promotion 
of high value added items. To 
achieve this end the chairman 
called for adoption of a prag¬ 
matic approach in regard to 
the import of technology and 
equipment for export produc¬ 
tion on the one hand and the 
need for developing suitable 
export marketing strategics on 
the part of the industry on the 
other. 

Exports by themselves, 
according to the chairman, 
cannot sustain growth. In 
order to boost economic acti¬ 
vity, in addition to public sec¬ 
tor investment, the chairman 
said, stimuli from other domes¬ 
tic areas of activity will have to 
be provided. Construction is 
one such area which can play 
an important role in the revi¬ 
val of economic activity. 
Housing also needs to be 
encouraged, as this activity 
besides being labour intensive 
spurs investment over a wide 
area of the economy, through 
its linkage effects. 

Hindustan Aluminium 

Mr. C.D, Birla, Chairman, 
Hindustan Aluminium Cor¬ 
poration Ltd has struck a note 
of cautious optimism on the 
company’s prospects for the 
current year. Presiding over 
the annual general meeting, the 
chairman stated that the 
company’s production during 
the first quarter of the current 
year was of the order of 23,400 
tonnes as against 18,500 tonnes 
in the corresponding period of 
the previous year. Mr Birla, 
is however, hopeful of fulfil¬ 


ling the production target of 
one lakh tonnes fixed for 1977 
but unfortunately the UP 
State Electricity Board had 
recently imposed a 35 per cent 
cut in the power supply in the 
plant. As a result, the daily 
alunvnium output had come 
down from 265 tonnes to 230 
tonnes and the aluminium pro¬ 
duction was now running at 
the rate of 75,000 tonnes per 
annum. He however, hoped 
that after the monsoon, it 
might be possible to persuade 
UPSEB to restore the power 
cut. The management is confi¬ 
dent of achieving imporved 
results during the current year 
depending partly on the resto¬ 
ration of power cut and partly 
on the labour situation. The 
chairman, however ruled out 
the possibility of an interim 
dividend. Bui in regard to the 
question of bonus issue, he 
assured the shareholders that 
it would be sympathetically 
considered at the appropriate 
time. The company is trying 
to have its captive power unit. 
Negotiations are in progress 
with government hut nothing 
concrete had emerged so far. 

Modi Spinning 

A Rs 9.50 crore moderni¬ 
sation and renovation scheme 
has been launched by the 
Modi Spinning and W- aving 
Mills Co. Ltd. To be complet¬ 
ed over a period of four years, 
the schcm.' envisages the rep¬ 
lacement of all machinery in 
th? mills which is over two de¬ 
cades old. The company expects 
to boost exports from its cur¬ 
rent level of three per cent to 
10 per cent of its total turn¬ 
over after the modernisation is 
completed. The company has 
approached the IDBI for a soft 
loan for partly financing the 
programme. A foreign ex¬ 
change expenditure of about 
Rs 1 crore is involved in the 
purchase of electronic winders 


and other sophisticated equip¬ 
ment. 

Meanwhile the company's 
expansion and diversification 
programme is making rapid 
progress. Steps have been 
taken to set up an export- 
oriented Rs 5.70-crorc plant at 
Rai Bareli for the manufacture 
of machine-made carpets. A 
readymade garments unit has 
started functioning which is to 
be expanded substantially when 
a new company i; formed to 
take over this rapidly growing 
business. The company has 
recently concluded a lic-up 
arrangement with a leading 
fashion house in Paris, Tedlepi- 
dus, and this tie-up is expected 
to yield a husiness in ready¬ 
made garments of the order of 
S 1 million a year. 

Modi Industries 

Modi Industries Ltd has 
come out of the red. Its opera¬ 
tions during the year ended 
October 31, 1976 has resulted 
in a surplus of Rs 42.94 lakhs, 
in striking contrast to a loss 
of Rs 70.74 lakhs in the pre¬ 
ceding year. After providing 
Rs 71.81 lakhs for deprecia¬ 
tion, and Rs 1.05 lakhs to in¬ 
vestment allowance reserve, 
the net loss for 1975-76 
amounted to Rs 29.92 lakhs. 
The main reason for this loss 
is low sale price realisation of 
the products due to die adverse 
economic conditjons in the 
country and low production in 
such of its units as sugar, 
acetylene gas, spirits, paints 
and varniish and carbon 
dioxide gas. 

The crisis and the unprece¬ 
dented setback whi-h mini 
steel plants faced during the 
last year continued in 1975-76 
also. This was mainly due to 
poor demand for steel coupled 
with low sales realisation and 
high cost of production. The 
company’s present production 
line is in low carbon region, 
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which is uneconomical and 
since special and alloy steel 
has ready markets with attrac¬ 
tive profits, the company has 
entered into a technical colla¬ 
boration with Messrs DAIDO 
Steel Co. Ltd of Japan. The col¬ 
laboration agreement has been 
approved by the government. 

The performance of the 
vanaspati unit during the year 
was satisfactory. The com¬ 
pany has taken up the expan¬ 
sion and modernisation pro¬ 
gramme of the ^ugar unit at a 
cost of Rs 4.56 crorcs envisag¬ 
ing an increase in the crush¬ 
ing capacity of the unit by 50 
percent. The overall work¬ 
ing results of all other units, 
however, remained satisfactory. 

The directors have recom¬ 
mended payment of dividend 
on preference shares for 
1974-75, they have however, 
skipped the dividend on equity 
and preference share for 
1975*76. 

Eagle-Tansi Joint 
Venture 

Eagle flask and Tamil Nadu 
Small Industries Corporation 
(Tansi) have jointly set up a 
vacuum flask plant at Cuindy 
Industrial Estate near Madras. 
The agreement to set up the 
plant was signed on March 2, 
1977 and the plant was inaugu¬ 
rated on April 13 i.e. within a 
record period of six weeks. 

EaHc has supplied Tansi 
with the latest technology for 
vacuum flask manufacture, 
including the drawings and 
designs for the furnaces. Tansi 
will manufacture 6,000 double- 
walled glass shells per day. 
These will be further proces¬ 
sed by Eagle into refills be¬ 
fore being used in the manu ¬ 
facture of vacuum flasks. 

As a result of the Eagle- 
Tansi joint venture, Tansi’s 
scientific glassware plant, ly¬ 
ing dormant for 2-| years, will 
now be manufacturing goods 


ftorth about Rs 50 lakhs per 
year. Initially* the produc¬ 
tion of the Eagle-Tansi plant 
will go to meet the demand 
for Eagle flasks in the south 
and thereafter a part of its 
production will be exported. 

Eagle will shortly be diversi¬ 
fying into the manufacture of 
lead crystal glass, for the first 
time in the country. The ex¬ 
pertise of Prof. Riedel (of 
Austria) will be available for 
this project. Eagle will pro¬ 
duce its premium-priced crys¬ 
talware primarily for export. 
In view of the high prices 
that crystalware of this kind 
command, the foreign exchange 
earnings arc likely to he consi¬ 
derable. 

Indian Hydraulic 
Industries 

Indian Hydraulic Industries 
was started in 1968 with the 
production of plastic injection 
moulding machines with a 
meagre capital of Rs 6,000. 
Today it has emerged as a 
pioneer in the manufacture of 
several sophisticated items, the 
latest among them being 
g ound support equipment of 
various types. 

The company has steadily 
broadened its range of manu¬ 
facture to include items such 
as hydraulic presses of 
various capacities as also 
broaching machines and pres¬ 
sure die-ca^ting machines. The 
company has taken up further 
the manufacture of items such 
as hi-lift commissary service 
vans as a pari of its diversifi¬ 
cation programme^. The firm 
has got ambitious plans for 
future development. It is al¬ 
ready working on the manufac¬ 
ture of other ground support 
equipment, such as, cargo lo¬ 
aders, passenger steps, motoris¬ 
ed toilet carts, water carts, etc. 
for use at airports. The power 
steering equipment on which 


the company is working at the 
moment is likely to improve 
the performance of heavy 
vehicles plying on the 
road. 

The company’s plastic ex¬ 
trusion machines have found 
ready markets in such count¬ 
ries as the UK, Saudi Arabia, 
Africa and middle cast. 

The company has also ser- 
veral spectacular achievements 
to its credit. Its R & D 
division has developed a 100 
per cent indigenous horizon¬ 
tal plastic moulding machine 
with a capacity of 2000 gram¬ 
mes. It has also developed a 
totally indigenous multi-station 
rotary type injection mould i ’g 
machine and it was awarded 
a cash prize and a silver plaque 
by the government of India 
for import substition. 

Gujarat Alkali 

Gujarat Alkali and Chemi¬ 
cals has decided to issue 17 
lakh equity shares as rights 
shares to the existing share¬ 
holders at par in the ratio of 
two new shares for every five 
shares held. The issue is sub¬ 
ject to the consent of the Con¬ 
troller of Capital Issues. 

Punjab & Sind Bank 

In continuation of the Pun¬ 
jab & Sind Bank Ltd.’s policy 
of providing banking facilities 
at educational centres in the 
capital, a new extension coun¬ 
ter of the bank manned by 
women was opened in New 
Delhi at Guru Markishan Pub¬ 
lic School in Vasant Vihar. 
The new extension counter, 
was inaugurated by Drlndcrjit 
Singh, chairman of the bank. 

The bank will be sh >rtly 
opening its extension counters 
in the university campus and 
at the SGTB Khalsa (Evening) 
College at Dev Nagar. A 
couple of such extension coun¬ 
ters are already functioning 


in two educational centres in 
the capital. 

Meanwhile the bank has 
opened its 424th branch at 
Mayapuri industrial area in 
New Delhi. This will be the L 
32nd branch of the bank in the 
capital. 

News and Notes t 

Our country has re-emerged 
as an important exporter of 
indigo, thanks largely to the 
pioneering efforts made by 
Idachem Industries Private 
Ltd. a small scale unit in 
Bombay. 

India shipped indigo worth 
Rs 3.70 crores in 1976-77. Of 
this, Idachcm accounted for 
Rs 3.25 crores. Idachem start¬ 
ed its production only in 
March 1976. Within a year, 
it raised its production from 
one tonne to 22 tonnes per 
month. 

The company intends to raise 
the production further to 50 
tonnes per month-all for ex¬ 
port. The export target for 
the current year is fixed at 
Rs 7 crores. 

The board of directors of 
Larsen and Toubro Limited has 
accepted, with regret, the 
re‘irement of Mr H. Holck- 
Larsen as Chief Executive of 
the company with effect from 
April 1, 1977. At the unani¬ 
mous request of the members 
of the board of directors of 
the company, Mr Hoick-Lar¬ 
sen has agreed to continue 
serving as chairman of the 
board. Co-founder of L&T in 
1938, Mr Hoick-Larsen has 
played a leading role in the 
growth of the company to its 
present eminent position. 

Taking over the post of 
chief executive from Mr 
Holck-Larscn is Mr N.M. 
Desai, vice chairman and 
m inaging director of L&T 
since 1969. Mr Desai, 53, has 
been associated with the com¬ 
pany since its incorporation in 
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1946. He has been designated 
president and chief executive 
of the company by the board 
of directors with effect from 
April 1, 1977. 

The output of Tata com¬ 
mercial vehicles manufactured 
by the Tata Engineering and 
Locomotive Company during 
the period January-March 
1977 was 6,949 units as com¬ 
pared to 7,287 units produced 
during the corresponding 
period last year. The total 
output for the financial year 
1976-77 was 26, 106 units as 
compared to 26,008 units pro¬ 
duced during 1975-76. 

New Issues 

Wlmco is offering 19,60,000 
equity shares of Rs 10 each 
at a premium of Rs 3.25 per 
share to the Indian nationals 
residing in India for subscrip¬ 
tion. The subscription list 
opens on April 27 and will 
close on May 7 or earlier but 
not before April 30. Besides 
the public issue, the company 
is offering 90,000 equity shares 
of Rs 10 each at a premium of 
Rs 3.25 to its employees, 
directors, their friends and 
associates. Further 80,000 
shares are offered at a pre¬ 
mium Rs 3.20 per share to 
General Insurance Corpora¬ 
tion of India (GIC) and its 
subsidiaries. Bank of India, 
and Union Bank of India which 
if not taken up by them in 
pursuance of their right of op¬ 
tion to convert a part of their 
loan into the equity capital of 
the company will also be offer¬ 
ed to the public, at a premium 
of Rs 3.25 per share. 

The company has embarked 
upon an ambitions programme 
of modernisation, expansion 
and diversification involving 
a total outlay of over Rs 20 
crore in the next few years. 
After the allotment of the 
shares the foreign shareholding 


will be reduced to less than 40 
per cent of the issued and 
subscribed share capital. The 
board of directors are of the 
opinion that, subject to unfore¬ 
seen circumstances, the com¬ 
pany will make sufficient pro¬ 
fits to pay a reasonable divi¬ 
dend on the equity share capi¬ 
tal as increased by the present 
issue. 

K.G. Khosla Compressors 
Ltd. is offering 903,500 equity 
shares of Rs 10 each for 
cash at par to the public 
for subscription. The subcrip- 
lion list opens on April 25, 
and will close on May 5 or 
earlier but not before April 28. 
The company has paid an 
interim dividend of 7.5 per 
cent to the existing share¬ 
holders and the new share¬ 
holders will also be entitled 
to the balance dividend on 
the paid up value of their 
shares, thus getting a return 
on their investment from the 
very beginning. The company 
has launched upon an expan¬ 
sion and diversification scheme 
that will cost Rs 2.32 crores. 
The company expects to finance 
this project through the present 
issue of Rs 90.35 lakhs, bank 
borrowings of Rs 25 lakhs and 
cash accruals from the work¬ 
ing of the company of 
Rs 116.65 lakhs. 

K.G. Khosla Compressors 
are the pioneers and now 
leading manufacturers of air 
compressors in India. The 
company started as a trading 
house in engineering equip¬ 
ment in 1945 and entered the 
field of manufacture, setting up 
the first air compressor factory 
in 1957. The company entered 
into collaboration with the 
renowned French firm, Cre- 
pelle &Co for the manufac¬ 
ture of horizontal balanced 
opposed design air compres¬ 
sors. 

The range of machines pro¬ 


duced by the company is vari¬ 
ed. One can see components 
of compressors from one horse 
power to 1,000 horse power 
machines which can deliver 
small capacity and large capa¬ 
city compressed air at pres¬ 
sures varying from 30 p.s.i. to 
450 p.s.i. The variety of 
machines produced is really 
impressive: The strength of 
the company also lies in its 
capacity to make mother 
machines to manufacture com¬ 
pressors. Large quantities of 
aircooled compressors arc 
made for service stations, 
small industries, portable 
diesel compressors utilised for 
road construction, bridge buil¬ 
ding and other public works, 
quarrying, and mining, etc. 
Heavy duty industrial compres¬ 
sors, for industry, are also 
made in large series. Their 
products have already got a 


market in the west Asia, 
south cast Asia, Hungary, 
and Canada, etc. 

On November 15, 1976 the 
company converted itself into 
a public limited company in 
an effort to enlarge its capital 
base to take care of its expan¬ 
sion and diversification pro¬ 
gramme. The company has 
also entered into a collabora¬ 
tion with Demag Spiros of 
France for the manufacture 
of specialised very high pres¬ 
sure compressors suitable for 
upto 450 kg/cm 3 (600 lbs per 
square inch) working pres¬ 
sures. Such high pressure com¬ 
pressors are being manufactur¬ 
ed by the company in India 
for the first time. The com¬ 
pany is also diversifying into 
the manufacture of rock drills 
and air legs with technical 
know-how from Demag Druck- 
luft of West Germany. 


Dividend 

(per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 

Victoria Mill 

Dec. 

31, 1976 

20.0 

18.0 

Industrial Investment Trust 

Dec. 

31, 1976 

11.5 

11.0 

Hindustan Ferodo 

Dec. 

31, 1976 

25.0 

18.0 

Highland Produce 

Dec. 

31, 1976 

25.0 

12.0 

Same Dividend 





Shri Dinesh Mills 

Dec. 

31, 1976 

12.0 

12.0 

Polyolefins Industries 

Dec. 

3), 1976 

16.0* 

16.0 

NOCIL 

Dec. 

31, 1976 

12.0** 

12.0 

Empire Industries 

Dec. 

31, 1976 

10.0 

10.0 

National Machinery 
Manufacturers 

Dec. 

31, 1976 

Nil 

Nil 

S.S. Duncan 

Dec. 

31, 1976 

16.0 

16.0 


^Besides a one-for-two bonus issue. **On the enlarged capital. 
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Buoyant agriculture 
is a key to prosperity* 

Business and industry will 
respond to the challenge of 
economic resurgence. 

Tht following It tho tort of tho speach by Or. Bharat Ram. Chairman of Coromandel 
Fertiliser* Ltd., at tho 15th Annual General Matting hold on April 19.1977. 



Or. Bharat Ram 

Chairman, Coromandal Fertilisers Ud 

Ladiaa and Gtntiaman: 

I hava great pleasure m welcoming 
you to this 1 bih Annual General Meeting 
of the Company you already have in your 
hands tho printed annuel report of the 
Company containing the Directors' Report 
and the audi‘rd accounts for the year 1976. 
You will observe that the results fairly and 
adequately roflerr the sustained good per* 
formance mainta-ned by the Company over 
the years. The disposable profits for the 
year 1976 are lower compared to the previ¬ 
ous year, chiefly due to tho fact that the 
Company has entored the tax-paying stage. 

Before I proceed further, I would bke 
to mention briefly that we have witnessed 
e new mood among the people The people 
have elected a m*w party lo power end 
they have high hopes that the Government 
will translate 'he hopes of millions into rea* 
Iny Out peop<e were regarded as steeped in 
tradition yet lo be educated in the proces* 
sos ol Govcirrncnt. probably unable to 
appreciate the democratic impulses that 
mark a nation s maturity This myth hat 
been exploded It has demonstrated to the 
whole wmirj ih.it people, the vast majority 
of them poor deprived, with little educa¬ 
tion have an unening instinct tor the 
democratic process end have shown that 
democratic roots ere deeply ingrained in 
our national psyche We have a new 
Government, consisting of able men. who 
have spam many years in public service, 
who command our respect and importantly 
have claims on our whole-hearted coopera* 
tion in the tasks of nation-building. It la 
loo early to anticipate the new economio 
policy that will be given ua by our 
Government but whatever the details prove 
to be. the emphasis will be. one hopes, 
clearly on the primacy of agriculture 
end growth of igro-batetf j afgug b 11 wiU 


be rtharter for providing opportunities for 
employment. In a country as vast as ours, 
where the teeming millions eke their 
humble living In tho fields, extracting from 
a capricious Nature, often an unresponsive 
lend, a precarious existence nur major 
Internet will continue to be in the field ol 
agriculture and related Jiolds A buoyant 
agriculture alone can release mom purchas¬ 
ing power in- the hands ol the poor end help 
create more employment for our millions. 
We have known the nature and extent of 
poverty in our land; hoW I wish we could 
rediscover that we have an avon graver 
problem, running like a cancer in our 
system, the specie of unemployment with 
the evils it bungs in its wake-degradation, 
foil of hope, breaking up of will The nnlv 
solution, as I see it. is to help increase 
production, to stabilise prices and to 
provide opportunities for gainful employ¬ 
ment. Increased productivity is a vituo — 
this it true in agriculture and industry 
too 

If wa accept the topic of tM "tuition 
we cannot be neutral, we must he emotion¬ 
ally Involved and accept the strict discipline 
it enjoins and a code of condor i no tho pir? 
Ol business end trade whir h will tie inform¬ 
ed by public interest tempered by discipline 
and born of the conviction th.it wo have a 
responsible tola to play as an integral pad 
of the entire economic process m inrree 
sing economic activity I have no doubt 
Government who art charged with *Ks 
enormous task of economic resurgence era 
aware of the need to devise fiscal policies 
which will end tins period of sluggish 
Investment activity and release tho springs 
of growth. They will find business and 
industry will respond 

I must get back to more Immediate 
Indicators m our Company s life Production 
has improved dun to tho steps we had taker, 
in revamping the plant We could have 
achieved even better production but foi 
some of the unfortunate equipment 
problems that plant has had to contend 
with The phosphoric acid unit has not 
matched our expectations. We have 
referred to this in the Directors' Heport. 

The phosphoric acid plant as we see n 
today is capable of yielding 325 tonnes 
per stream day though we had planned to 
extract 400 tonnes per stream day from it 
We are aware nf the limitations imposed 
by the age of the plant. We have recently 
had one of the world's most #. penonced 
and renowned experts in phosphoric acid 
menu lecture to visit us and discuss the 
problem and some marginal increase in 
production rate appears feasible. 

^ fn earlier ye#re. I have shared with 
eur negpinj Ufiety regarding the , 


power situation as it {affects us in Andhra 
Pradesh Adequate power, uninterrupted 
power supply, i*- of the utmost importance 
to a chemu <il process industry such a a 
ours Frequent interruptions can inflict 
considerable damage and subject the 
equipment to -'.were strain I regret, again 
this year, wo have had an unsatisfactory 
power supply From Derembor 1976,. 
thiouqh tho months of tho first quarter of 
the ynwr we have been subjected trv. 
severe power re’-trkiions. W6 are all 
concerned about this and hovn sought 


to ba employed. Wa an fn touch wfth 
Government and we hope we will toon* 
havo a dearer picture and be able to move 
forward tho implementation of this preset. 
The project for recovery of argon gas and 
ammonia has also been approved by 
Government. Foreign Exchange releases 
have been assurqd 


The Coromandel Lecture this year was 
delivered b^an eminent scientist. 

Dr. Sterling Wortman, President of the 
International Agricultural Development 


the help of all authorities During .he period ™yS k His sublet 

.lannnru Ihrnunh March, wa haw* Inti service. N9W YOfK. MIS SUDjOCt 


January (hmuqh March, we have lost 
suhstanti.il Nitrogen production We have 
brought rue seriousness of the situation to 
the notice of our sponsoring Ministry in 
Government and others concerned with 
pmvuy We hove requested them to recog* 
m;.p the f.».-t Hint the fertiliser unit, by 
virtu? of its important place in the economy, 
should ho exempted from power restric¬ 
tions We hope the authorities will respond 
to mu constant plmid.na on this score 
This act.nn alone con help us produce 
more fertiliser and thus augment food 
production In tins context, I am pleased 
to inform you that we have received 
permission from Government to set up e 
captive vtandhy power umt with e capacity 
ol b MW Wo have taken eh preliminary 
steps with regard to the specifications, 
planning and have been in consolation 
with-vendors of equipment We are strain¬ 
ing hard to see that all clearances are 
obtained and'thete is smooth end quick 
implementation in this area. 

Sales too have shown a marked 
Improvement despite a difficult market 
situation and easy availability of p r oduct. 
You must take note of the fact that our 
most important marketing area is Andhra 
Pradesh 19/6-77 was a year of surprises. 
With prices revised downwards, and a 
monsoon that arr-ved. though a bit late. It 
was hopod that consumption of Pi 0» 
would pick up But we had our share of 
difficulties—e late monsoon was followed 
by breaches in the Godavari ameut end 
Three cyclones. The result was. it effected 
our sales in khard end less acreage wee 
available in rabi Despite this, due to 
aggressive selling, in a situation of easy 
availability, in feet a surplus, of P|0|. we 
have sold well. But this has meant truly 
aggressive marketing effort 


VR have kept in mind new project# that 
should be undertaken by the Compen* 

We have raceivod permission from the 
Government of Indie for the manufacture 
of aluminium fluoride to ba recovered j 
from the effluents of the pheaphonc add ’ if 
plant. Implementation is, hgwavar, pending 
dua <o ti»4v9ftliiD of ptocati tecboBjPOr . 


Accelerating Agricultural Development’' 
was timely end important and he paid a 
glowing tribute to our scientists and the 
innovation in agricultural strategies which 
they have evolved over the years We 
share his views and express our admiration 
for ihe work accomplished and being done 
by our agricultural research scientists The 
Borlaug Award this yeai was given to 
Dr Ch Kriahnamoorthy, a distinguished 
toil scientist for his outstanding 
contribution to agriculture 

When we met last year, you had appr¬ 
oved the appointment of Mr R. V K. M 
Suryarsu as the Deputy Managing Direr tor. 
Over the years your promoter companies 
have given us fully and wisely of their tech¬ 
nical experience and guidance and we heve 
d r *wn on thorn in good measure for 
counsel. They sent us some of then best 
end most competent men. The Company 
has now achieved maturity. The process of 
Indianisation is now complete, for. a few 
months from now. Mr. G. H. Nichols, Jr. 
will be returning to his parent Company in 
the United States, on completion of his 
term of assignment with its. The Board 
of Directors have placed before you our 
proposal to appoint Mr. R V. K. M. Suryarau 
as Managing Director Mr. Suryarau Is 
indeed moat eminently qualified to take up 
the stewardship of the Company. We wish 
Mr. Suryarau all success. 

I would like to add my tribute to the 
work of Mr Nichols who tus been with us 
since November 1973. H* endeared 
himself to ell; we would like to express out I 
appreciation for his dedicotod service m 
guiding the Company, f would also like to 
refer to the fine support ell employees have \ 
given at the Plant end at the corporate 
headquarters. Wt owe them • debt ol 
gratitude add I would like to thank them 
dll for thqjr coopiritiorv . - -- 
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FICCI on development 
approach to a prosperous 
society 


RECORDS 


AND 


STATISTICS 


The three-day fiftieth annual session of the 
Federation of Indian Chambers of Commerce and 
Industry will be inaugurated by the prime minister 
on April 23. Unlike on previous occasions, in this 
golden jubilee year, the Federation will not adopt 
any resolution but discuss generally how in the next 
ten years the nations economic effort can be 
directed towards promoting a prosperous society 
through larger employment, greater production, 
higher consumption and better marketing. 

A theme paper prepared for the discussions 
recommends that a compound growth rate of six 
per cent per year should be attempted in the next 
ten-year period. This is regarded as a realistic 
possibility. If this rate of development is pursued, 
a tremendous quantitative and qualitative change 
is expected to take place in the economy 
and the society. 

On the basis of the projected growth rate, the 
economy will be able to generate a GNP of Rs 128,372 
crores, giving an average per capita income of 
Rs 1,820. About 31 5 per cent of the GNP will be 
shared by the lowest 42 per cent of the population. 
This should enable the country to usher in the 
second phase of progress which would take it nearer 
to the European standard of living by the end of the 
century. 

The chapter on “The Development Alternatives 11 from 
the theme paper is reproduced below: 


While the economy has pro¬ 
gressed the basic problem of 
providing a minimum standard 
ofliving to all people has been 
resolved only partly. This is 
the greatest shortcoming of the 
development strategy that has 
been followed so far. The 
problem essentially breaks 
down into two related parts: 

— A large section of people 
do not enjoy a minium stan¬ 
dard of living primarily be¬ 
cause they are unemployed or 
employed in occupations which 
do not generate adequate in¬ 
come. That is to say, the net 
output from employment— 
whether hired for wages or 


self-employed—is less than 
what is required for the mini¬ 
mum standard ofliving. 

—Secondly even if such type 
of employment is created the 
additional output must consist 
of mass consumption goods. 

The first charge on the re¬ 
sources of the country should 
therefore be the provision of 
employment in sectors which 
produce primarily mass con¬ 
sumption goods like food- 
grains, cloth, edible oils etc 
and social amenities. This will 
presume a certain minimum 
growth. However, it should 
certainly b? possible for the 
economy to achieve a growth 


rate far beyond that which is 
required to eliminate poverty 
in the sense usually understood 
and subsequently indicated. 
The composition of this addi¬ 
tional production would be 
very different. As income 
increases, there is greater con¬ 
sumption of manufactured 
goods. Therefore, as growth 
rate goes every point beyond 
the minimum growth that is 
required the development of 
industry will have to be on an 
accelerated scale. 

The development of agricul¬ 
ture and industry cannot take 
place in isolation. It has to 
be supported by development 
of physical infrastructure like 
power, transport and cammu- 
nications, etc and financial 
infrastructure like banking, 
capital market and so on. 

Minimum Level 

The required minimum level 
of development will be condi¬ 
tioned by the rate of growth 
of population as well. Possi¬ 
bly, for another five years 
population growth will be 
around 1.8 per cent in the 
subsequent quinquennium come 
down to 1.5 per cent. Overall, 
in the 10 years, 1976-86, the 
average growth rate will be 
1.6 per cent per annum com¬ 
pound rate. On this basis 
population in the next 10 years 
will rise t > 705 million. The 
problem is how the poorer 
sections of society can be pro¬ 
vided a minimum standard of 
living and what additional 
development can be secured 
over and above this minimum 
to benefit all sections. 

On the basis of ‘42 per cent 


poverty* hypothesis, about 256 
million people did not enjoy 
the minimum standard of living 
in 1975-76. These people ac¬ 
counted for less than 22 per 
cent of the total private con¬ 
sumption. As a first step, if 
the benefits of development 
are largely directed to this 
section of population their per 
capita annual expediture will 
have to rise from the current 
Rs 473 to at least Rs 750. The 
latter is the weighted ave rage 
of the cost of minimum stan¬ 
dard of living in rural and 
urban sectors (Tabic I). 

Cost of Living 

The requirements of con¬ 
sumption in the urban sector 
arc higher than in the rural 
sector because of the higher 
cost of living in cities and 
towns. Broadly, it would be 
found that the cost ofliving in 
urban centres is about 50 per 
cent higher than in rural areas 
and is mainly due to the larger 
cxp:nditurc on non-food items 
like housing, transport, etc. 

Of the total increase of 96 
million in the total population 
by 1985-86, a large section will 
remain poor if no specific 
action is taken to increase their 
income. Their t >tal number 
will rise to about 300 million 
in the next 10 years. 

Now, if development is so 
Table I 

Cost of Minimum Standard of 
Living 

(Rs. per capita pear year) 


Rural 

646 

Urban 

969 

Average 

750 
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designed as to increase the 
standard of living of this sec¬ 
tion of society, a minimum 
growth rate will have to be 
engineered to ensure that their 
per capita consumption rises 
from Rs 473 to Rs 750 per 
annum. However, development 
of any sector will have consi¬ 
derable fallout effects which 
will benefit other people also. 
Nevertheless the task of impro¬ 
ving the living standard of the 
poorer sections of society will 
be easier if the kind of develop¬ 
ment that is undertaken is such 
as to generate employment and 
simulteneously lead to produc¬ 
tion of mas* consumption 
goods. 

With this strategy it should 
be possible to divert a sub¬ 
stantial part of the benefit 
of development to the poorer 
sections. If broadly about a 
half of the increase in private 
consumption accrues to the 
lowest 42 per cent of the popu¬ 
lation (whose share today is 
22 per cent), the increase in 
total private consumption ex¬ 
penditure will be about 
Rs 20,600 crorc*. On this 
basis, the GNP growth in the 
next 10 years will have to be 
3.2 per cent per year compound 
rate. Or broadly a threshold 
growth level of four cent per 
year will have to be aimed at. 

Threshold Growth 

It should, however, be possi¬ 
ble to achieve more than the 
four per cent threshold level 
growth which is the minimum 
necessary to eradicate abject 
poverty. As the growth rate 
increases the proportion of 
agricultural production in 
GNP will decline and that of 
industrial production increase. 
This would influence the dis¬ 
tribution of income. Consi¬ 
dering the resource po >ition a 


two growth rates, viz, the 
threshold level of four per cent 
and the attainable level of six 
per cent, is shown in Table II. 

If the .GNP growth rate is 
four per cent, which is the 
minimum required, the per 
capita consumption of the 
lowest 42 per cent population 
which will now be more than 
the minimum will increase by 
80 per cent and of the rest of 
the population by 19 per cent. 
With a six per cent growth rate 
the per capita consumption of 
the lowest 42 per cent of the 
population will rise by 116 per 
cent and that of others by 32 
per cent. These kirids of 
defferential growths in con¬ 
sumption arise from the fact 
that there would be larger 
employment and greater pro¬ 
duction of mass consumption 
goods. 

Pattern of Development 

It may look as if the growth 
rates postulated above arc not 
significantly different from 
tho>e either achieved earlier or 
anticipated in the five-year 
Plans. Even so it is found that 
the poorer sections can be 
provided with a national mini¬ 
mum desirable standard of 
living. The emphasis in the 
analysis here is not so much 
on the rate of growth as on 
the pattern of development. 
The major contribution to 
production and employment 
will be by the agricultural 

Table II 

Per Capita: Consumption 

(Rs per annum) 

GNP Growth rates 


Current 4% 6% 

Lowest 
42 % popu- 


six per cent growth per annum 
should be possible. The per 
capita consumption with the 


la Lion 
Others 


473 

1230 


853 

1464 


1020 

1629 


sector. This will improve a 
substantial re-allocation of 
national resources which would 
accelate development of agri¬ 
culture, mainly through pro¬ 
vision of larger irrigation 
facilities. 

Accent on Agriculture 

Currently of the total invest¬ 
ment 19 per cent is in agri¬ 
culture; in our analysis it 
is anticipated to be about 28 
per cent, if the GNP growth is 
four per cent per year. What 
is also important is the empha¬ 
sis on irrigation. As against 
the five per cent of the total 
investment in irrigation now, 
it is suggested that about 18.5 
per cent of the total investment 
will have t > be made in irriga¬ 
tion, if the desired employ¬ 
ment generation and agricul¬ 
tural production have to come 
forth. It is in this respect that 
the strategy outlined in this 
paper differs from the official 
development plans. 

The different overall growth 
rates do not imply that all 
sectors of the economy—agri¬ 
culture, industry and sevices — 
will have to grow at those 
respective rates, Basically, as 
the growth rate goes up from 
the minimum four per cent to 
the feasible six per cent, the 
growth of industry and services 
will have to be relatively 
higher. This follows the chan¬ 
ges in the pattern of consump¬ 
tion as incomes improve. In 
other words, the additional 
output produced, if the overall 
growth rate is four per cent, 
will contain a larger compo¬ 
nent of agricultural goods. If 
the overall growth rate is six 
per cent, the additional output 
produced will contain a larger 
component of industrial goods 
and services. 

The relative growth rate of 
different sectors given the over¬ 
all growth rates, can be esti¬ 
mated on the basis of the 


expenditure pattern and the 
technical relations between 
defferent sectors. For the two 
alternative GNP growth rates 
postulated above the rates of 
growth for different sectors * 
would be as under (Table HI). 

Table HI 

Sectoral Growth Rates ^ 
(per cent) 


Overall growth rates 



4% 

6% 

Agricul- 



ture 

3.6 

4.0 

Industry 

4.5 

8.0 

Services 

4.5 

7.0 


How high a growth rate is 
feasible would depend basically 
upon the investment require¬ 
ments and the savings possibi¬ 
lities. The gap between invest¬ 
ment and savings, if reasonable, 
can be made up from private 
foreign investment and official 
foreign assistance. To the 
extent that the investment- 
savings gap remain uncovered 
the economy will be exposed 
to inflationary pressures. 

Sectoral Programmes 

The investment requirements 
are governed by the capital 
intensity of projects in diffe¬ 
rent sectors and the respective 
growth rates. It is generally m 
found that development of 
agriculture is less capita] in¬ 
tensive than that of industry, 
and of industry less than that 
of infrastructure. From the 
investment undertaken in the 
three sectors in the past four 
Plans (including Plan Holiday) 
it is seen that the investment 
required to generate one rupee 
worth of income in different 
sectors is broadly of the order 
indicated in Table IV. 

With a four per cent GNP 
growth rate which depends pre- < 
dominatly on agriculture with 
low capital intensity the re- 
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quirements of investment will 
be relatively less compared to 
the six per cent GNP growth. 
That is to say, as the GNP 
growth rate increases the in¬ 
vestment requirements step up 
more than proportionately. 
The total investment required 
to achieve a steady GNP 
growth in the next 10 years, 
would go up from Rs 110,471 
crores for the four per cent to 
Rs 180,477 crores for six per 
cent (Table V). 

Level of Investment 

The major question is what 
level of investment can be 
financed without causing in¬ 
flation. In 1975-76, net domes¬ 
tic savings were 13.9 percent 
of GNP (corresponding to 14.5 
per cent of national income), 
1.5 per cent less than the rate 
of investment. The balance 
was made good primarily from 
foreign aid, private foreign 

Table IV 

Capital Intensity of Sectoral 
Programmes 



Capital/Income 


Ratio 

Agriculture 

2.7 

Industry 

3.3 

Services 

4.8 

Table V 

Investment Requirements 


Overall GNP 


growth rate 


4% 6% 

Total invest¬ 
ment in the 

10 years 
(Rs. crores) 
Investment 

110,471 180,477 

as%of 

GNP in 


1983-86 

12.5 18.5 


investment being almost insi¬ 
gnificant. 

Whether savings are the 
only constraint on investment 
ment will also depend on the 
extent to which the develop¬ 
ment will disturb the balance 
of trade position. Naturally, 
as GNP growth is pushed up 
import requirements will be 
larger and the composition of 
the imports will also be diffe¬ 
rent. One can reasonabley 
assume that with the proposed 
development of agriculture, 
imports of foodgraine, which in 
1975-76 constituted 27 per cent 
of imports, will no longer be 
necessary. No doubt, export 
possibilities will also increase. 
But with the step up in domes¬ 
tic consumption it may be 
difficult to maintain, let alone 
enlarge, exports of items like 
sugar, steel, etc. However, 
taking into account the likely 
trends in exports and the 
possibilities of import substi¬ 
tution it can be estimated that 
there would be a balance of 
trade surplus of the order of 
Rs 886 crores with a four per 
cent GNP growth. The surplus 
will go down to Rs 472 crores 
with the six per cent growth. 

Dual Benefit 

If we succeed in developing 
tourism in a big way not only 
in attracting foreign tourists 
but also by providing facilities 
to our own nationals to travel 
within the country, we can ex¬ 
pect a dual benefit: greater 
employment and larger foreign 
exchange earnings. Taking in¬ 
to account all the invisible 
earnings and debt repayments 
the balance of payments posi¬ 
tion should not pose any pro¬ 
blem, even with the six per 
cent growth. The role of 
foreign aid and private fore'gn 
investment, in any case, would 
be primarity to supplement 
domestic savings. 

Savings do rise with an 


increase in income. But it has 
been envisaged that the addi¬ 
tional income would be large¬ 
ly consumed, having regard to 
the high propensity to consume 
of the newly employed. As 
such, a significant push to 
savings may be somewhat 
difficult. 

It needs to be mentioned 
that savings generation is not 
coterminus with additional 
taxation. This mistaken identity 
has possibly been the single 
major factor which has ero¬ 
ded savings potential of the 
economy. For example, in the 
past 25 years, the tax ratio 
(i.e, the ratio of taxaion to 
national income) rose from 6.6 
percent to 16.5 percent; but 
the savings of government as 
a ratio of national income rose 
from one per cent to about 


three per cent. The saving 
habit of government is not 
conspicuous. It is necessary 
to stimulate savings among 
those sectors which are inclin¬ 
ed to save. Today the vast 
bulk of savings originate in 
the houshold sector and the 
corporate sector—public and 
private. Both these sectors 
can be induced to save more 
through appropriate fiscal in¬ 
centives. The reduction in the 
personal rates of direct taxa¬ 
tion had a telling effect. The 
same approach has to be ex¬ 
tended to corporate sector 
also. More than that the fiscal 
incentives would be more effec¬ 
tive if they are linked to sav¬ 
ings itself. For example, if 
saving, iti whatever form is 
exempt from tax altogether, 
there would be a powerful 
impact on savings formation 
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which would finance a larger 
investment. 

Also it is not as if invest¬ 
ment will be somehow under¬ 
taken if the requisite resources 
are available. Investment has 
to be commercially viable. 
This aspect has, sometimes, 
been overlooked and as such, 
even when resources were not 
short, investment did not take 
place. In the past two years, 
for example investment effort 
slackened mainly because new 
investment was not competi¬ 
tive. The increase in the prices 
of capital goods, the higher 
rate of interest and rigid price 
controls, acted as a drag on 
capital formation. Th: envi¬ 
ronment for investment has to 
be conducive. For this pur- 
nose, one of the basic require¬ 
ments is that the cost of capi¬ 
tal projects is brought down. 
To the extent possible the ex¬ 
cise duty on capital goods and 
the customs duty on imported 
machinery shotld be drastically 
reduced keeping in view the 
necessary protection that is 
required for domestic indus¬ 
tries. 

Rate of Investment 

In any case, the rate of 
growth to be achieved in the 
next ten years will be linked 
with the rate of investment 
that is undertaken and the 
savings generation that is 
feasible, unless the gap bet¬ 
ween the two is financed from 
foreign resources. If savings 
do not match investment effort 
the economy will be exposed 
to inflationary pressures. 

The combinations of savings 
and net foreign resources that 
will be required to sustain 
different growth rates are 
shown in Table VI. 

What growth rate is feasible 
depends upon the effectiveness 
of policies for stimulating 
savings and investment. The 


four per cent growth is feasible 
even without any improvement 
in the rate of savings, allow¬ 
ing for the repayment of 
foreign debts. But to push up 
the growth rate to six per cent 
per year would require some 
effort in savings generation 
and for this purpose an appro¬ 
priate institutional arrange¬ 
ment has to be evolved. It is 
most important, however, that 
substantial economies are 
undertaken in current govern¬ 
ment expenditures. It is 
assumed that such expenditure 
which today amounts to nine 
per cent of the GNP will be 
reduced to 7.5 per cent by 
1985-86. 


Savings Generation 

The generation and use of 
savings is partly a matter of 
th.: development of fina .cial 
infrastructure. N > doubt, 
institutions like the stock ex¬ 
changes banks, term-lending 
institutions, etc are already 
well established. The growth 
of these institutions has been 
quite significant in keeping 
with the development needs. 
But there are also lags which 
principally visible in the capi¬ 
tal market and which have 
made it defficult for industry 
to secure long-term funds. 

Since 1960 the growth of 
Table VI 

Savings & External Resources 


Growth rates 



External re- 



sources as 



percentage of 



GNP 



—.5 

13.5 

19.0 

Nil 

12.5 

18.5 

0.5 

12.0 

18.0 

1 

11.5 

17.5 

1.5 

11.0 

17.0 





SPECTACULAR 
GRAND PRIX 
VICTORIES FOR 
GOODYEAR 
AT 

BOMBAY AND 
MADRAS 

Run-away winners of thirteen prizes in the 
second Grand Prix Bombay Circuit and 
twenty-five winners in the Madras Race. 

David Pieris, the Sri Lanka Speedking, won the 
triple crown with his Formula Ford, fitted with 
Goodyear tyres, winning the Grand Prix Meets 
at Sri Lanka, Bombay and Madras. Goodyear is 
the choice of champions: Six first prizes and 
six second prizes were won on Goodyear tyres 
at Bombay. While at Madras, racers on 
Goodyear tyres won twelve out of seventeen 
events and thirteen second prizes. 

For the past four years Goodyear has topped 
the world racing circuits. Jackie Stewart, 
thrice world champion and the 27-time Grand 
Prix winner, has this to say “Tyres are the 
car's only contact with the road and, therefore, 
you cannot afford to take chances. In high 
speed racing you want the best tyres for your 
car. And Goodyear is the best tyre". 


WINNERS GO 


GOODYEAR 
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banking has been rapid. The 
rate of deposit expansion in 
the five years 1970-71 through 
1975-76, was 18.9 per cent and 
of branch expansion 12 per 
cent. Even so in large rural 
areas banking facilities are 
conspicuously absent. 

Taking banking facilities to 
the rural areas involves coordi¬ 
nation of different banking sys¬ 
tems like the commercial banks, 
the cooperative banks and the 
newly created regional rural 
banks (RRBs). The extent to 
which each category of banks 
should explore the rural areas 
will depend on the capacity of 
these banks to provide the 
necessary facilities. The co¬ 
operative banks have, no 
boubt, been effective in certain 
areas but have not measured 
up to expectations generally. 

Role of RRBs 

Commercial banks and their 
subsidiaries, the RRBs, can 
supplement the cooperative 
banking system wherever it is 
weak and establish branches 
where the cooperative banks 
do not exist. On a rough 
estimate it would seem that 
about 150 to 180 RRBs at dis¬ 
trict levels can be established 
in the next 2-3 years and a 
large net work of branches 
built over the next 10 years. 
If we assume that in the 
ultimate stage one rural 
bank sets up about 200 bran¬ 
ches, then by 1985-86 the 
RRBs would have 36,000 
branches in rural areas cater¬ 
ing to the production and 
consumption needs of the rural 
sector. 

The development of the 
RRBs need not affect the 
growth of commercial banking 
sector. The deposits of sche¬ 
duled commercial banks have 
been increasing and by 1985 
would read Rs 35,000 crores 
or Rs 42,000 crores if the 


GNP growth rate is four per 
cent and six per cent respec¬ 
tively. They would be in a posi¬ 
tion to provided credits to ex¬ 
tent of about 3/4th of deposits 
mobilised. While much of this 
credit will be used for working 
capital it will have to be consi¬ 
dered whether the commercial 
banks should not extend 
medium term credit on a larger 
scale to finance machinery 
purchased against usance bills. 

Basic Weakness 

One of the basic weaknesses 
in the financial structure today 
is the capital market. It has 
remained confined, as far as 
the market for industrial 
securities is concerned, to 
urban centres more particularly 
metropolitan areas. The in¬ 
capacity of the capital market 
to generate adequate funds 
induced government to set up 
term leading institutions like 
the 1FC, ICICI and latter the 
IDBl which now acts as the 
coordinating agency. Even if 
these institutions provide long 
term loans, without a viable 
market for equities, the high 
rate of growth of industry will 
not be considered. It is neces¬ 
sary to see how equities can 
be made acceptable and attrac¬ 
tive to the rural public. The 
establishment of investment 
trusts by private parties, on the 
same lines as the Unit Trust 
of India, could help channel 
semi urban and rural savings 
into industrial capital. 

The five-year Plans give only 
a broad outline of the develop¬ 
ment to be undertaken. There 
is no financial planning, how¬ 
ever, which ensures that pro¬ 
jects which have been cleared, 
find the necessary resources 
when they come at the imple¬ 
mentation stage. Industrial 
licensing which had become a 
means of merely eliminating 
non-priority projects should be 


given a new orientation and 
made into an effective instru¬ 
ment of ensuring that the re¬ 
quisite financial and material 
resources required are made 
available for quick implemen¬ 
tation. 

While the rate of growth is 
important in itself, it is equally 
necessary that the pattern of 
growth is such that it generates 
productive employment as to 
ensure a minimum standard of 
living to all sections of society. 
It was mentioned earlier that, 
if income generation is not 
appropriate or adequate nearly 
300 million people will not be 
free from abject poverty by 
1985-86. Broadly, a family 
unit consisting of four persons 
will have to earn Rs 3,412 a 
year. This income may be 
earned by one or more mem¬ 
bers of the family. The asum- 
ed average income does not 
make a distinction between 
urban and rural areas, though 
this distinction is often impor¬ 
tant. 

Increased Earnings 

It can be reasonably assu 
med that when some workers 
are out from their present 
employments or activities, 
those who remain in such 
employments or activities will 
be able to earn more. In other 
words, the number of workers 
that have to be provided with 
fresh employment will have to 
be such that the family units 
in existing employments or 
activities will earn Rs 3,412 per 
year (or per family). Since 
the present earnings of this 
section of the population is 
Rs 1,892, per year per family, 
it would follow that 33 million 
workers will have to be pro¬ 
vided fresh employment so that 
the family unit will be able to 
earn Rs 3,412 per year. 

Apart from this, there would 
also be an addition to the 


labour force in the other 58 
per cent population which will 
have to get productive employ¬ 
ment. The additional labour 
force in this section of popula¬ 
tion will be about 13.5 million. 

If employment is provided to 
this labour force the earnings 
per family unit in this section 
of population will naturally 
exceed Rs 3,412. 

Employment generation is 
the most appropriate method of 
bringing about an improvement 
in the standard of living of 
poorer sections of society. At 
the same time production of 
mass consumption goods needs 
to be undertaken. These two 
problems can be tackled simul¬ 
taneously if production and em¬ 
ployment take place precisely 
in those sectors which produce 
mass consumption goods. In 
that case, the standard of living 
of the poorer sections will 
automatically increase without 
calling for any redistributive 
mechanism. 

It is obvious that the bulk of ! 
mass consumption goods will 
be agricultural commodities 
like foodgruins, cotton, oil¬ 
seeds, etc. Therefore, in the 
next 10 years economic pro¬ 
grammes have to accord ut¬ 
most importance to agricul¬ 
tural growth. What is more, 
the development of agriculture 
has to be such that large pro¬ 
ductive employment is created. 

Major Factors 

Employment generation in 
agriculture is very positively 
linked with three major factors: 

(1) Irrigation; (2) Use of 
fertiliser; (3) Use of high- 
yielding varieties of seeds. 

It is generally found that 
primary mechanisation, i.e. 
use of tractors as far as farm 
employment is cqncerned, is 
more or less, neutral though 
it would certainly provide 
employment in factories. But 
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the use of harvesters does 
tend to reduce employment 
opportunities and should not 
be encouraged, except in areas 
where shortage of labour has 
emerged. 

The employment potential 
of irrigation is high and should 
be the mainstary of the em¬ 
ployment strategy. This is so 
for two reasons: 

(1) the implementation of 
irrigation programme will 
create large job opportunities; 

(2) with the increase in crop¬ 
ped area farm employment 
will rise; 

Employment Potential 

Considering the irrigation 
programme which has been 
subsequently indicated and the 
use of fertilisers and high 
yielding varieties, the additional 
productive employment that 
can be generated in the agricul¬ 
tural sector would be as shown 
in Table VII. 


Table VII 

Employment Potential of 
Agriculture^ 


Agricultural 

Additional 

growth 

employment 
in agriculture 


by 1985-86 


(Million) 

3.6 per cent 

22.0 

4.0 per cent 

21.5 


The agricultural sector by 
itself would be in a position to 
provide substantial productive 
employment as also the addi¬ 
tional mass consumption 
goods. 

The direct employment 
potential of industry is smaller 
than that of agriculture. In¬ 
dustrial production (organised 
sector) more than trebled in 
the past 25 years; employment 

IBmployment estimates is based 
on the necessary generation of per 
capita income and different levels of 
growth. 


increased by only about a half. 
The total employment in the 
organised sector (public and 
private) is less than six mil¬ 
lion. 

It is generally found that 
employment potential of small 
scale industries is larger than 
that of the large scale indus¬ 
tries, per rupee of investment. 
But this consideration alone 
cannot be relevant in determi¬ 
ning the size of units. There 
are other techno-economic 
factors which have far greater 
importance. But when these 
other factors are not relevant 
employment generation will be 
speeded up with the encourage¬ 
ment of small scale units. 

What is of even greater rele¬ 
vance is that the fiscal policy 
does not specifically encourage 
greater use of labour. The 
same is ture of the labour 
laws. In fact, most of the fiscal 
concessions arc related to 
capital use and as such tend to 
induce capital intensive 
methods of production. Em¬ 
ployment would be consider¬ 
ably stimulated if for example, 
the wage bill is given weighted 
deduction in the computation 
of corporate tax liability. 

Related Aspect 

Another related aspect is 
that labour being relatively 
abundant and wages being low 
by international standards, 
there is an inherent advantage 
in exports of labour intensive 
goods. These goods for the 
most part, will be conusmer 
goods rather than capital 
goods. 

In any case, the employment 
potential of industry is likely 
to be limited though it can be 
increased beyond what has 
been realised in the past. The 
development programmes en¬ 
visaged earlier will, taking into 
account the measures to stimu¬ 
late employment, provide 


additional employment in in¬ 
dustry ranging from 5 million 
to 10.5 million (Table VIII). 

Table VIII 

Employment in Industry 


Growth of Additional 

industry employment 

in service 
sector by 
1985-86* 


4.5 per cent 5.00 

8 per cent 10.5 


The third employment ave¬ 
nue is the service sector. The 
main employment spinning 
activitty in the this goup is 
construction. Apart from this, 
there are other activities like 
transport and communications, 
electricity generation, banking 
and commerce, etc which would 
create productive job opportu¬ 
nities. The labour capital 
ratios in this sector arc more 
or less constant and, from past 
experience, employment gene¬ 
ration can be estimated for 
different growth rates which 
have been projected earlier 
(Table IX). 

Thus, the total additional 
employment that would be 
created in the economy in the 
next 10 years for different 
GNP growth rates would be 
41.6 million and 55.6 million 
for the four per cent and six 
per cent growth rates**. On the 

Table IX 

Employment in Tertiary Sector 


Growth in 

Additional 

service 

employment 

sector 

in service 


sector by 


1985-86 

4.5 per cent 

10.0 

7 percent 

17.4 


♦’Includes 4.6 and 6.18 million in 
trade and commerce. 

’Includes small-scale industry 
also. 


other hand the minimum re¬ 
quired employment would be 
46.5 million. The pattern of 
employment will vary with the 
growth rates. The proportion 
of additional employment in¬ 
agriculture would be higher 
when the GNP growth rate is 
smaller. 

Table X 

Additional Employment 
Potential & GNP 

GNP growth Percentage of 

rate additional 

employment in 


Agriculture Others 


4% 52.8 47.2 

6% 43.2 56.8 


With the four per cent 
growth rate, employment gene¬ 
ration will more or less match 
with the requirements of addi¬ 
tional productive jobs. When 
the growth rate is six per 
cent employment generation, 
with the pattern of develop¬ 
ment envisaged, will be higher 
than labour availability. Of 
course, it is possible that with 
larger employment generation 
the participation rate may also 
rise. Nevertheless, when the 
GNP is pushed up to six per 
cent it would be feasible and 
necessary to divert labour from 
agriculture to other sectors 
where labour productivity is 
higher. 

It would be reasonable to 
conclude that poverty is un¬ 
doubtedly eradicable in the 
next 10 years if development 
is geared towards generation 
of productive job opportunities 
mainly in agriculture and 
principally through irrigation. 
The pattern of growth will 
also ensure that the goods pro¬ 
duced will be such as would 
find ready demand from those 
who have been provided with 
additional income. 
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Stability ? Yes; Growth ? 

The new government has been in office for about five weeks. Its exertions so far have 
been largely political. A few key "economic” decisions, however, have also been taken. 
They revolve around the prime minister's personal involvement in restoring balance to 
national finances. Mr Desai has discounted deficit financing as one of the options open 
to the government for finding money for development. This does not automatically 
postulate a balanced budget for May. But it is clear enough what specific assignment 
has been given to the Finance minister. Mr H.M. Patel is to probe and prune public 
expenditure. The process, it may be assumed, is in full swing. 

Stability, in other words, has been set as the preferred goal. Where does this 
leave growth? If the government has an answer, the public is yet to be told. The prime 
minister has had a few opportunities already to do some loud thinking. Last week, he 
spoke to the Federation of Indian Chambers of Commerce and Industry at its golden 
jubilee session and also addressed the annual meeting of the Association of Indian 
Engineering Industry. Earlier this week, he inaugurated a seminar on planning and 
implementation systems, organized jointly by the Department of Personnel and 
Administrative Reforms and the Planning Commission in collaboration with the Indian 
Institute of Public Administration. While talking to his business audiences, Mr Desai 
asserted that the fiscal discipline projected for the government should be supplemented 
by monetary and credit discipline in the economy at large. He refused to buy either the 
thesis of the AIEI president, Mr F.A.A. Jasdanwalla, that the highest priority should 
be given to investment even if this meant "limited” inflation, or the argument of the 
FICCI president, Mr M.V. Arunachalam, that there was no direct or proportionate 
relation between money supply and the price level. The prime minister laid down as a 
firm policy objective of his administration economy in both public expenditure and 
corporate spending and pointed out that the latter would also be relevant to the part 
which he expected industry to play in bringing down prices. 

Predictably, Mr Desai’s exhortation to the business community to cut prices was 
long on ethics and short on economics. If his intention was to confuse issues, he 
certainly succeeded admirably. The subsequent discussions during the FICCI "business” 
sessions ("business” within quotes) read like the proceedings of a congregation at the 
Paunar ashram. There was much breast-beating even if its purpose was only to save 
face. However, both government and business will have other opportunities, less publi¬ 
cized, to thrash out the hard grains of a meaningful programme for linking price stability 
with growth in investment, production and consumption Business spokesmen, however, 
should discard the habit of protesting every time the Reserve Bank attempts to relate credit 
control to trends in money supply. Some degree of credit planning is absolutely neces¬ 
sary, whether for containing inflation or ensuring adequate bank money for production. 
Consequently, the central banking authority on the one hand and the business com¬ 
munity on the other are under an obligation to try to discover common ground rather 
than attempt to invent debating points. Mr Desai’s central thesis that both govern¬ 
ment and business should cut the coat according to the cloth has an undeniable rele¬ 
vance to conditions of expanding money supply and rising prices. 

Where the prime minister was deficient in a sense of urgency was in his failing to 
give a positive turn to discussions on the production issue. There is no better way and 
certainly no surer means of restraining prices than producing more. This argues at 
once for immediate initiatives in two major areas of management. The power cuts in 
several states are the gravest threat to price stability. We need to know without delay 
how government proposes to cope with the situation. So far there has been little 
recognizable remedial activity. Steps must be taken here and now to improve operations 
at thermal power stations or systems and, in the southern region, some evidence must 
soon be forthcoming of more rational destribution of hydel power supplies. 

Equally important is the need to prevent labour unrest assuming major 



proportions. In his speech inauguarting 
the golden jubilee auditorium of tht 
JFICCI last Friday, Mr G.D. Birla referred 
to the good offices of Janata politicians 
in helping to settle industrial disputes. 
This kind of benign intervention cannot 
always be relied upon. More organised 
machinery is needed in a more impersonal 
form and the question should be seriously 
considered whether provision should not 
be made for the automatic reference to 
compulsory arbitration of disputes which 
cannot be or are not resolved on the 
factory floor or through labour-manage¬ 
ment dialogues. One thing the Janata just 
cannot afford these days is missed pro¬ 
duction through lost man-days. 

stimulating demand 

Improvement in power supply and 
industrial peace will go a long way in 
containing prices by helping to increase 
production, but not all the way. The 
under-utilization of capacity in many 
industries has been the result of stagnation 
in demand or even decline. General refla¬ 
tion of purchasing power is ruled out by 
the price situation and the government's 
concern over public expenditure and the 
growth of money supply. It follows that 
demand will have to be stimulated selec¬ 
tively in other ways. The case for reduc¬ 
tions in import duties, central excises and 
rail freight tariff thus becomes a strong 
one. 

Given favourable circumstances, produc¬ 
tion can be substantially increased in all 
directions and this should bring about a 
better balance between supply and demand 
in the short period. But this in itself can¬ 
not make much of an impact on the 
employment situation and over a medium 
period, there will also be renewed imba¬ 
lance between national production and the 
growing needs of the people. Mr G.D. 
Birla brought this out clearly when he 
pointed out that there had been little new 
investment over the past seven years. 
There are thus arrears to be cleared. The 
prime minister believes that Plan priorities 
should be recast so that the emphasis is 
shifted from heavy industry to cottage 
industry. There must be some way, surely, 
of reconciling the political declarations of 
the Janata manifesto with the harsh reali¬ 
ties of national survival in a world of 


modern technology and business manage¬ 
ment so that the abolition of destitution 
becomes somewhat more real than a poli¬ 
tical slogan. Mr B.M. Birla, the chairman 
of the FICCI golden jubilee committee, 
took some pains to spell out the implications 
of any effort to build a prosperous society. 
Massive employment and a rise in the 
mass standard of living are not possible 
unless very high levels of investment and 
production are reached in basic industries 
such as steel, cement, coal, power, fertili¬ 
zers, machine tools and machinery and 
transport equipment or major consumer 
goods industries such as food processing, 
textiles and industries auxiliary to housing 
construction. There is therefore no escap¬ 
ing the single-minded mobilization of the 
human and materia] potential of the 
country through corresponding investment 
of capital and technology. Indian poverty 
can be eliminated only when India learns 
to produce that proportion of global out¬ 
put which corresponds to its share of the 
woFld population. 

distinct disservice 

It was therefore no accident that the 
investment climate became a prime theme 
in all the discussions. It was Mr G.D. 
Birla's view that institutional investments 
in existing equities did no service to the 
growth of the capital market. On the 
contrary, it did a distinct disservice by 
boosting equity prices to levels which were 
unrealistic in terms of the returns available 
from them relatively to the prevailing 
interest rate structure. He suggested that 
the savings of the community or other 
financial resources mobilised by the L1C 
and other financial institutions should be 
directed towards new capital issues so that 
there is a net addition to the investment 
in industrial expansion. Mr M.V. Aruna- 
chalam, pointing out that today's invest¬ 
ment determines tomorrow’s production 
and today’s profits tomorrow’s jobs, 
pleaded that industry should be helped to 
replace capital assets and embark on 
modernisation. He suggested that the in¬ 
vestment allowance should be extended to 
all industries, with selected priority indus¬ 
tries being given this allowance at higher 
rates. Both he and Mr Jasdanwalla argued 
for reductions in corporate and personal tax¬ 
ation as essential incentives to investment. 


Consensus was also conspicuous in 
business thinking on foreign capital and 
enterprise. Mr Arunachalam asked for 
the abolition of the restrictive provisions 
of the Foreign Exchange Repatriation Act 
at least with regard to new foreign invest¬ 
ments. Annotating this recommendation, 
Mr B.M. Birla pointed out that never in 
the history of the world there was such a 
large pool of investible resources as after 
the rise in the price of oil. Even the com¬ 
munist countries have been unhesitatingly 
drawing upon these sources of capital. 
They have reportedly borrowed some $40 
billion in the last three years. Mr Birla 
advocated vigorous efforts at tapping 
these funds for our industrialization. 

Our dominant concern today should be 
with thinking big and acting big, for the 
vast problem of Indian poverty will not 
yield to fractional efforts. Whether there 
is a total revolution in politics and society 
or not, there is need for a very far-reach¬ 
ing revolution in our approach to modern 
technology and management as the means 
of liberating our people from the bonds 
of economic backwardness and social 
stagnation. A liberal political system can 
fulfil itself only through more opportuni¬ 
ties for the people to work, produce and 
live belter, freely taking advantage of the 
fruits of global economic progress. This 
is also a lesson of this country's awaken¬ 
ing from a restrictive past. 
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Beyond ten million tonnes 


The steel industry crossed an important 
milestone during the financial year 1976-77 
by registering an output of 10 million ton¬ 
nes of ingots. In terras of saleable steel, 
the aggregate output amounted to 7.8 
million tonnes. 

More significantly, the production in 
the integrated steelworks improved marke¬ 
dly both in terms of ingots and saleable 
steel with the result that excluding 
fiokaro, where several units have been 
commissioned only recently and are still 
passing through their gestation period, the 
capacity utilisation in respect of saleable 
steel reached as high as 91.9 per cent. 
This percentage would have been even 
higher, though modestly, had the Rour- 
kela plant not experienced power difficul¬ 
ties for a couple of months early during 
the year just ended. 

target exceeded 

Compared to the previous year’s output 
of 5.779 million tonnes, the production of 
steel at the six integrated steelworks, 
namely Bhilai, Durgapur, Rourkela, 
Bokaro, Jamshedpur and Burnpur. in 
1976-77 at 6.921 million tonnes showed 
an improvement of 19.8 per cent. This 
level of production exceeded the target 
set for the year (in consultation with the 
representatives of the worker's unions) by 
456,000 tonnes. 

Individually, Bhilai and Jamshedpur 
plants did extremely well by not only ex¬ 
ceeding the targets set for them but also 
their rated capacities. The output of 
saleable steel at Bhilai amounted to 2.019 
million tonnes—110.3 per cent of the tar¬ 
get for the year and 102.7 per cent of the 
rated capacity. The production at Jam¬ 
shedpur amounted to 1.55 million tonnes 
—103.3 per cent of the target for the year 
as well as the rated capacity. Compared 
to the previous year, the output at these 
two plants last year was 9.1 and 4.3 per 
cent more respectively, the previous year’s 
output being 1.85 million tonnes and 
1.486 million tonnes. 

The Rourkela project also did well by 


yielding 1.174 million tonnes saleable 
steel, as against the target of 1.05 million 
tonnes and the rated capacity of 1.225 
million tonnes. The output at this plant 
in the previous year was 1.041 million 
tonnes. Last year’s output at Rourkela 
amounted to 111.8 per cent of the target 
and 95.5 per cent of the rated capacity. 
The previous year s production was ex¬ 
ceeded last year by J2.8 per cent. 

The output at the Durgapur and Burn¬ 
pur works, which have been ailing for 
quite some time, picked up further last 
year—at Durgapur by 19.9 per cent— 
from 0.761 million tonnes in 1975-76 to 
0.90 million tonnes, and at Burnpur by 
8.2 per cent from 0.50 million tonnes to 
0.542 million tonnes. Last year's output 
at these two plants came to 72.7 and 
67.8 per cent of their rated capacities of 
1.239 million tonnes, and 0.80 million 
tonnes respectively. Both these plants 
however, exceeded the yearly targets 
set for them -0.825 million tonnes in 
the case of Durgapur and 0.54 million 
tonnes in the case of Burnpur. The 
Bokaro project also improved its produc¬ 
tion substantially from just about 0.15 
million tonnes in 1975-76 to 0.736 million 
tonnes, exceeding the target for the year 
by 16,000 tonnes. 

accumulation of stocks 

The above improved working of the 
steel industry at a time when building con¬ 
duction activity was at a low ebb and the 
revival in the general industrial prodution 
had not gathered enough momentum 
could not but lead to accumulation of 
stocks. Concerted efforts at stepping up 
exports and making available freely the 
various categories of steel in the open 
market have helped in containing the 
level. The total availability of steel last 
year is estimated to have been of the order 
of 9.30 million tonnes, including the pipe¬ 
line stock and the imports during the year 
to the order of 0.25 million tonnes. Out 
of this, exports were effected to the extent 
of 2,43 million tonnes and domestic sales 


were pushed up to 5.57 million tonnes. 
The two figures for the previous year were 
0.8 million tonnes and 4.73 million tonAes, 
respectively. The net addition to stocks 
with the main producers during the year 
was about 80,000 tonnes—from 1.57 mil¬ 
lion tonnes as on April 1, 1976 to 1.65 
million tonnes as on March 31,1977. 
During the second half of the year, the 
exports as well as domestic sales picked 
up well. There was, therefore, even some 
drawing upon the stocks held on Sep¬ 
tember 30, 1976. 

production patterns 

A significant contribution was made to 
the containment of stocks by the adjust¬ 
ments effected in the production patterns 
of the various steelworks to suit the mar¬ 
ket conditions. Three specific instances 
of this were the manufacture of larger 
quantities of rails for export to Mexico 
and South Korea, going in for a larger 
output of structural and thinner sections 
of other categories of steel to suit the 
domestic demand and curtailment of the 
production of bars and rods as the hous¬ 
ing construction activity was at a low ebb. 
The adjustments in production pattern 
arc now being effected periodically after 
an assessment of the market requirements. 

With the above end in view and also to 
bring down production costs, research 
and development activity has been given 
a new thrust in collaboration with the 
Department of Science and Technology 
and the Planning Commission. Some of 
the important projects taken on hand to 
bring down production costs include bene- 
ficiation of iron ore, coal dust injection in¬ 
to blast furnaces at Bhilai and Rourkela, 
increasing the life of basic refractories for 
LD convertor lining, etc. Heartening 
results have been achieyed at lowering 
the coke rate. The development of high 
strength low alloy steels for heavy const¬ 
ruction activities is one of the important 
projects taken up for adjusting product- 
pattern to changing requirements on a 
long-term basis. Another important 
development in this regard is the recent 
commissioning of the spiral weld pipe 
plant at Rourkela and imparting greater 
sophistication to its product range. 

Besides concerted efforts at exports 
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which, as mentionc above, aggregated to 
2.43 million tonnes of saleable steel last 
year bringing in Rs 315 crores worth of 
foreign exchange, as against 0.8 million 
tonnes worth Rs 110 crores in the previous 
years, serious attempts are being made to 
export the consultancy services of MECON 
—a subsidiary of the Steel Authority of 
India (SAIL). Already MECON has a 
major achievement to its credit in this 
regard by securing a consultancy contract 
from the government of Nigeria for the 
construction in that country of two direct- 
reduction based integrated steelworks, each 
of one million tonnes capacity. Negotia¬ 
tions arc being carried on with Algeria and 
Liberia for interesting these two countries 
in the consultancy services available with 
MECON. The chairman of SAIL, Mr 
R.P. Billimoria, is expected to visit 
Tripoli later this month to have discussions 
with the Arab Tron and Steel Union for 
interesting i( also in the consultancy opera¬ 
tions of MECON. 

steel exports 

Another important step that has been 
taken by SAIL to step up exports of 
saleable steel is the posting of a repre¬ 
sentative at Kuwait and arranging of 
stocking of steel products there to facili¬ 
tate exports to the other Gulf countries. 
Another subsidiary of SAIL, namely 
Hiudustan Steelworks Construction Ltd. 
(HSCL), is also actively exploring the 
possibilities of undertaking construction 
contracts abroad. 

With a comfortable stock available with 
the steel industry at present and the tempo 
of production envisaged to be maintained, 
the outlook for the current financial year 
is not considered to be bleak, although the 
production targets for the various inte¬ 
grated steel plants for the year are yet to 
be finalised. Further significant improve¬ 
ment in production is expected to be aimed 
at primarily through the improved working 
of the Durgapur and Burnpur works and 
stepping up of the output of Bokaro very 
substantially. The first 1.7 million tonnes 
ingot-making stage of this steelworks has 
now been completed. The cold rolling 
mill at Bokaro has already undergone 
trial runs and is envisaged to be formally 
commissioned in the near future. The 
fourth coke oven battery here was com¬ 
missioned last month. The only unit yet 


to be commissioned for this stage of 
Bokaro is the third blast fu rnance. It is 
expected to be brought on stream in 
September. The production of secondary 
producers should also improve significant¬ 
ly this year, specially with the efforts 
being made to step up housing construc¬ 
tion activity. The SAIL authorities are 
confident that there is no likelihood of 
shortage of steel developing in the country 
despite increasing exports. 

Any substantial improvement in the 
production of steel from next year on¬ 
wards, however, will have to come pri¬ 
marily from the secondary producers, 
which at present have substantial under¬ 
utilisation of capacity, and from Bokaro 
where work is going on for expansion to 
2.5 million tonnes stage. Some increase 
in production can also be expected at 
Durgapur and Burnpur. The expansion 
of the Bhilai and Bokaro plants to four 
million tonnes each is expected to be 
completed in 1981-82, with the exception 
of the setting up of one blast furnace at 
Bokaro which may be commissioned in 
1983-84. If steel shortage is to be avoid¬ 
ed without effecting large imports in the 
late 1980s, it is high time that work on 
expansion of the industry was taken up 
in right earnest. The project reports for 
the Visakhapatnam and Vijayanagram 
plants, each of which will initially be 
having a capacity of one million tonnes 


Towards 


of ingot steel, are yet to be received. Even 
though the new government does not 
favour an over-emphasis on the building 
of heavy industries, it is only to be hoped 
that the expansion of the steel industry 
will not be ignored. 

The special steels project at Salem, 
which will augment the special steels 
making capacity significantly, has been 
cleared even by the Public Investment 
Board. Although there appears to be 
some excess capacity in this line of manu¬ 
facture as present, as even with the 
Visvesvaraya Iron and Steel Limited 
working to only about 67.8 per cent of 
its rated capacity last year because of 
power shortage, no shortages of special 
and alloy steels were experienced last year. 
The demand for these steels can be ex¬ 
pected to multiply fast if we have to step 
up our engineering exports. The Salem 
plant, therefore, needs to be puisucd vigo¬ 
rously. The alloy steels plant at Durga¬ 
pur too is coming into its own as in terms 
of saleable steel, it registered 86.5 per cent 
capacity utilisation last year with output 
going upto 52,000 tonnes from 46,800 
tonues in the previous year from an 
installed capacity of 60,000 tonnes. It need 
hardly to be mentioned that in view of 
the increasing production of alloy and 
special steels in the country, large imports 
ought to be avoided. Already some moves 
in this direction had been made last year. 


money 


The complexion of the money market has 
suddenly changed with the virtual dis¬ 
appearance of an extremely stringent 
phase and the prospect of an early return 
to normal conditions. Towards the close 
of last year it would not have been expect¬ 
ed that pressure on the banking system 
would subside in a short period and 
scheduled commercial banks would be in a 
position to comply with higher cash reserve 
ratio even with a continuance of the 
impounding of 10 per cent of incremental 
deposits from the middle of January this 
year. What precisely are the factors that 
have been responsible for the metamor¬ 
phosis in the situation in money market 


and the decline in the inter-bank call rate 
to even nine per cent in Bombay in the 
second week of April from the pegged ceil¬ 
ing of 12.5 per cent recorded for several 
months? There is a clear refutation of the 
contention of the monetary authorities that 
there had been undue piling up of inven¬ 
tories and industrial units had to be disci¬ 
plined into a complete observation of the 
norms laid down by the Tandon Com¬ 
mittee in regard to maintenance of stocks 
of raw materials and finished goods. 

In the light of the developments in the 
first five months of the 1976-77 busy 
season, it can be categorically stated that 
the bulge in non-food credit in the first 
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■ two months was due to heavier stocks of 
I finished goods and the rise in prices for 
f raw material such as cotton and edible 
oils. There were also larger imports of 
these items. It is disconcerting to note that 
stocks of steel have recorded even a margi¬ 
nal rise of 80,000 tonnes at the end of 
March this year as compared to March 

1976 even with a big rise in exports and 
larger internal offtake. But for the specta¬ 
cular export effort a higher level of output 
of steel and pig iron would not have been 
nearly fully absorbed. 

seasonal increase 

There has been a seasonal increase in 
sugar stocks, these having risen by over 
six lakh tonnes in a 12 month period as 
compared to March 1976 because of higher 
output and lower exports. Thus aggregate 
non-food credit rose by Rs 858.37 crorcs 
between October 31, 1976, and April I, 

1977 against Rs 837.54 crores in the cor¬ 
responding period of 1975-76. The small 
increase in the past five months compara¬ 
tively cannot be regarded as anything 
significant if it is borne in mind that higher 
cotton prices and larger sugar stocks alone 
could have accounted for an extra outlay 
of Rs 250 crores. 

It is however noteworthy that pressure 
was felt by lending institutions only in 
November-December 1976, as non-food 
credit rose during this period by as much as 
Rs 674.22 crorcs against Rs 516.77 crorcs. 
In three monlhs ending April 1, 1977 non¬ 
food credit rose by only Rs 184.15 crores 
against Rs 320.77 crorcs. The deceleration 
in the growth of non-food credit and 
virtually no net increase in procurement 
credit until the last week of March enabled 
banks to meet their obligation without 
much difficulty and without resorting to 
heavy borrowing from the central banking 
institution. The net increase in food credit 
in the five-month period under reference 
* was only Rs 15.76 crores if it assumed 
that the spurt in food credit during the 
week ended April I, 1977 by Rs 103.30 
crores was due to budgetary transactions. 
There could not have been such an increase 
under this head during that week as net 
procurement purchases of rice were negli¬ 
gible and the marketing of rabi wheat crops 
had not commenced. 

The smaller rise in non-food credit in 


recent months has given rise to expecta¬ 
tions that the earlier phenomenon of accu¬ 
mulation of finished goods of some indus¬ 
tries would not remain in evidence with 
larger offtake of steel, cement, fertilisers 
and engineering goods. There will of course 
be fairly large slocks of textiles, imported 
cotton and fibres and sugar. But with 
faster growth in deposits the immobilisa¬ 
tion of about Rs 500 crorcs on these 
accounts may not create any serious 
problems. In fact, the scheduled commer¬ 
cial banks had no need to borrow on a 
large scale from the central banking insti¬ 
tution as their deposits in five months end¬ 
ing April 1,1977 rose sizably by Rs 1468.37 
crores against Rs 1183.52 crores in the 
same period in 1975-76 while the expan¬ 
sion of credit was only Rs 1041.23 crores 
as compared to Rs 1653.28 crores. The 
member banks thought it advisable to 
default on their obligations for maintaining 
a higher cash reserve and liquidity ratios 
temporarily and not borrow excessively 
from the Reserve Bank. 

steep borrowing 

In the corresponding period in the 
previous season however, borrowing rose 
steeply by Rs 531.87 crores as food credit 
jumped by Rs 815.74 crores against only 
Rs 119.06 crorcs in the first five months of 
current season. The inflow of funds into 
the money market in the latter half of 
March on account of government disburse¬ 
ments was so heady that it was even 
possible for member banks to observe the 
cash reserve ratio requirements with the 
balances with Reserve Bank slanding at 
the record level of Rs 1282.58 crores on 
April 8, 1977. As there was also a big 
rise in money at call and cash and other 
balances, ii was even possible to reduce 
borrowing from the Reserve Bank during 
the week ended April 1, 1977 to Rs 887.60 
crorcs from Rs 959.12 crores. 

The peak of the busy season has thus 
been passed without any difficulty and the 
season promises to close on a quiet note 
especially as the late developments relating 
to buffer stock operations may be respon¬ 
sible for a smaller growth in food credit, 
in May-July. In view of the heavy buffer 
stocks and difficulty in finding storage space 
and in view also of the demand for higher 
procurement prices for wheat from the 


government in surplus states, the newly 
formed central government has decided to 
lift all restrictions on the movement of 
wheat within the country and only a small 
increase in the procurement price by Rs 5 
to Rs 110 per quintal has been granted. 
This price is indeed the floor as the 
government has not fixed any prourement 
target and has offered only to buy what¬ 
ever quantities are made available to them 
by farmers at Rs 110 per quintal. 

It has been emphasised that the rabi 
crop will be nearly equal to the all-time 
record of last year and it would have been 
necessary to acquire large quantities if the 
restrictions on inter-state movement and 
on entry into statutorily rationed areas had 
not been removed. Even now it is not 
clear whether the Food Corporation of 
India and other agencies will not be oblig¬ 
ed to effect net procurement purchases as 
farmers may turn to them after traders 
get less busy with a levelling down of 
prices in the whole country. The develop¬ 
ments in the next few months should be 
highly impressive and consumers may get 
their requirements fully at reasonable 
prices. There may also be need for acquir¬ 
ing two to three million tonnes of stocks 
by official agencies. The increase in food 
credit may not thus be more than Rs 350 
crores. 

food credit 

The developments in the last season 
however were different as food credit 
increased by Rs 612.28 crores between 
April 30 and July 31, 1976. Even during 
the fortnight ended April 30, 1977, food 
credit rose by Rs 39.96 crores. As deposits 
increased by Rs 1033.08 crores in May- 
July last year and non-food credit rose by 
only Rs 75.47 crores the situation could be 
easily met. In August-October, however, 
there was an unexpected rise in non-food 
credit by Rs 557.26 crores though food 
credit dropped by Rs 127.37 crores, against 
an increase in deposit of Rs 834.61 crores. 

The developments in the next six months 
are likely to be of an entirely different 
character as it is probable that deposits 
will grow by more than Rs 2,000 crores and 
procurement credit may not record a riSe 
of more than Rs 300 crores, the needs of 
other classes of the borrowers can be met. 
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even while reducing borrowing from the aq0 the Reserve Bank may be obliged to 
Reserve Bank. The central and state keep the cash reserve ratio unchanged in 
governments and public bodies can also order to prevent banks from indulging in a 
make a spectacular success of their borrow- lending spree. It is in this context that the 
ing programmes. The forthcoming slack announcement relating to new credit policy 
season may, therefore, witness a noticeable for 1977-78 by the Reserve Bank has 
casing of pressure on the banking system special significance. 


Engineering industry: 

still in recession? 


Mr F.A.A. Jasdanwalla, president of the 
Association of Indian Engineering Indus¬ 
try (AIE1), said at the third annual meet¬ 
ing of the association’s western region 
on April 4 that the engineering in¬ 
dustry continued to suffer from lack of 
domestic demand. He observed that the 
flow of orders from government depart¬ 
ments had been slow, and payments even 
slower, due to resources limitations. The 
production in the engineering industry in 
1976 showed an overall improvement as 
compared to the previous yar. But the 
production of several items such as lifts, 
jeeps, electric motors, transformers, railway 
wagons, and diesel engines sharply 
declined. Mr Jasdanwalla added that 
capacity utilisation in 1976 did not show 
much improvement since the production 
base in 1975 was extremely low due to 
the recession in the Indian economy. He 
pointed out that Directorate General of 
Supply and Disposals, defence, railways* 
electricty boards and other major depar- 
ments had not been placing sufficient 
orders with the engineering industry. 

4 There is only a marginal improvment in 
recent weeks”, he said, “as yet too slight 
to bring about a rapid upswing in pro¬ 
duction or turnover”. 

The problem relating to the lack of 
adequate orders has been persisting for 
the last several years. It was expected 
that, with the step up in the annual 
Plan outlay, the engineering industry 
would be able to look forward to a regular 
flow of orders from various government 
departments. The Plan outlay was in¬ 
creased from Rs 4844 crores in 1974-75 
to Rs 5975 crores in 1975-76 and Rs 7852 
crores in 1976-77. The outlay proposed 
for 1977-78 is Rs 10,000 crores. The 


bulk of these outlay has been earmark¬ 
ed for the development of agriculture, 
power, industry, minerals, transport, and 
communications. But Mr Jasdanwalla’s 
remarks seem to indicate that the money 
allotted for these schemes has not been 
effectively spent. As the engineering 
industry plays a vital role in the country’s 
economy from the point of view of emp¬ 
loyment generation, export promotion, 
and import substitution, the government 
of India should see to it that its purchase 
policy is implemented in such a way as to 
enable the industry to make full use of 
its capacity. 

The state governments also should use 
their Plan funds to give a strong 
fillip to the growth of the engineer¬ 
ing industry. In the eastern region the 
industry depends on government orders 
to a greater extent than in the other 
regions. The state governments in the 
eastern region therefore should examine 
why, despite the substantial increase in the 
Plan outlay in recent years, the engineer¬ 
ing industry continues to complain of 
large unutilised capacity due to inade¬ 
quate demand. 

The Janata government has declared its 
intention to restructure the fifth five 
year Plan in the light of the policies laid 
down in the election manifesto. It remains 
to be seen how soon the government will 
be able to complete this excercise in view 
of its preoccupation with more urgent 
problems an .l the uncertainty arising from 
the election to the state assemblies. But 
in whichever way the fifth Plan is restruc¬ 
tured, it is bound to give importance to 
vital fields such as agriculture and allied 
activities, power, industry, transport and 
communications. Under the revised fifth 


Plan, agriculture and related programmes 
have been allotted Rs 2513.40 crores 
during 1977-79, irrigation and flood con¬ 
trol Rs 1788.68 crores, power Rs 3780.85 
crores, industry and mining Rs 4995.25 
crores, and transport and communication 
Rs 3328.76 crores. The AIEI should 
examine from what angles the Plan needs 
to be revised so that, while it will reflect 
the policies and priorities of the govern¬ 
ment, it will also help to give an impetus 
to the vigorous growth of the engineering 
industry. The AIEI represents the engi¬ 
neering industry both in the private and 
the public sectors and therefore its views 
on the revision of the Plan will be given 
careful consideration by the government. 
Meanwhile, the government should see 
to it that its emphasis on austerity and 
economy does not result in indiscriminate 
cuts in expenditure. 

export targets 

Though the domestic demand for engi¬ 
neering goods has been slow to pick up, 
it is encouraging to find that the foreign 
demand continues to be buoyant. The 
AIEI seems to be confident of meeting 
the export target envisaged in the fifth 
Plan. According to the Plan, the engineer¬ 
ing export in the five-year period would 
be of the order of Rs 2328 crores. In the 
first two years of the Plan, these exports 
totalled Rs 705 crores and the estimate for 
1976-77 is Rs 550 crores. It is expected 
that the industry will be able to export 
goods worth over Rs 500 crores per an¬ 
num in the last two years of the Plan. 
Though the industry is optimistic about 
its ability to meet the export target, the 
government should favourably consider 
its request for certain facilities to improve 
its competitive capacity. The AIEI has 
suggested that more items should be placed 
on the Open General Licence (OGL) and 
that the import duties on raw materials 
and components should be reduced. These 
measures will help the industry to bring 
down its cost of production and step up • 
exports. Mr Jasdanwalla has called for 
“a radical shift” to OGL. There is, of 
course, a case for placing more items on 
the OGL but the government should 
exercise caution in this regard. The fact 
that the foreign exchange situation remains 
comfortable should not encourage the 
demand for indiscriminate liberalisation 
of imports. 
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Jubilee Sesaion of FICCl 

Industry wants growth and 

6. D. Birla 



I MrG.D. Birla called for a concerted 
effort by business and industry, the 
government and the services for a way out 
! of the inflation that threatened to weigh 
f* down the Indian economy in the next four 
$ years. 

| He advocated two principal ways for a 

! & solution to the economic impasse. The 
government must demolish the thick 
forest of rules and regulations and ask the 
services to be positive and not negative. 
Second, there must be investment for 
increased production and the removal of 
scarcity. 

** Declaring open a beautiful auditorium 
I on April 22, 1977, on the occasion of the 
| golden jubilee of the Federation of Indian 
Chambers of Commerce and Industry of 
| which the 82-ycar old Mr Birla is the only 
| founder-president alive, he ventured to 
| draw a candid but fearsome picture of the 
■ state of the economy. He was now speak¬ 
s' ing, Mr Birla said, because there was no 
MISA and, even if he had spoken earlier, 
his own newspaper, The Hindustan Time s, 
also would not have published a word of it. 

sad state 

Mr Birla said it disappointed him to 
note that there had been no progress in 
9 the past seven years. The annual real 
income rose only by a little more than three 
per cent and industrial output was up 
by only four per cent and agricultural pro¬ 
duction by two per cent. The employment 
in the organised sector seven years ago 
was 6.7 millions and, today it was a poor 
6.8 millions. There had been no growth in 
the last seven years as there had been 
no substantial investment. 

Mr Birla said investments made now 
would show results only four years later. 
He, therefore, felt that in the coming four 
years there were no prospects of growth 
or of much rise in production and there 
would be continued inflation. 

Mr Birla said that the Janata party had 
not perhaps realised the magnitude of the 


task ahead in the implementation of its 
election promises made to the people. 
“How are you going to implement the 
promises unless there is growth in the 
economy?”, he asked. 

Giving a picture of the serious deter¬ 
ioration of the economy in recent times, 
Mr Birla referred to the chronic disease of 
power cut of which there was about 
50 per cent in Tamil Nadu, Karnataka 
and Uttar Pradesh. In West Bengal 
“power stoppage, like death, comes with¬ 
out warning”. 

Explaining the relevance of the recent 
parliamentary elections to the nation’s 


Mr G. D. Birla made these observa¬ 
tions while opening the FICCl 
Golden Jubilee Auditorium on 
April 22, 1977. 


economic development, Mr Birla said 
doubts had been set at rest as to whether 
Indians could preserve democracy. One 
important thing to remember was that the 
Janata leaders got barely two months to 
organise themselves and campaign for the 
election. And yet, within this short time, 
there was a tremendous upsurge in the 
country and they drew large crowds. 
About 60 to 70 per cent of the 32 crorc 
voters had voted peacefully. For all this, 
credit should not only go to the leaders, 
but to the people themselves for demons¬ 
trating that India was a mature country. 

He said Americans had once expressed 
doubts to him as to whether Indians 
deserved democracy. He said these doubts 
had now been totally demolished. The 
Indian people rose like one man. They 
took the right decision and changed the 
government within a period of a few days. 
“This was a great thing. We should all 
be proud of it. The world now realises 
that India is a mature country, a demo¬ 
cratic country which is capable of taking 


employment 


mature decisions.” This was a relevant 
matter for the economy as well, and might 
help in creating a proper climate for 
foreign investment in the country. 

Mr Birla counselled fellow industrialists 
not to worry unduly about the labour 
discontent that was currently in evidence. 
One should realise that having remained 
suppressed the workers were now giving 
vent to their pent-up feelings. The discon¬ 
tent was a passing phase and would 
disappear. 

Speaking about some of the plants in 
north India under his own management, 
Mr Birla said the Janata party MLAs and 
MPs had been helpful in handling the 
situation. This, he noted, had not happen¬ 
ed in the south. 

Mr Birla assured the government that 
industry did not want inflation but 
wanted growth and employment. How¬ 
ever, he noted that the L1C and other 
financial institutions were to some extent 
promoting inflation. They were borrowing 
from the market at two to five per cent 
interest and banks were charging 15 to 16 
per cent interest. 

objectionable practice 

There was a time, he recalled, when 
these institutions used to underwrite 
shares of new companies, but now they 
were simply purchasing partnerships. Mr 
Birla said this was most objectionable and 
suggested that the government should ask 
these institutions to divert funds to areas 
where these would not promote inflation. 

To attract foreign investment, however, 
the atmosphere needed to be improved. 
“In the past we were sermonising, some¬ 
times charging them with CIA activities 
and sometimes we talked of the Vedanta 
which they do not understand. They are 
friendly. We should tell them what they 
understand. But do not tell them about 
our hoary past; do not be arrogant.” he 
counselled. 

Mr Birla said it was possible to trans- 
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late into action the Janata pledge. But, 
for this, we would have to act together. 
The government had made laws and rules 
through which it was impossible to pass 
and which seemed to be the sacred duty 
of the officials to protect. “You have to 
clear that jungle to go to the temple of 
prosperity,” he added. 

He said, by way of an example, that 
for four years government rules and 
regulations had held up the proposal for 
a captive power plant that he wanted to 
have for the aluminium plant at Hindalco. 
All this period, the officials in their 
correspondence, keep asking for guaran¬ 
tees that “we would consume all the 
power produced there”. Mr Birla said 
amidst laughter from his audience that 
there was one official jargon which he 
did not understand: “It is being proces¬ 
sed.” 

As far as fellow industrialists were 


concerned, lie wanted them not to oppose 
imports and competition. Mr Birla said 
let there be free competition for the 
basic question was “are wc competent or 
not?” it would not be fair to ask the 
government to prevent competition from 
abroad. Indians must stand on their own 
legs. Even Bihar Alloy, a Birla concern, 
had made a noise about imports. But he 
opposed this. 

Mr Birla was greatly hopeful about 
India’s future. He said this country had 
large resources and there was a well- 
organised private enterprise. India had a 
very good home market and “we have 
everything to make the country strong. 
I have no doubt that it is going to be the 
most powerful country in Asia. So, there¬ 
fore, let us work together and let us stand 
on our own legs.” 

The doyen of industrialists recalled 


earlier that the Federation was born out \ 
of discontent. Before it came into being, 
there used to be an Associated Chamber 1 
of Commerce which the Viceroy used to 
inaugurate. Except for one or two, Indians; 
were debarred from it. “Some of us felt * 
this was odd. Wc thought Indian business-, 
men should have had representation on ] 
the body.” So in 1926, a committee was-5 
appointed to draft a constitution and the j 
Federation was born. “1 am the only.I 
Founder-member still alive. We started the j; 
Federation in a hired building, I thank r, 
you for all your achievements. I hope the 
future of the federation would be stilly 
brighter.” | 

Mr Birla received tremendous applause | 
when he told his audience jokingly about ^ 
his advanced age and said “I might be 1 
called an antique. But people pay a high 
price for antiques.' That h my consola¬ 
tion.” 


Action needed to bring about 

M. V. Arunachalam a proper investment climate 


We are deeply indebted to the prime 
minister, Shri Morarjibhai, for accepting 
our invitation and gracing this historic 
session. The federation has had close 
association with Shri Morarjibhai in his 
different capacities in his long and eventful 
political career. Wc welcome him today 
as the prime minister of our truly demo¬ 
cratic nation which registered its judge¬ 
ment in favour of his party at the last 
general elections. That there has been a 
smooth and peaceful transition of power 
from the Congress party, which had been 
at the helm for nearly 30 years, to the 
Janata party is a measure of the maturity 
of our political system. Sir, wc look to a 
new era of constructive cooperation and 
rapid development. Wc unreservedly place 
the services of the federation at your dis¬ 
posal. 

As I mentioned, this is the golden 
jubilee session of the federation. Five 
decades constitute a Jong enough span in 
the life of even an institution to assess its 
role not in terms of survival value but by 
reference to its usefulness and record of 
service. Wc were constituted way back in 
for 19 
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1927 when the freedom movement was just 
beginning to gather momentum. Indeed, 
the federation’s history before indepen¬ 
dence is one of struggle and emancipation 
from economic domination by an alien 
and imperial power. Our forbears had 
successfully fought battles inclose collabo¬ 
ration with the national leaders of their 
time. Happily, the wisdom and leadership 


This is the text of the address by 
Mr M.V. Arunachalam, President 
FICCI, at the Golden Jubilee Session 
of the Federation held on April 23, 
1977. 


of a few of the founding fathers as well as 
the political stalwarts are still available to 
us. They fearlessly urged upon the autho¬ 
rities of the day to place the interest of the 
Indian nation and people in the forefront 
and follow policies which would stimulate 
development of our economy. In diverse 
areas like international trade and com¬ 
merce. protection to domestic industries, 
currency reform and a host of other 


economic issues, the federation strove to 
promote national economic progress. 
Mahatma Gandhi, addressing the fourth 
annual session of the federation, said 
“with your material and intellectual co¬ 
operation heartily rendered our demand 
for Swaraj would would be absolutely 
irresistible.” And it was. 

With the attainment of freedom the 
perspective altered, boih in substance as 1 
well as dimension. The national effort 
which was prc-dominantly aimed at ending 
foreign domination changed to building 
the country’s economy so as to liberate the 
people from hunger, ignorance and disease. 
This was a task which had to be achieved 
in a matter of decades though it took 
centuries even for the most developed 
countries. To guide economic develop¬ 
ment a Planning Commission was set up 
with a view to making an estimate of the 
material, capital and human resources, 
formulate plans, determine priorities and 
appraise progress from time to time. The 
stagnant Indian economy was expected to 
be infused with a new life. A radical 
transformation was sought in all spheres 
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like agriculture, industry, infrastructure 
and foreign trade. 

The contrast in the pace of economic 
progress in the period 25 years before 
independence and 25 years since is vivid. 
The growth of national income in the 25 
years before independence was only 18 per 
cent; in the 25 years after independence 
the increase was 141 per cent. Per capita 
income which had declined by nine per 
cent in the first period rose by 41 per cent 
in the second. Take again, industrial and 
agricultural development. Agricultural 
production increased by only 0.7 per cent 
but after independence it rose by 113 per 
cent. In industrial production the increases 
in the two periods were 126 per cent and 
375 per cent respectively. Exports which 
rose by 39 per cent in the quarter century 
before 1947 rose by 758 per cent in the 25 
years since. 

overlapping controls 

These achievements are noteworthy, but 
we could have certainly improved on our 
performance if the policies and procedures 
were Iberal enough to permit all produc¬ 
tive sections of the community to function 
without undue let or hindrance. There 
have been far too many overlapping con¬ 
trols with the result that the potential of 
the nation, human and material, has not 
been fully tapped. Year after year, our 
federation—as its records will clearly show 
—brought to the attention of the govern¬ 
ment that economic policies need to be 
more developmental with regard to means, 
timing and mechanism. It was conti¬ 
nuously urged that policies and procedures 
which induced rigidity and artificiality tn 
the economic system inflicted immeasur¬ 
able costs on society and distorted the 
patterns of production so as to force them 
out of alignment with consumer pre¬ 
ferences. In all humility let me say that 
had our recommendations been accepted, 
if decision making had been decentralised, 
development would have been spontaneous 
and as such vigorous, balanced and broad- 
based. In short, the Indian economy 
would have been far stronger than what it 
is today. 

When I paid a courtesy call on you. Sir, 
soon after you assumed your office the 
very first question you put to me was when 
businessmen would shed fear and how 


corruption could be eliminated. I did not 
then elaborate my views and I take this 
opportunity to place before you some of 
my thoughts. I will be less than honest if 
I do not concede that most people, not 
only in business but other walks of life as 
well, can ever achieve the kind of moral 
discipline that you have evolved for your¬ 
self and expect of others. At the same 
lime, I believe that government policies 
have a decisive influence on the conduct of 
the citizens. Corruption is a by-product 
of too many controls which transfer even 
normal business decisions to government. 
What is more, such controls have an in¬ 
herent tendency to perpetuate and multiply. 
What happened in the recent past was a 
logical culmination of the phenomenon of 
excessive governmental power initially over 
business activity and subsequently over all 
facets of our national life. 

I have had the privilege, Sir, of meeting 
some of your colleagues in the cabinet also 
and it encouraged me to find that they are 
acutely appreciative of the trust and the 
faith placed by the electorate in them and 
are anxious to live up to the general expec¬ 
tations. But let me say that these expecta¬ 
tions are high, and you and your govern¬ 
ment have many difficult tasks to perform. 
First and foremost, you must see that the 
government and the governed think toge¬ 
ther, the politics does not overpower 
economics, but encompasses it so that both 
move in harmony. 

note of caution 

It is here I wish to take advantage of 
your kind offer that we should speak out 
our thoughts with courage and without 
hesitation. I must frankly sound a 
note of caution that, however humanely 
alluring populist theories might be, 
a total view must be taken which means 
consideration of whether they have 
succeeded anywhere and as to whether 
harder options would not yield the desired 
results quicker and at lesser cost. It is 
imperative to have a balance between ends 
and means, to bring about an equilibrium 
between what is due to Ceaser and what 
needs to be done by the people themselves 
to satisfy material needs. 

May I submit that businessmen in our 
country represent a reservior of entrepre¬ 
neurial experience and talent, which is even 


internationally recognised. Our patriotism 
is no less than others. We look forward 
to your government to trust businessmen 
and to give due recognition and encourage¬ 
ment to business activity. At the same 
time, I call upon my colleagues in the 
business world to increasingly conduct their 
affairs in a manner deserving of such trust 
and encouragement. 

eradicating destitution 

Yet their are urgent problems that have 
so far defied solutions. A large section of 
our population, even after the 25 years of 
planned development, continues to live in 
abject poverty. I am happy that your 
party manifesto, Mr Prime Minister, has 
focussed on this problem which also forms 
the theme of our golden jubilee session. In 
the theme paper entitled ‘Towards a Pros¬ 
perous Society* we have outlined a strategy 
which, we feel, can, in the next ten years, 
provide adequate employment and a mini¬ 
mum standard of living to the millions 
who are living in destitution. 

While development is an integral process 
it can be imparted the type of bias which 
is necessary to resolve simultaneously the 
problem of unemployment, as also produc¬ 
tion of the type of goods which the newly 
employed would consume. It is from this 
view that we have placed considerable 
emphasis in this paper on the development 
of agriculture, particularly through provi¬ 
sion of irrigation facilities. In the next 10 
years, even with a four per cent growth 
rate—though we should be able to achieve 
at least six per cent—it should be possible 
to remove abject poverty by creating more 
jobs first, in construction and on farms. 
This development will create a snowball 
effect and be required to be supported by 
development of industry and infrastructure. 
Thus, the economy while predominantly 
producing mass consumption goods 
through generation of additional employ¬ 
ment would also call for production of 
other complementary goods and services. 

We are aware that this type of develop¬ 
ment will call for intense and close co¬ 
operation between different development 
agencies, We, in business, are very keenly 
aware of our own responsibilities and our 
stake in balanced national progress. It is 
precisely for this reason that we propose to 
discuss the larger issues which ultimately 
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should form the core of our own business 
philosophy* 

It is in this larger perspective that 1 
would like to look at the present state of 
the economy. There was an unprecedented 
increase in agricultural production in 1975- 
76. A part of this may be due to the good 
monsoons; but there is no denying that, 
over the years, the new agricultural tech¬ 
niques that have been adopted have started 
to yield results. It is necessary to main¬ 
tain the tempo, and I cannot think of a 
better method than ensuring the farmer a 
reasonable return on his investment. In this 
connection, I welcome the recent wheat 
policy which removes restrictions on inter¬ 
state movement of wheat. This is a pointer 
to the other constructive measures that 
government could adopt with advantage to 
stimulate production all round—in agricul¬ 
ture and industry—and bring about a 
better distribution by eliminating hurdles 
in the way. 

recessionary trends 

On the industrial front, recessionary 
conditions still afflict a segment including 
our premier textile industry and others like 
jute and mini-steel. Some industries, 
particularly engineering, are doing better, 
thanks to free availability of steel and the 
export thrust. On the whole, industrial 
production may be higher in 1976 by about 
10 per cent or so. In spite of this, almost 
the whole range of industrial enterprises 
have been subject to a profit squeeze. Costs 
of inputs like coal, electricity, industrial 
raw materials, etc, railway freights and 
interest rates have increased sharply result¬ 
ing in a pressure on margins as there has 
been no corresponding increase in the 
prices of final output. Many of these 
inputs are supplied by public sector enter¬ 
prises. 

Industry in the private sector does not 
have adequate finances to undertake fresh 
investment. It is not able to float share 
issues successfully and is compelled to take 
assistance from term lending institutions. 
The higher rate of interest in relation to 
the low rate of dividend has impoverished 
the flow of funds to the industrial sector. 
The perverse effects have further augment¬ 
ed because the prices of machinery have 
increased several fold. All these have 
reduced the rate of return, on the one 


hand, and forced enterprises to procure 
larger, though inaccessible, capital, on the 
other. This, I feel, is the main reason 
why investment has been sluggish and new 
company formation has been almost 
absent. I need hardly say that today’s 
investment determines tomorrow’s produc¬ 
tion, and today’s profits tomorrow’s jobs. 
Unless there is a reasonable return to 
stimulate investment we may very soon 
come up against shortages and a rigorous 
slow down in the rate of development. 
Before I proceed to make specific submis¬ 
sions on this matter, I would like to deal 
with a few other related issues. 

We, in business, were happy that infla¬ 
tion had been contained for some time. 
But we are equally concerned over the 12 
per cent rise in prices which has taken 
place since April last year. This price rise 
has been occasioned mainly by only two 
commodities, viz, cotton and oilseeds. 
Much of the price rise could have been 
avoided if government had in the first 
instance not exported cotton and oilseeds 
and subsequently had undertaken compen¬ 
satory imports at the right time and in the 
right quantities. 

There is, however, an implicit belief in 
the minds of the monetary authorities that 
the rise in prices has been related to the 
increase in money supply. While I do not 
deny that over a period of time excess 
money is inflationary, I would suggest that 
the relationship is not direct or propor¬ 
tional. In the 18 months since October 
1974 prices dropped by 14 per cent when 
money supply increased by 16 per cent. If 
the relationship between money supply and 
price rise had been as direct as it is assum¬ 
ed, we should have expected rampant infla¬ 
tion. This was not the case. 

realistic outlook 

Wc cannot go by conventional economic 
thinking. Changing situations call for new 
approaches and a realistic outlook which 
take things as they are rather than what 
they were. The increase in money supply 
was almost entirely due <0 the accumula¬ 
tion of larger buffer stock financed by 
government from bank borrowings and 
the significant rise in foreign exchange 
reserves. The expansion of credit to 
industry and trade, particularly in the 
private corporate sector, has been small. 


As a result, severe stringency of funds has 
arisen and the difficulties have been accen¬ 
tuated by the high rates of interest. Both 
government and business must jointly 
evolve monetary engineering skills to so 
utilise money as to irrigate the economy 
without starving or flooding it. 

Partly due to the shortfall in domestic 
demand we have been able to undertake 
larger exports. Last year exports were up 
by nearly 13 per cent and imports down 
by eight per cent. We are now able to 
balance the trade position in spite of the 
huge outgo on oil account. This situation 
may not continue once domestic demand 
picks up or industrial production reaches 
full capacity output. While wc have, 
during the last two decades, built up a 
fairly broad and diversified industrial base 
which can be described as the first phase 
of our industrial revolution, we have to 
embark upon a second phase which will 
necessarily call for a bold increase in 
investment in all spheres of activity. 

investment climate 

I would submit, for your consideration, 
Sir, that early action is taken to bring 
about a proper investment climate to 
enable expansion of existing undertakings 
and the establishment of new ones and 
thereby provide greater employment. To¬ 
wards this end, I have the following 
suggestions to offer. These are at best 
illustrative of the measures to be under¬ 
taken. May I also add that our federation 
will only be too glad to discuss any of 
these or other matters with your govern¬ 
ment. 

—Firstly, adequate credit must be made 
available to both industry and trade taking 
into account the input cost, as also the 
level of production. As I said earlier, we 
should not allow the old quantity theory 
of money to influence monetary policy. If 
adequate credit is to be extended, then 
supplementary action requires to be taken 
by way of: (a) readjusting cash reserves to 
be maintained by scheduled commercial 
banks and lowering the minimum liquidity 
ratio; (b) effecting sales of foodgrains from 
buffer stocks also in which considerable 
funds have been locked up. 

—Secondly, the rate of interest on bank 
credit should be brought down by at least 
three percentage points from the current 
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ceiling of 16.5 pet cent. The present rate 
is imposing a high burden on cost of pro¬ 
duction and distribution. 

—Thirdly, the excise duties on mass 
consumption goods, which are excessive, 
should be reduced. This will stimulate 
both demand and production, directly as 
well as indirectly. Consequently the 
exchequer also will not be a loser, but, if 
anything, a gainer. 

—Fourthly, industry must be helped to 
replace capital assets and to embark on 
modernisation. It will only be possible by 
(a) extending investment allowance to all 
industries, (b) giving higher rate of such 
allowance to selected priority industries, 
and (c) asking financial institutions to 
extend loans on liberal terms. 

—Fifthly, the capital cost requires to be 
brought down through a rationalisation of 
import duties, excise, sales lax and other 
levies. One of the reasons for our economy 
becoming a high-cost one can be traced to 
these imposts which arc on the high side. 

-Sixthly, for industry to go ahead with 
investment programmes and attract subs¬ 
cription to share issues there is need for 
(a) reducing the rate of corporate tax, (b) 
abolishing the surtax which is a tax on 
efficiency, (c) exempting inter-corporate 
dividends from tax in all cases, (d) exempt¬ 
ing capital gains tax on reinvestment, and 
fe) exempting income from tax if it is 
invested in shares, subject to a ceiling. 

—Lastly, the FERA requirement that 
foreign companies operating in India 
should reduce their holdings and the 
income-tax provision necessitating disin¬ 
vestment by charitable trusts of their 
investment in equities by March 31, 1978, 
only mean that existing shares change 
hands and there is no principle of addi¬ 
tionality in investment. Inasmuch as new 
investment is essential and even imperative 
a second look must be given to these pro¬ 
visions; if necessary, the restrictions may 
be made applicable to new foreign invest¬ 
ments and fresh investments to be made by 
charities. 

Sir, 1 trust that my suggestions will not 
be viewed as seeking concessions to 
sectional interests. 1 believe that tax 
adjustment measures of the kind 1 have 
indicated will give the requisite fillip to 
economic activity. Such a fillip will be in 
the larger national interest. Once the 

EASTERN ECONOMIST 





Yowhonds have spoken love. 

fmy have smoothed wrinkled brows . J 
Wiped tears* 

* Awakened to ecstas%a beloved. 

canemess too 

^,0^^dssionoYproikictivity. 

I s otft ? r i°y e 

£S; : Jfi| : £ •' ■ ■ 

lOedore respects ypur hands. ] 



781 


APRIL 29, 1977 




investment activity is stimulated, the 
eeonomy will get into its high and natural 
swing. It is from this base that we can 
proceed further to resolve the outstanding 
economic problems. Also, it will provide 
a platform from which the economy can 
take off in the right direction which is con¬ 
sistent with national priorities and objec¬ 
tives. 

We, in business, must be always con¬ 
scious of our commitment and capacity to 
secure the national objectives and priori¬ 
ties. What our federation has done in the 
last fifty years, I venture to suggest, is as 
much a contribution to business develop¬ 
ment as to economic history. This has 
been vividly brought out in the FICCI 
documentary film entitled “India’s Industry 
Comes of Age” as also in our illustrated 


brochure “Five Decades of Progress” and 
.he book “Enterprise and Economic 
Change” by Shri H. Venkatasubbiah who 
has been in research and journalism since 
early forties. The regional conferences 
that we held in Bombay, Calcutta and 
Bangalore evoked great enthusiasm among 
the business community and keen interest 
in public. We have had also the honour 
of receiving many foreign business delega¬ 
tions during the year. The International 
Chamber of Commerce deemed it appro¬ 
priate to hold a seminar in New Delhi in 
December 1976 to discuss international 
economic relationships in the future. It is a 
matter of pride that chambers of commerce 
in different countries have responded to our 
invitation and have deputed representatives 
to be present at to-day’s function. 


The committee of the federation are 
working out the content of a socio-econo¬ 
mic programme to mark the golden jubilee 
year. The idea is to set up a FICCI centre 
which will stimulate the management of 
enterprises to engage themselves in rural 
development so that local skills maybe 
upgraded or better utilisation of local 
resources achieved. The centre will also 
inter alia give support to scientific research 
work in industry. 

It is my earnest prayer that the next fifty 
years of federation’s career will be crowned 
with greater successes which in effect 
would mean a stronger economy and a 
decent standard of living to all citizens 
through remunerative employment, greater 
production and higher consumption. 


Only solution to shortages is more production 

B. M. Birla 


I consider it a great privilege to have the 
opportunity to welcome you all to this 
important session of the Federation. This 
privilege was conferred upon me by the 
Federation when they decided that I 
should chair the Golden Jubilee Celebra¬ 
tions Committee. I am thankful to them 
and also wish to say how much I have 
valued this assignment which is coming to 
a close, happily in the presence of our 
prime minister, Shri Morarji Desai. 

You, Sir, know all of us in the business 
community well and on our part, we al¬ 
ways admired your unflinching adherence 
to high principles. In your long and sel¬ 
fless public career, you have stood out as 
one who would never compromise and fall 
in line with the far too common attitude 
of “getting along”. 

The founders of our Federation were 
wise and practical men, who wanted both 
big and small things to be done well and 
done for the betterment of the nation and 
the people. This is why we had chosen the 
theme, “Towards a Prosperous Society”. In 
your admirable broadcast to the nation on 
the 4th of this month you expressed the 
desire that through productive effort, the 
country should be made prosperous and eco¬ 
nomically strong. This precisely has been 


our objective all along. I have no doubt 
that only with more employment, more in¬ 
vestment and consumption, destitution 
can be removed. I venture to suggest that 
this day, which is a historic one in the life 
of the Indian business community, busi¬ 
nessmen should take a pledge that they 
will do everything possible to maximise 
employment, expand production and esta¬ 
blish new ventures. 

In my view, all the existing industries 
should rapidly increase their production 


This is the text of the speech deli¬ 
vered by Mr B. M. Birla, Chairman, 
FICCI Golden Jubilee Celebrations 
Committee, at the Golden Jubilee 
Session of the FICCI held on April 
23,1977. 


manifold. If production is not allowed 
to increase freely, it is going to create 
shortages and cause inflation. Therefore, 
nothing should be done to obstruct in¬ 
crease in production if wp want this coun¬ 
try to progress. No control can create 
more goods and the only solutsion to 
shojtages is more productionr Sir, we 
look to you and your government to give 
the businessmen the maximum opportunity 


to serve as effective agents of economic 
growth. 

I make bold to say that businessmen in 
India can play a significant role in remov¬ 
ing poverty by producing more goods and 
services. During the British regime and 
post-independence period, we in business 
were denied the opportunity to put forth 
our best. Nevertheless, we have tried hard 
and are proud to say that within the many 
constraints that wc had to funtion, we 
never lagged behind in building up the 
economy. 

Over the part 50 years wc have made 
considerable progress and produced many 
types of goods of high technology. The 
economic landscape has changed, but not 
in a way commensurate with our resources 
or requirements. We still have many 
millions of people who are underemployed 
or unemployed. In recent years the situa¬ 
tion has only worsened. Many restrictions 
have been imposed on productive effort 
more often than not, our attempts to 
bring about greater employment and lar¬ 
ger production of goods by factories have 
been discouraged rather than rewarded 
and we were penalised if we expanded our 
plants or utilised full capacity. In the 
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process, we have slowed down the pro¬ 
gress of the country and its modernisation. 

India is by no means a small country. 

' 16 per cent of the world’s population live 
here and our population represents 25 per 
of the free world and 50 per cent of the 
democratic nations. You yourself have so 
rightly observed that we can play our 
part in international relationships effect- 
tively only if we are economically strong. 
It is only then that we will be able to pre¬ 
serve and sustain this democracy of ours 
and help other countries who are under¬ 
developed to become prosperous. This 
will strengthen the democratic world and 
ensure peace in the world. Many know¬ 
ledgeable foreign observers are surprised 
that we have been dragging our feet ins¬ 
tead of pushing forward vigorously on 
| the economic front. 

i But, unfortunatly, we are extremely 
J poor. Our per capita income is very low 
f even in comparison with other developing 
5 countries. In hundreds of thousands of 
! our villages, it is difficult to find pucca 
houses or roads. Such houses, as there are, 
are overcrowded. Sanitation and other 
facilities are almost non-existent. A recent 
sample survey shows that a large number 
of households has neither a cot to sleep in 
nor a light to remove the darkness: nor 
even metal untensils to cook or shoes to 
wear. A large number of them do not 
have even sufficient clothing. Medical 
and health facilities also lag far behind 
those of the developed as well as many 
developing countries. Conditions are only 
slightly better in the towns. In a city 
like Calcutta, which had 60,000 kutcha 
► and pucca dwellings 100 years ago with a 
population of three lacs, the number of 
dwellings today is less thon one lac while 
the population has swelled to over three 
million. Conditions of many of these dewel- 
lings is bad and a large number of them 
have been condemned for demolition. 
Nearly 30 per cent of these are kutcha 
huts. Similar condition prevails in many 
other cities. 

abject poverty 

How is it that there is still such abject 
poverty in our midst despite our getting 
independence over three decades ago? 
Our greatest curse is that we have very 
low wages and a large population. This 


abundance of cheap labour has led to 
inefficient methods of production. And 
this labour which should have been a very 
valuable work-force, has not been given 
proper tools to produce efficiently. In 
spite of our wages being less than five 
per cent of those in the developed coun¬ 
tries, our cost of production of almost 
everything is higher than the developed 
countries and yet wc expect to sell this to 
our population whose per capita income 
is only two to three per cent of the deve¬ 
loped world. If wc raise the wages im¬ 
mediately, it means inflation. There will 
be no demand for the high cost goods 
either. If we lower the price of goods, 
most of the producers will find it impos¬ 
sible to produce. Even in the case of 
agriculture produce, which sells at a 
higher price than that in western countries, 
our producer earns hardly Rs 1500 a year 
whereas his counterpart in the western 
countries earns more than Rs 1J lacs per 
year. 


rising taxation 

Under the philosophy of socialistic pat¬ 
tern of society, taxes have been mounting 
up. It has been calculated that over the 
one and a half decades, per capita cons¬ 
umption rose by only 16 per cent whereas 
per capita taxation shot up by as much as 
450p er cent. Taxes levied since 1946-47 
have left little in the hands of the people, 
for investment or for consumption. Had 
such taxes not been levied and more sav¬ 
ings left in the hands of the people, the 
investment from year to year would have 
been very much higher and the per capita 
income would have been about 8 to 10 
times of what it is today. Government 
revenues would have also multiplied 
sevcralfold. But under present conditions 
what wc produce is not consumed because 
of low purchaging power. We are produc¬ 
ing many things, but only in small quan¬ 
tities, Unless wc aim for more consump¬ 
tion and larger production of every item, 
we cannot create more employment nor 
generate more wealth, nor can we raise the 
standard of living. The quantum of pro¬ 
duction must be related to the size of our 
population. Steel is the key article in the 
modern and advanced technology of world 
today. Our per capita steel consumption 
today is only 10 kgs wherers in the deve¬ 


loped countries, it is more than half a 
tonne. While in the world, total steel pro¬ 
duction capaicy is estimated at 750 million 
tonnes, our share is only one pere cent. 
At the turn of the century steel production 
is expected to go up to 1750 million tonnes 
in the world. Some international bodies 
have suggested that unless the developing 
and under-developed countries raise their 
steel production very substantially, they 
will remain poor even at the turn of the 
century. They have suggested that the 
underdeveloped counrties should at least 
aim at 500 million tonnes of steel porduc- 
tion at the turn of the century. Unless 
wc aim to reach our share of world mar¬ 
ket, i.e. 16 per cent of the world steel pro¬ 
duction and other goods at the end of the 
century, we will still remain poor. 

Japanese example 

Once our economy grows and we are 
able to produce on a large scale, we will 
earn all that wc need for imports. No 
country can be self-sufficient in every¬ 
thing. The process of exchange of labour 
between different sections of people and 
countries has to continue. But at present 
wc exchange our cheap labour to buy 
something from costly labour abroad. 
We used to complain in the colonial days 
that we are suppliers of raw materials and 
importers of manufactured goods. Even 
now the pattern remains much the same. 
Therefore, let us change the process where¬ 
by we export goods made by higher techno¬ 
logy and higher cost of labour at competi¬ 
tive prices. Look at Japan. They expor¬ 
ted everything with low cost labour. But 
it was all in terms of manufactured goods. 
Now they are changing their pattern and 
are exporting very sophisticated goods 
with much higher technology. They find 
that their cost is going up, but the exports 
of sophisticated goods earn them much 
more. We also need a larger production 
base without which we cannot export in 
substantial quantities. We have to pro¬ 
duce all the goods that the world wants 
and will be willing to buy from us and 
this will be possible only when we adopt 
higher technology and be competitive. 

Sir, wc greatly share your concern for 
the country’s vast underemployed agricul¬ 
tural population and the need for econo¬ 
mic build up and prosperity in the rural 


EASTERN ECONOMIST 


783 


April 29, 1977 



areas. But feel that we cannot improve 
the condition of our farmer and increase 
his purchasing power unless we draw 
underemployed and uneconomical^ used 
human power from farm into factory and 
provide millions of jobs in villages and 
raise their incomes. It cannot be over¬ 
looked that in a country like the United 
States only six per cent of the population 
is producing not only all the food that the 
country needs* but they are also supplying 
food to many other countries. In India 
our potential to produce is immense, but 
the agricultural incomes are low because of 
the vast underemployment and poor tools. 
The Indian farmer is a sturdy worker and 
and has taken well to innovate methods, 
and use of seeds, fertilisers and pesticides. 
If the vast water resources of the country 
are properly utilised, he can meet all the 
expectation and demands of a growing 
population. Our soil is extremely rich. 
Scientists say that even a state like UP 
alone can feed not only the whole of India 
but also the entire South Eastern Asia if 
cultivated on a scientific basis. 

gigantic task 

But this alone is not sufficient. I visu¬ 
al ist: that we have to provide 200 to 250 
million jobs m factories before the end of 
this century. Of these, 100 million should 
be in over a lac of factories which may be 
considered medium and large and another 
100 to 150 million in 3 to 4 million facto¬ 
ries which will be either ancillary to 
large industries or service industries. We 
have to create jobs for another 200 to 250 
million people in tertiary occupations. 
This will ultimately raise the living stan¬ 
dards of the people as our goal for fuller 
employment is achieved. I am confident 
that business community can do it and we 
can reach your target of creating full 
employment in even less than 10 years. 

1 am afraid that the present form of 
planning which is imposed from above is 
incompatible with growth. It is high time 
that govenment and the people including 
businessmen work hand in hand as in 
other western countries and Japan. 
Everybody must be associated with plan¬ 
ning for the progress of the country ins¬ 
tead of a few bureaucrates planning for 


the country of 60 crores and a world mar¬ 
ket. It is only then we can achieve your 
objective of full employment. 

We, Sir, pledge that we will fulfil your 
hopes as without this the future of the 
country will remain dark. I would appeal 
to all our friends who have assembled 
here and in other places to ensure that 
employment is created all round to bring 
more prosperily to the country. God 
willing, we will achieve your great vision 
and in this task we seek the help, 
blessings and cooperation of all people. 

concerted effort 

For long we have been depending upon 
the benevolence or charity or loans from 
the developed world. 1 feel that this 
kind of help is not going to benefit us. 
There is no need why we should seek 
concessionary aid. After all, we have all 
the necessary material resources. What 
we possibly need is imports of machines 
and equipment to give life to our dormant 
resources. We have been living in a shel¬ 
tered economy since 1939. We had neither 
the possibility of competition with imports 
in our market nor were we able to buy 
freely modern machines, nor were we 
allowed to import adequate technological 
known-how. The result is that over the 
years we have become a soft country 
depending on perpetual help from deve¬ 
loped countries and have adopted ineffici¬ 
ent methods of production And if we 
do not get the desired amount of aid, we 
abuse our donors. Instead of borrowing, 
we should allow those who have got the 
resources to invest in our country, so that 
we can acquire modern technology and 
more resources. If we have to borrow at 
all, it shoud be on a commercial basis in 
the international market. The main thing 
is that we should raise our living standard 
by our own efforts. When the oil prices 
rose, the western nations did not beg of 
oil producing countries for money, but 
they solved their problem by supplying 
those countries’ needs. Why should we 
have to follow a different path ? 

It is time that we should think in terms 
of trade rather than aid. You, Sir, 
mentioned only the other day that the 
greatest effort has to be made by the 
developing countries for their own deve¬ 


lopment. That is the basic truth. A 
country like ours, which has more resour¬ 
ces than most of the developed countries 
has nothing to worry. We have all the 
resources in men and materials. What we 
lack is the effort and freedom to produce. 
Today the world has got a market of five 
trillion dollars. This market is going to 
expand to approximately 12 to 14 trillion 
dollars by the end of the century. The 
present population of the world is appro¬ 
ximately 400 crores. By the end of the 
century this will reach 600 crores. This is 
a vast market to which we can supply 
goods. The world trade is almost $ 1000 
billion. Our share of it is only 0.5 to 0.6 
per cent. The potentiality of this market 
is so great that it could provide all the 
employment we need. Besides, our own 
consumption is bound to go up in course 
of time when we produce more. This will 
set a chain reaction and if freedom is given 
to produce and consume, I have no doubt 
that this country, by the end of the cen¬ 
tury, can produce 16 per cent of the world 
production and consume it. If we produce 
16 per cent of the world production, the 
total world GNP would possibly go up to 
15 to 16 trillion dollars. 

overseas investment 

In this task the entire business commu¬ 
nity in this country and overseas will help 
us. Our business counterparts in different 
parts of the world will help us in setting 
up facilities and also help us in exporting 
more. To the extent we export goods, will 
create more emplyment and greater pros¬ 
perity. Our low wages will gradually rise 
to the world level and this will be reflected 
in the prosperity of the entire country. 

Some people are afraid to taking help 
from outside business. But small coun¬ 
tries with very small population running 
into less than half a million people have 
dealt with large foreign investors in their 
country without any difficulty. Therefore, 
there is no need for suspicion. It would 
be based on mutual respect and mutual 
benefit. 

At no time in history of the world there 
was such a large pool of investiblc resorces 
as it is today after the price rise in oil. 
Over the last three years this pool has 
accumulated @ 40 to 50 billion dollars 
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per year. It is because of this large pool 
that we should have no problem in finding 
investors on a commercial scale. Some of 
the oil producing countries have been 
investing heavily in the developed coun¬ 
tries in real estates and industries. Some 
others have been borrowing from them 
and investing or lending to different coun¬ 
tries in the world. It is said that during 
last three years almost $40 billion were 
attracted by the communist countries and 
they are trying for more. We can and 
should increasingly tap such resources. 
As some of our people have gone to oil 
producing countries, their people also 
have started visiting India and spending 
heavily and our foreign balances have 
been rising. Yet it ts surprising that diffi¬ 
culties are created by us for the movement 
of our nationals to these areas. Such 
restrictions or too much bureaucratic con¬ 
trol should not be allowed to restrict our 
scope for expansion. 

two-way traffic 

If our own government helps Indian 
businessmen to go abroad to set up busi¬ 
ness in developing and developed count- 
tries, we, in turn, should allow other 
countries to invest in India. This has to 
be a two-way traffic. After all, most of 
the scarce items or equipment which we 
buy today are supplied by foreign manu¬ 
factures. It is better for us if they manu- 
ture the goods here under our control, 
save so much foreign exchange and pro¬ 
vide employment to our people. If we 
do not allow them to establish here we 
will not be able to export modern techno¬ 
logy to our friends and to that extent we 
will be of no help to those countries. If 
foreigners invest here, they will only be 
takingtaway a part of the profits but the 
plant and equipment would be still there. 
The foreign investor will only be a cata¬ 
lyst but most of the development 
work will have to be done by our own 
people through the manufacture of 
machines and equipment with or without 
their help as has been done in all the 
other developed countries. 

In this connection, our own experience 
is quite significant. Most of the foreign 
firms established in the pre-independence 
jperiod have left India because they could 


not compete with our businessmen. If the 
new investment, which may come, is 
found to be more efficient with high tech¬ 
nology, then we will be able to learn 
from them and become efficient ourselves. 
If they are found to be less efficient, they 
will sell their machines and go away. 
Therefore, I feel such cooperation would 
be in our national interest. It is time, 
therefore, that we open our doors and let 
fresh wind blow in the country, so that 
we can become efficient, supply goods to 
our people at lower than the world mar¬ 
ket prices, raise the level of income of 
the entire country and in the process, 
make the country strong. How long are 
we going to permit the poor consumers 
to be penalised by our inefficiency? 

We are still dependent for our sophisti¬ 
cated defence hardware on foreign coun¬ 
tries. We import this equipment from 
many socialist countries and others. 1 
feel that it is time that government agen¬ 
cies should start placing orders for such 
equipment with Indian suppliers, who, in 
turn, will either assemble or make them 
in India. 1 see no reason why, if the 
equipment can be made a broad, it cannot 
be made here. Given the opportunities, 
India can make all the equipment that we 
need within 10 years. We may require 
outside assistance here and there, but we 
can do it. When the industrialised coun¬ 
tries wish to buy sophisticated equipment, 
they try to do it themselves and do not 
make the country dependent on others. 

role of businessmen 

Finally, I wish to address a few words 
to my friends in business. It is not merely 
because I am also in business, but ojec. 
tively speaking, businessmen in India have 
done a very good job on the whole. This 
is not surprising, inasmuch as we will go 
insolvent if we do not expand business all 
the time. Business is like riding a bicycle: 
if you unduly slow down or try to stand 
still, you will fall. It is not always realised 
that our businessmen represent almost 10 
per cent of the total population of the 
country. We function not only in cities 
and towns, but also in hamlets. 

So far, so good. But, I have often 
found a tendency among businessmen to 


feel pessimistic as to the future or feel 
aggrieved that their role is not fully re¬ 
cognised and appreciated by the authori¬ 
ties and public. No businessman is a true 
businessman if he is a pressimist. If we are 
criticised, we have to blame ourselves. 
Either our conduct has not been good, or 
we have not made the effort to set right 
the uniformed criticism. 1 would there¬ 
fore, strongly urge upon businessmen and 
their organisations to be alert and to 
ensure that nothing is done by businessmen 
which will evoke criticism. Our prime 
duty is to see that there are no scarcities 
and if, for any reason, the supply is not 
equal to the demand, it is up to business 
to so conduct itself that the imbalance is 
removed and in the short term, the move¬ 
ment of goods and commodities is kept 
up. 

timely warning 

Because of the sheltered market of the 
last few years, we have forgotten that 
scarcities do not lead to more profit. The 
consumer, if exploited, will react strongly 
against his exploitation. It is only abun¬ 
dance of goods at cheap prices that can 
create a large market. Wc also will bene¬ 
fit thereby, as we will have the possibility 
of lower margin on a higher turnover 
which will increase our total profit. The 
prospects in this country are that by the 
end of this century, our production can 
rise manifold. One should fully under¬ 
stand that if there is no prosperity in this 
country, it can lead to chaos. The recent 
election should be a warning. People are 
not going to take things lying down. They 
want a higher standard of living. They 
have been deprived of this by the so called 
progressive politicians, bureaucrats and 
businessmen combined. When even wes¬ 
tern countries can prosper without any 
raw materials or big market, there is no 
reason why we cannot do so. But we 
have to be as modern as anybody else in 
producing goods. Our targets should be 
high, so that by the turn of the century, 
we become a country with the largest 
production of goods and services in the 
world. We can become the biggest mar¬ 
ket in the free world, as there is no other 
country of our size with such resources. 

There js yet another thought which I 
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want to share with my colleagues in busi- eve**y day of what we can do about the 
ness. It is that after the age of 60, every- problems facing the people. We have got 
one of us must think of problems and the expertise to give and therefore, social 
devote some time to matters affecting the gain will be much more. In the process, 
society. I am not suggesting that we we help ourselves because without the 
should leave our avocation, but my improvement in social conditions, we can- 
plea is that we should think for a while not exist, nor progress. This in essence, 


is the spirit behind our Varnashram code 
of Vanaprasth. 

I now close with the prayer that may 
our nation prosper and may all, who are 
born and are yet to be born in our great 
country be happy materially and contented 
spiritually. 


Take steps to lower prices 

Morarji Desai 


I must congratulate this body (FICC1) 
for completing 50 years of its useful life. I 
have no doubt, it was useful, but I hope, 
it will be more useful in future than it had 
been in the past, especially not only for 
the business community, but more parti¬ 
cularly for the poor of this country. And 
unless the business community takes into 
account or all communities for that mat¬ 
ter, who have some advantage over the 
rest, that the advantage would be justified 
only if those who do not have the advan¬ 
tage, profit by that advantage. Unless that 
happens, (he advantage will also be a 
source of jealousy and strife. It is this 
that we have got to bear in mind. 

I do recognise that we are all human 
beings and I do not expect anybody to be 
a saint. I myself am not one, what right 
have 1 to expect others to be saint ? But 
we have to be good human beings and a 
good human being or a proper human 
being is one who takes note of the require¬ 
ments of others and does not look at his 
own requirements at the cost of others’ 
requirements. It is fundamental to human 
life and it is only in the measure in which 
we are able to satisfy those requirements 
that we can hope to be happy. It is from 
that point of view that I am making a few 
observations. 

unconditional cooperation 

The President has referred to the new 
era of constructive cooperation and deve¬ 
lopment. I do not know how cooperation 
can be anything but constructive. 1 do 
not know why qualification is added to 
cooperation. The business community 
does nothing without the consideration of 
profit and loss. Therefore, they must 
have some meaning in it, but this qualifi¬ 
cation makes cooperation rather weak. 
Cooperation must be given and not expec¬ 


ted from others. Unless I give cooperation, 
I have no right to expect cooperation 
from others. Therefore, please do not 
think of constructive cooperation, 
but think of full cooperation—unconditio¬ 
nal. Then only cooperation will have 
some meaning. 

You have also referred to the necessity 
of removing corruption and in the same 
breath you have said that government 
policies are responsible for some of those 
things. I do not think any defence for 


This is the text of the speech 
delivered by the Prime Minister, Mr 
Morarji Desai at the Golden Jubilee 
Session of the FICCI held on April 
23, 1977. 


one wrong thing is ever justified by the 
wrong actions of others. But in a demo¬ 
cracy, it is the citizens who have to exer¬ 
cise control over the government, other¬ 
wise the government is bound to go as¬ 
tray. Power always is cotrrupting, as 
wealth is corrupting. Therefore, do not 
think that only power is corrupting. Please 
do not forget that wealth also is a great 
power and it is that which has got to be 
borne in mind. But when wealth and 
power combine, God help the country. 
This is where we have to be careful. Of 
course, power force and wealth force have 
to combine themselves. That also happens, 
but who can force me to do a wrong thing, 
Ido not know. It is my weakenss and 
fear and we have, therefore, to get over 
fear as I pointed out to your president 
when he met me and also to other mem¬ 
bers, who accompanied him. I have no 
doubt that you will be telling me things 
without any fear because I can assure you 
that there will be no action taken against 


you whatever may be the unpleasantness 
with which you may have to tell me. 

But you should also not help me to get 
arrogant, That also you have got to see, 
because there we have a responsibility to 
each other. We have got to help each 
other in having a sense of proportion. 
Unless we do that, all of us can go astray. 
I am very conscious of that fact. I can 
only tell you that I will try to observe this 
in my own conduct as far as T can, but 
that will not be enough unless you, who 
are also in the seat of power, as I said, 
also conduct yourself accordingly. And 
this is where, if we do this in cooperation, 
we can raise this country to heights of 
prosperity, not even imagined by some 
people. I have no doubt in this method. 
I have the greatest faith in the future and 
that too not at very distant date, in the 
future prosperity and greatness of this 
ancient country. But we have to work for 
it. 

good of the people 

Faith enables us to work for it. That 
faith must enable us to make sacrifices 
otherwise it is no right faith. We have 
got to subordinate our personal interests 
to the interests of the society. This is how 
most of the power and the wealth will 
have to be used. They have to be used 
for the good of other people, not only for 
oneself. As a matter of fact power should 
never be used for one’s own good, it must 
be used for others’ good from whom 
power is vested in anybody. We shall try 
to do that, I can assure you, But as I said 
other power also has to be used for the 
good of the people and not only for your 
good. I do make one difference. That 
this power government has or those who 
run the government have, has not to be 
used by them for their own good at all, 
but the power that you have, you can 
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use for your good to some extent, but 
more for others. If that is done, then we 
will achieve what we want to achieve. I 
am sure that the goal is common for all 
of us. 

But as long as there are more than 70 
per cent of people in this country, who are 
in want, who have low standard of living, 
none of us can afford to live a life which 
will attract jealousy and which will not 
lead to any good effort that is required to 
make efficient work that you want to have 
in all directions and that is why we have 
got to see that we set an example for the 
other people, so that we make a common 
endeavour in bringing prosperity and 
happiness to this country. 

populist view 

You have also said that the populist 
view must not be taken, but you have 
cautioned me against taking populist view. 
This is erroneous. 1 do not know what 
you mean by populist view. If you mean 
by populist view that we should not go 
by what the people want, then it would 
be entirely mistaken. What most people 
want or what generally people want can¬ 
not be called a populist view. But there 
can be a few people, who might, in the 
name of the people, say something and 
make it a voice af the people by propa¬ 
ganda. That is another thing altogether, 
but that is not a thing which is going to 
affect us. That is a thing which might 
affect you, but not me. 1 am sure of that, 
but there also if we have a proper outlook 
on this we need not be worried about any 
views that go on as Jong as they are not 
shared by the bulk of the people. 

But if the views are shared by the 
bulk of the people, if we ignore them, 
we ignore them at our cost and ignore 
them at the cost of the country. 
Therefore, please take note of such 
views more respectfully. That would 
be my plea with you. Whether it is 
heard or not will not worry me, but it 
is my duty to put it before you. You can 
take it for what it is worth. 

I was also surprised when you said that 
there should be balance between means 
and ends. What is the meaning of balance 
between means and ends? The Father of 


the Nation, whom you also consider the 
Father of the Nation, taught us that 
means are far more important than ends 
and unless we are careftil about the purity 
of the means, the ends are bound to be viti¬ 
ated. There can be no balance in this mat¬ 
ter. On means, there can be no compromise, 
especially about the purity of the means, 
and it is that which I would urge you to 
consider and accept in all your business 
transactions. In all your business transac¬ 
tions if you have purity of means, I shall 
have absolutely no hesitation in saying 
that then there can be no objection to 
earning wealth, there can be no objection 
to getting as much work as you want to 
be done either by yourself or by others, 
because then nothing wrong will be done. 

The purity of means will mean that 
whatever we get, whatever we earn, what¬ 
ever we accumulate, is not only for your 
use, but it is for the use of the society, 
which has enabled us to earn it. We are 
not obliging them in doing this. If there 
were not that society, how could you earn 
this and unless we utilise all this for the 
benefit of the society, there will be no justi¬ 
fication in any accumulation whatsoever. 
And that is why Gandhiji had appealed 
to the business community to be trustees. 
Trustees do not make a firm or a trust. 
It only means you act in that spirit and if 
you act in that spirit, nobody has to tell 
you anything to the contrary. Then J will 
consider you to be good advisers and you 
will not seek advice from me. Then you 
will not be afraid of anybody. This is the 
only way we can shed fear. There is no 
other way for shedding fear, as I see it. 

mistaken belief 

But, 1 was certainly wondering when it 
was pointed out by the president that the 
money supply or excess of money supply 
should not be held responsible for the 
rise in prices and gave me an example for 
money supply having increased in 18 
months from October 1974 and prices had 
been decreased at that time. That was 
what was pointed out. But I am afraid he 
forgets that it was the fear created by the 
emergency which was responsible for the 
fall in prices in the first few months. But 
they soon went up. He seems to be for¬ 
getting it. Of course you forget sometimes 


what is inconvenient to remember and 
remember what is convenient. But if you 
apply this money supply business, I am 
afraid you will do the greatest harm to 
yourself. It may appear attractive in the 
beginning, but it will do the greatest 
harm, I know, of course, that there are 
other causes also for rise in prices, but 
those causes are more related to you and 
none else, because it is you who produce 
the goods and you distribute them. Un¬ 
less you keep the prices in proportion, 
who is going to do it. And in times of 
stress if even Josses have to be borne tem¬ 
porarily they must be considered invest¬ 
ment. Because then people will have more 
faith in you and it will be possible to get 
work with greater confidence and get 
greater profitability in future. And that is 
the point there. 

mutual trust 

I appealed to those friends who 
came and saw me and invited me for 
this august occasion, that I hope you 
will take some steps in this direction 
and sec that prices are lowered. But I do 
not see any effort has been made. On the 
the contrary, only suggestions are made 
to the government. You can make as 
many suggestions as you like to the 
government. We will consider them. But 
if you do not consider any .suggestions of 
mine, how I am going to consider your 
suggestions? 

You said that the government must trust 
you. Trust is never asked for. It is to be 
earned. Unless it is earned, there can be 
no trust. Therefore, it is just like respect. 
Respect also has to be earned. It can¬ 
not be asked for and that is how we 
should work about this. I can assure you 
that T would not start with distrust of 
anybody. But I am not going to be stupid 
enough to be deceived by any trust I 
place in people. I can assure you about 
that. And yet there may be possibilities 
where it may be deceived. But I will take 
the risk of even being deceived. I will 
not start with mistrust, I can assure you. 
But please let us have our working regu¬ 
lated in such a manner, in such self-discip¬ 
line that we will create the trust of the 
people in ourselves. Unless we earn that 
trust of the people, we will not deserve to 
be in the positions in which we are. 
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Truth ultimately triumphs 

Georgs Fernandes 


Our country has recently emerged from 
the most traumatic experience of its 
contemporary history. The prime minister 
whose speech you have just now applau¬ 
ded and who is now being acclaimed for 
his patriotism and devotion to duty was 
till only three months ago a prisoner, in 
solitary confinement for 19 long months; 
he was branded as a person whose freedom 
constituted a grave threat to the security 
of India. 

Those dealing with history in it’s 
abstract may look at the events of the 
last 22 months in our country as just one 
more turn of the wheel of history. But 
those amongt us who had the honour and 
the privilege of fighting for what we 
believed was right and against what we 
knew was wrong, hold the view that what 
we went through was a struggle between 
truth and falsehood, between justice and 
injustice, between democracy and dicta¬ 
torship. 

Let me, however, use this opportunity 
to salute those among you who had the 
courage to stand up for Truth and Justice 
and Democracy and who in the process 
staked their everything. 

Of course, there were many who believ¬ 
ed that the emergency and the dictatorship 
was the nicest thing that had happened 
to the Indian people. One among you, 
for instance, speaking on behalf of 
600 million people believed that the emer¬ 
gency and all that went with it was justi¬ 
fied. It is another matter that the 600 
million people held a view contrary to 
that of this great leader of industry on 
such profound matters as Magna Carta, 

Government 

The need for businessmen involving them¬ 
selves actively in the national task of 
removing poverty was stressed at the 
golden jubilee session of the Federation of 
Indian Chambers of Commerce and Industry. 

Participating in the discussion in the 
sectoral programmes, Mr K.N. Modi a 
leading industrialist, stressed that the 
people could not be fooled for ever. “The 
janata is very much alive. There is a limit 
to their patience.” 


freedom of thought and freedom from 
want. 

Another became not only Ambassador 
extraordinary of the dictator and of the 
son of the dictator, but used every 
means—and all of them foul—to raise 
funds for the twosome. 

I suppose most of you would have been 
happy if the dictatorship had succeeded in 
legitimising itself. One of your own tribe 
mentioned the other day that Rs 40 crores 
went to the erstwhile dictator’s party to 


This is the text of the speech 
delivered by Mr George Fernandes, 
the union Communication minister, 
at the Golden Jubilee Session of the 
FICCI. _ 

help it win the elections it finally lost. I 
would like to be enlightened on the ways 
and means employed to get this money. 
The laws of the country may have some¬ 
thing to say on the subject. 

Of course, all dictatorships provide 
some amusement to their people. For 
instance, when ordinary mortals put on 
the airs of the omniscient and go about 
as super-persons, men like me cannot 
help but laugh. Similarly, when people 
like you take banners and placards in your 
hands and walk in processions proclaiming 
eternal loyalty and devotion to all the 
points of the super-person, that also 
makes one laugh. 

But the more important point is why 
do men who are supposed to be captains 
of industry and leaders in their trade, 
kow-tow to those in authority? What is it 
that is missing in one’s character that 

and business to 

Mere speeches and gimmicks would not 
satify them, he said. The business commu¬ 
nity must give constructive suggestions to 
the government on the various economic 
problems facing the country. 

Mr D.C. Kothari. a former president of 
FICCI, said the time had come for the 
country to take stock of planning process 
of the last 30 years to find out the deficien¬ 
cies and the measures required for correct¬ 
ing the situation. Economic policies should 


makes one behave like rats? What is the 
use of building all the giant enterprises if 
in the process, one loses what is most 
important in life—one’s character and 
one’s manhood ? 

If all these questions and observations 
sound awkward, the fault, you will appre¬ 
ciate, is not mine, I am not saying these 
things to embarrass you. I speak in the 
hope, however faint that hope may be, 
that you will from now on stop paying 
court to those in authority and do your 
duty by the country, and learn to fight for 
what is right. But only they fight who are 
free from fear. And freedom from fear 
comes when one’s hands are clean, when 
one has nothing to lose. And I hope that 
you have realised that while it may be 
profitable in the short run to compromise 
with evil and with injustice, Truth ulti¬ 
mately triumphs. 

During my days in the underground a 
poem by James Russell Lowell, the nine¬ 
teenth century, American poet and states¬ 
man provided me with great inspiration. 
I shall quote one verse from it and then 
I shall be done: 

“Once to every man and nation 
Comes the moment to decide, 

In the strife of truth with falsehood 
For the good or evil side— 

“Then to side with Truth is noble. 

When we share her wretched crust, 

Ere her cause bring fame and profit 
And ’tis prosperous to be just; 

Then it is the brave man chooses, 

While the coward stands aside, 

Till the multitude make virtue 
Of the faith they had denied.” 

collaborate 

be so geared as to ensure that 42 per cent of 
the population who lives below the poverty 
line has some means at its command. 
Production should also be kept at a level 
which may satisfy the needs of these people. 

Mr Kothari also wanted reorientation of 
economic policies to enable the people to 
save and invest their savings for produc¬ 
tive purposes. Reorientation in the taxa¬ 
tion policy, planning priorities and reallo¬ 
cation of resources were among other 
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suggestions made by him. India, he said, 
could become one of the major producers 
of cash crops. 

Mr A.K. Jain felt that the growth rate 
for industry envisaged in the FICCI theme 
paper was much low. There must be a 
higher rate of industrial growth to meet 
the input requirements of the agriculture 
sector. 

Referring to infrastructural facilities, 
Mr Jain said the power sector had been 
found to be the weakest. Increased atten¬ 
tion must be given to the completion of 
the ongoing projects in power and also to 
be planning of new ones. 

Mr Kailash Gupta, president of the 
Indian Chamber of Commerce, Cochin, said 
the government and the business commu¬ 
nity had a significant role to play in the 
task of building a prosperous society. 
Supplies must always be kept ahead of the 
growing demand and in order to ensure an 
abundant supply it was imperative that 
business must be made as massive and as 
broad-based as possible. 

Mr Gupta complained that the exporters 
of Kerala had been denied the benefits of 
the amendment to the Central Sales Tax 


Act last year to make Indian goods compe¬ 
titive in world markets. This had adversely 
affected the export of several items from 
Kerala, particularly spices, hill produce, 
sea foods, tea and coir mats. The attitude 
of the Kerala government in this matter 
had nullified and negatived the very pur¬ 
pose for which the Central Sales Tax Act 
was amended. 

Mr Kanoria, asked industrialists to take 
due note of the government's concern over 
inflation. He said that the industrialists 
should submit concrete proposals to the 
government. ♦‘That way we could be 
more effective. For, the prime minister 
had said he would listen to us if we in turn 
also respond to his call (to hold the price¬ 
line)". 

On the question of shortages and 
surpluses, Mr Kanoria said: “Unless we 
arc able to devise a mechanism by which 
prices can be stabilised, we will not be 
able to justify the activities of the trade/’ 

Mr Pravinchandra Gandhi suggested that 
savings in the village sector could be use¬ 
fully mobilised to expand the equity base 
of new industrial units in rural areas. 

Mr Harishankar Singhania emphasised 


that a consumer-oriented society was in 
the making, which meant demand for pro¬ 
ducts would have to be created in a plan¬ 
ned manner. 

Mr Premchand Jain said industry must 
take steps to optimise production and get 
the best out of the assets. In other words, 
they must step up the output per unit of 
rupee invested. 

Mr Ramkirshna Bajaj wondered if 
chambers of commerce could not associate 
themselves with vigilance committee, in co¬ 
operation with consumer guidance societies. 
He referred to Mr Mohan Dharia’s recent 
speech in Bombay wherein he had said 
that if industrialists did not behave, society 
would boycott them. 

Mr Hasmukblal Shah suggested a code of 
conduct for business. “We all have to 
behave in a proper manner. We have to 
work in such a manner that what we pro¬ 
duce reaches the masses at a reasonable 
price.” 

Mr C.D. Thakkar saw “no shortcut to 
higher production”, except through higher 
consumption. He advocated voluntary 
control of prices on the part of the private 
sector. 


FICCI Awards, 1976 


The Federation of Indian Chambers of 
Commerce and Industry has been making 
awards since 1968 for outstanding contri¬ 
butions in various fields of wider social 
responsibilities, including cash awards for 
individual scientists/technologists. To 
commemorate the International Women’s 
Year, a new award was instituted in 1975 
for outstanding achievement by a woman 
entrepreneur/executive. 

Agriculture 

National Dairy Development Board, 
Anand : Set up in 1965 under the aegis of 
the ministry of Agriculture to help crea¬ 
tion of Anand-pattern milk producers’ 
cooperatives in different states through¬ 
out India, the National Dairy Develop¬ 
ment Board (NDDB), Anand has made 
significant contributions to the estabish- 
ment of dairy plants by providing techni¬ 
cal services and doubling milk supplies in 

EASTERN ECONOMIST 


the four major cities Bombay, Calcutta, 
Delhi and Madras. Today, this is deemed 
to be the largest dairy development project 
in the world. 

The government derived inspiration 
for setting up the board from the good 
results shown by the Kaira District Co¬ 
operative Milk Producers' Union Ltd., 
popularly known as Anand Pattern 
(Amul) built up on the basis of self- 
reliance. The NDDB through the govern¬ 
ment of India formulated and launched 
the operation Flood Project with the UN’s 
World Food Programme Assistance. The 
project involved an investment of Rs 954 
million for India’s dairy development. 

Apart from the above project, the 
NDDB is also involved in planning and 
implementation of the World Bank Pro¬ 
jects for dairy development in different 
states of the country. In all, the board 
has taken up the work of the creation of 
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Anands in 12 states at 28 different places. 

The nutritional, economic and social 
impact of the creation of Anands has 
been encouraging, especially with reference 
to the conditions of weaker sections. The 
board has helped in successfully adopting 
sophisticated technology to ameliorate 
their overall economic and social condi¬ 
tions by building up locally suited insti¬ 
tutional mechanism. 

The board carries out feasibility studies, 
provides teahnical service for dairy deve¬ 
lopment and helps in projects including 
specialised dairy engineering services and 
man-power development and consultancy 
services. The board has also acted as a 
catalytic agent to bring about a number of 
changes in the social life of the people in 
villages. 

The NDDB has been the recipient of 
Import Substitution Award of the Directo¬ 
rate-General of Technical Development 
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in 1976 for the development of bulk vend¬ 
ing system of distribution of milk. 

The board’s efforts in the creation of 
Anands had provided an inbuilt infrastru¬ 
cture for daily contact and extension and 
other activities for further economic 
development and social change. The pro¬ 
ject through its spread effect has also the 
potential to create immense job opportu¬ 
nities and employment for the unemploy¬ 
ed people specially in the rural areas. 
The board’s leadership and guidance in 
India’s dairy development is commend¬ 
able. 

Export Promotion 

Bajaj Auto Limited, Pune : Bajaj Auto 
Limited, Pune, set up in collaboration 
with Piaggio & Co. of Italy, to manufac¬ 
ture Vespa Scooters, developed indigen¬ 
ously a new model of scooter called 
‘BAJAJ-Chetak’ for export market. Its 
exports increased by over 400 times from 
a modest Rs 0.76 lakhs in 1973-72 to 
Rs 314.66 lakhs in 1975-76. Besides, 
there has been a steady increase in the 
percentage of exports to total production 
from 1.13 per cent in 1973-74 to 12.32 
per cent in 1975-76. More importantly 
its export performance has been against 
the background of vast domestic de¬ 
mand and better profitability in the 
domestic market as also a stiff compe¬ 
tition from their erstwhile collaborator— 
Piaggio & Co. and other giants in the 
world markets viz. Honda, Yamaha, 
Suzuki, manufacturers of world’s best 
motor cycles. 

The company’s export effort started 
prior to one year before the expiry 
of collaboration agreement. The com¬ 
pany gathered commercial intelligence 
from various countries to identify the 
markets and made strenuous efforts to 
create an awareness about its products 
and to convince the buyers abroad about 
India's capability of producing quality 
engineering products- Due to its ccasless 
efforts, the company could catch the 
markets in countries like Hong Kong, 
Taiwan, Thailand, Indonesia, Singapore, 
Bahrain, Iran, Nigeria, Mauritius, etc. 
The company has also signed technical 
collaboration agreements is 1975 for as- 
sembly-cum-progressive manufacture of 
scooters and three-wheelers with Indonesia 


rnd Taiwan. The company is one of the 
biggest foreign exchange earners. 

Inspite of having a waiting list of about 
four lakh persons, Bajaj Auto Ltd. could 
export a sizable quantum of scooters and 
three-wheelers in their bid to capture a 
major share of the world's scooter demand. 
The company is carrying out extensive 
sales promotion measures abroad including 
participation in international trade fairs, 
etc. and has produced a one minute him 
on its Bajaj-Chetak scooter for screening 
on TV/cinema houses in various 
countries. The company is also making 
efforts to market its scooters in developed 
countries like the USA, Canada and 
Japan. The company’s initiative in deve¬ 
loping exports in an item which has a stiff 
competition from manufacturers of deve¬ 
loped countries deserves recognition. 

Industrial Relations 

Atlas Cycle Industries Limited, Sonepat: 
The Atlas Cycle Industries Ltd., Sonepat, 
the largest producer of bicycles in the 
country, enjoys an impressive record of 
industrial peace and harmony. This is 
amply demonstrated by the absence of 
any loss of production due to industrial 
relations problem for nearly fourteen 
years. 

Although the company had to face a 
number of problems in industrial relations 
initially, it could overcome them by hand¬ 
ling such situations with firmness and 
fairness. This has been possible because 
of the imaginative and humane handling 
of industrial relations problems through a 
system of bipartite settlements without any 
external interference as also encouraging 
internal leadership among the workmen. 

The grievances of the workers, accord¬ 
ing to its scheme, are redressed through 
the grivance procedure and by a bipartite 
body called the ‘Settlement Board' set up 
at the plant level, consisting of equal 
number of representatives of the work¬ 
men and the management. The Settle¬ 
ment board meets every month in which 
all types of disputes including those relat¬ 
ing to bonus, wage structure, etc., are 
discussed and settlements arrived at. This 
board also discusses grievances of the 
workmen not resolved at the shop floor 
level, and the company has the distinction 
of settling all disputes taken up by the 


board unanimously. Since 1962, no 
reference of a collective dispute has gone 
before the Labour Court or the Industrial 
Tribunal. 

The company has introduced liberal 
social welfare schemes such as subsidised 
meals, monetary help to workers during 
illness and other emergencies, free 
distribution of books as also giving 
scholarships to the brilliant children of 
the workers. 

The public relations and close contacts 
with the workmen and their families living 
in the villages have also helped the com¬ 
pany in achieving good industrial rela¬ 
tions. The attitude of firmness and fair¬ 
ness of the management has created a 
sense of discipline and involvement 
among the workers. The company’s ini¬ 
tiative in building sound industrial rela¬ 
tions by encouraging internal leadership 
deserves emulation. 

Science & Technology 

Ahmedabad Textile Industry’s Research 
Association, Ahmedabad: Ahmedabad 
Textile Industr’y Research Association 
(ATIRA), Ahmedabad has made significant 
contributions in the reduction of energy 
consumption by the textile industry through 
researches concerned with appropriate 
choice of fuels, proper utilisation of 
energy, development of low temperature 
cure catalysts, and the experimental pro¬ 
duction of various equipments. With this 
end in view, ATIRA carried out more 
than 100 boiler surveys indicating that 
improvements in the fuel efficiency of 
boilers can be achieved by proper firing of 
fuel, avoiding excessive air for combus¬ 
tion, minimising loss due to unburnt fuel 
in the ash, installing sufficient economiser 
capacity, returning condensate, and adopt¬ 
ing proper feed water treatment. By im¬ 
plementing the above findings of ATIRA, 
the textile mills have increased the effi¬ 
ciency of the boilers by 6.6 per cent, that 
is nine per cent saving in fuel, amounting 
to approximately Rs 1.5 lakhs per year 
per mill. 

In the field of steam distribution and 
utilisation, ATIRA carried out extensive 
researches, arrived at the figures for desir¬ 
able pressure of steam on different 
machines and actual pressure observed, 
and laid down steam consumption norms 
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for textile processing machines and speci¬ 
fic steam consumption. These studies are 
estimated to have made a saving of Rs 45 
lakh per annum to textile mills. ATIRA 
has also evolved heat utilisation efficiency 
(HUE) index which compares the actual 
fuel consumed by the mill with fuel con¬ 
sumption norm taking into account the 
actual production and process sequences 
followed. 

With a view to increasing productivity 
through drying equipments. ATIRA has 
developed a Repidry and Dual Dryer, the 
first one is an equipment, which can be 
attached to any existing cylinder dryer to 
boost its production by 30 per cent, while 
the second is a new type of dryer which 
employs two types of drying in an opti¬ 
mum combination employing fewer 
cylinders. 

ATIRA also conducted extensive study 
on stenters used for finishing and curing 
of fabrics, and evolved correlations con¬ 
cerning optimum compromise between 
productivity and thermal efficiency. The 
association has also developed an instru¬ 
ment called “Drying Optimiser” to facili¬ 
tate maintenance of optimum humidity 
in stenters. It has further developed a 
“Waste Heat Recovery Tower” for utilis¬ 
ing waste heat from stenters. 60 per cent 
of the waste heat from the stenter is re¬ 
covered through this tower. 

With a view to minimising consumption 
of electrical energy without reducing the 
productivity or quality of the fabrics, the 
association developed low temperature 
catalysts for pigment printing and resin 
finishing of fabrics to be done not only at 
lower temperature, but also in lesser time 
period. 

Humidification plants which provide 
the required ambient conditions in differ¬ 
ent departments consume a great deal of 
power. ATIRA came to the conclusion 
that by elimination of internal discharge 
of pneumofil air and roof cooling by spray¬ 
ing water, the power costs of these plants 
can be reduced, and at the same time it 
added to the comforts of the workers. The 
valuable work of the association has led 
to substantial economies in individual 
factories. The efforts of ATIRA in the 
creation of energy conservation conscious¬ 
ness in the textile industry are of great 
importance in the national context. 


Life ScfencM 

This Award is being shared between 
Dr Surendra Kumar Ranjhan, head of 
the Animal Nutrition Division of the 
Indian Veterinary Research Institute, 
Izatnagar, and All India Co-ordinated 
Cotton Improvement Project Team led by 
Dr V. Santhanam. As a special case, each 
will receive Rs 10,000. 

Dr Surendra Kumar Ranjhan, Izatnagar: 
is the head of the Animal Nutrition Divi¬ 
sion of the Indian Veterinary Research 
Institute, Izatnagar. He has done exten¬ 
sive work on evolving suitable economic 
rations for various categories of livestock, 
including buffaloes, sheep, pigs, and poul¬ 
try, either by replacing the costlier cereal 
grains with the cheaper conventional by¬ 
products or by introducing in the dietary 
of the animals, newer products leading to 
various formulations involving the appro- 
propriate admixture of cheap conven¬ 
tional by-products. 

Dr Ranjhan evaluated improved varie¬ 
ties of fodder, evolved cheaper all rough- 
age rations for the growing of calves with¬ 
out any concentrate feeding. Also studies 
were conducted under his guidance on 
economic raising of newly born calves 
on a limited milk intake with supplemen¬ 
tation of calf starters, composed of cheap 
feed ingredients, upto three months of 
age. Today, almost all the centres in the 
cross breeding project in the country are 
following the sytem of raising calves on 
starters with limited milk intakes. 

He also developed a method of raising 
cross breed calves and lactating animals 
upto six litres of milk by giving a diet 
with two per cent liquid urea molasses 
mixtures, supplemented with vitamins and 
minerals and with limited intake of fodder 
and concentrates. This method holds the 
promise for production of beef from the 
male buffalo calves on the lines on which 
Cuba is producing beef from the molas¬ 
ses based feeds. 

Dr Ranjhan conducted experiments to 
improve utilisation of ground-nut cake 
proteins by protecting it with tannic acid, 
formaldehyde and heat treatment and 
established that protection of protein by 
this method improved protein utilisation 
by 20 per cent. He also guided projects 
for laying down nutrient requirements for 
animals. On the basis of the work done, 


four books have been prepared for publi¬ 
cation. 

As a project leader of FAO—-IAEA 
project on animal nutrition and metabo¬ 
lism, Dr Ranjhan guided nuclear research 
on rumen digestion and metabolism using 
radio-isotopes techniques. Various dietary 
treatments were evaluated in cattle using 
tracer techniques. The team developed a 
new method for in vive protein synthesis 
rates in the rumen. 

Dr Ranjhan has provided valuable 
leadership as the national coordinator 
of various projects on the utilisation of 
agro-industrial by-products as livestock 
feed. Dr. Ranjhans’s formulations, involv¬ 
ing by-products of sugar industry helped 
in saving a large number of animals during 
the 1972-73 drought in Maharashtra 
where he worked as a member of a techni¬ 
cal team. 

All India Co-ordinated Improvement 
Project Team composed of Dr. V. Santha¬ 
nam, Former Project Co-ordinator of the 
above project: Dr V. Sundram Director 
and Mr P.G. Oka, Junior Physicist, 
Cotton Technological Research Labora¬ 
tory, Bombay: Mr C.T. Patel and Dr 
B.H. Katarki, Colton Breeders: Mr P.V. 
Marappan, Professor of Agricultural 
Botany, TNAU, Coimbatore: Mr R. 
Krishnamurthy, Cotton breeder of above 
Project and Dr. K.V. Srinivasan, Plant 
Pathologist and Mr G. Veda Murthy 
Entomologist, Central Institute of Cotton 
Research, Coimbatore. 

The all India Coordinated Cotton Im¬ 
provement Project Team consisting of the 
above nine research workers have con¬ 
tributed individually and jointly to the 
development of better yielding varities of 
cotton and standardisation of techniques 
for realising high yields from them. They 
were responsible for the development of 
first ever commercial hybrid cottons, i.e. 
HYBRID-4 and Varalakshmi and long 
staple and extra long staple cotton 
varities including Egyptian types in India 
i.c„ ‘MCU-5’, SUJATA, and ‘SUVIN’, 
which are equal to the best imported 
Sudanese and Egyptian cottons. The 
above varieties have brought about a sig¬ 
nificant and progressive transformation in 
agriculture and striking quantitative and 
qualitative improvement in the cottons 
available to Indian textile Industry. They 
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have among themselves contributed a pro¬ 
duction of more than 15 lakh bales of 
cotton during 1973-74 and 23 lakh 
bales in 1974-75. These varieties are 
also suitable for blending with man-made 
fibres, thus eliminating dependence on 
imported cotton. The value of the pro¬ 
duce is estimated in monetary terms to be 
around Rs 360 crores a year, and has 
resulted in bringing down the import of 
cotton from about eight lakh bales in 
1960s to less than a lakh bales in 1973-74. 
On the other hand, during 1974-75 two 
lakh bales of extra long staple cotton were 
exported to the south east Asian countries. 

The above scientists who have been 
involved in the work belonging to differ¬ 
ent scientific disciplines, i.e., cotton 
breeding, technology, pathology and ento¬ 
mology and working in different capaci¬ 
ties in different centres located all over 
India, have, by their common endeavour 
towards the goal of improving cottons, 
made a significant contribution deserving 
recognition. The team has also stan¬ 
dardised the techniques for production of 
hybrid cotton seed, involving labour in¬ 
tensive technology. The production of 
hybrid seeds provided abundant employ¬ 
ment potential in Indian villages. 

Industrial Technology 

Dr. A.S. Rao, Hyderabad, formerly 
Director of the Electronics Group 
at the Bhabha Atomic Research Centre 
for nearly two decades, is presently 
Managing Direcror, Electronics Corpora¬ 
tion of India Limited, Hyderabad, a 
public sector corporation, which does not 
have any inputs from any foreign organi¬ 
sation. The moving spirit behind the 
organisation, Dr Rao has been able to 
achieve within a decade of its setting up 
an annual turnover of about Rs 30 crores 
covering a wide range of products based 
entirely on the research and development 
carried out by the Atomic Energy Com¬ 
mission family. 

As head of the Atomic Energy Estab¬ 
lishment, Trombay, Dr Rao brought the 
project to fruition within one year, manag¬ 
ing the task of designing, fabricating, in¬ 
stalling and commissioning the entire con¬ 
trol and radiation monitoring system by 
marshalling indigenous design talent with a 
view to establishing technological capabi¬ 
lity in the field of reactor electronics. He 


also established the electronics group at 
BAflC, recruited, trained and build up a 
professional engineering, manpower and 
took on fresh responsibilities in developing 
industrial electronics, including compo¬ 
nents technology, instruments and system 
technology, analog and digital computers. 

Dr Rao also initiated and carried through 
design and engineering programmes on a 
broad front of electronics materials, pro¬ 
fessional grade electronic components 
including semi-conductors, industrial, nu¬ 
clear, medical and electronic instruments. 
Dr Rao organised on a country-wide 
basis a personnel managing film badge 
service to provide training to all radiation 
users to assess the hazards arising from 
radio-active fall-outs from nuclear weap¬ 
ons testing, and popularised radiation 
protection, industrial hygiene and indust¬ 
rial safety services. 


As * Managing Director of* Electronics 
Corporation of India Limited, Dr Rao 
advocated inter-unit transfer of tecnnology 
through transfer of personnel and some 
facilities from BARC and paved the way 
which is of considerable relevance to the 
problems of technology transfer to deve¬ 
loping countries in general. lie made the 
ECIL a going concern in a short span of 
three"years with commercial viability and 
profitability established. The ECIL covers 
a wide range of products from entertain¬ 
ment electronics (television) to the sophis¬ 
ticated electronics like computers, etc., 
for defence, nuclear energy, railways, 
posts and telegraphs and the fertiliser 
industry. The achievements of the ECIL 
are based entirely on the research and 
development carried out by the Atomic 
Energy Commission family, the credit for 
which goes mainly to Dr A.S. Rao. 


Office-bearers of FICCI 


Mr B.P. Poddar has been unanimously 
elected president of FICCI for 1977-78. 
Mr Pravinchandra V. Gandhi has been 
unanimously elected viee-president. The 
general body also elected the following as 
members to the committees of the fede¬ 
ration: 

Industry : Mr R.P. Goenka, Mr A.K. 
Jain, Mr S.N. Khaitan, Mr Harish 
Mahindra, Mr Kanti R. Podar and Mr 
Harishankar Singhania. 

Trade : Mr R.R. Bhiwaniwala, Mr S.C. 
Chokhani, Mr V.D. Chowgule, Mr S.N. 
Dalmia, Mr C.V. Mariwala and Mr K. 
S. G. Haja Shareeff. 

Associate Members : Mr V.H. Dalmia, 
Mr G.K. Devarajulu, Mr A.K. Jain, Mr 
Sudhir Jalan, Mr P.K. Kanoria, Mr 


Arvind Narottam Lalbhai, Mr Rohit C. 
Mehta, Mr B.K. Nopany, Mr D.N. 
Patodia, Mr V.K. Poddar, Mr R.L. Raj- 
garhia, Mr A.K. Rungta and Mr Govind 
Hari Singhania. 

The standing advisory committee consis¬ 
ting of the following was also constituted 
by the committee : Mr B.P. Poddar, 
President, Mr Pravinchandra V. Gandhi, 
Vice-president. Mr M.V. Arunachalam, 
Mr Ramakrishna Bajaj, Mr S.K. Biria, 
Mr G.K. Devarajulu, Mr J.H. Doshi, Mr 
R.P. Goenka, Mr A.K. Jain, Mr L.C. 
Jain, Mr Prem Chand Jain, Mr Arvind N. 
Kilachand, Mr Arvind Narottam Lalbhai, 
Mr Harish Mahindra, Mr K.N. Modi, Mr 
D.N. Patodia, Mr Viren J. Shah, and Mr 
H.S. Singhania. 
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An Eastern Economist Feature 


Tyres: From shortage to surfeit 



In the throes of a crisis 

S. P. Chopra 


The demand for tyres today is 
significantly lower than supply. 
What was some years back a 
sellers’ market has changed into 
a buyers’ market. Even esta¬ 
blished manufacturers are being 
forced to curtail production m 
order to minimise their losses. 

It was in November 1958 
that the government had clam¬ 
ped down price control on 
tyres. At that time an acute 
shortage of tyres was witnessed 
in this country. Hie demand 
for tyres for exceeded supply. 
The government felt that there 
was no option but to impose 
price control on tyre manu¬ 
facturers. This restrained the 
manufacturers from taking an 
undue advantage of the tight 
supply position of tyres but a 
number of complaints were 
heard at the retailer’s level 
where substantial unofficial 
mark-up in prices had taken 
place. 

Oil Crlala 

And then came the oil crisis 
in the last quarter of 1973. The 
price of crude oil rase more 


than four times. Consequently, 
petrol and diesel prices went 
up sharply in this country. 
This sudden rise in fuel prices 
gave a severe jolt to the road 
transport industry which in 
turn did not fail to hurt the 
tyre industry. The demand for 
tyres fell sharply and it was felt 
that the price control imposed 
in 1958 had become redundant. 
By April 1974, the statutory 
price control on tyres was 
withdrawn by the government. 

Acute Shortage 

A new policy relating to the 
tyre industry had been formu¬ 
lated during the period this 
country felt acute shortage of 
tyres. The government of India 
had issued three licences to 
Indian companies each with a 
capacity of 403,003 tyres. 
Hitherto a majority of the tyre 
manufacturers were Jbreign 
companies such as Dunlop, 
Goodyear, Firestone, etc. The 
first to go into production was 
Modi Rubber and by last year 
its output had exceeded the 


licensed capacity. The other 
two are starting production 
this year. 

Nave Entrants 

The total output of tyres ia 
1975 was 5.5 millions as against 
the licensed capacity of 9.1 
millions and installed capacity 
of 8.0 millions (see Table I). 
The reports from the tyre 
markets of the country indica¬ 
ted that even this order of pro¬ 
duction was more than what 
could be reasonably absorbed. 
Surely with the entry of the 
two new manufacturers, the 
supply of tyres will become so 
easy as to generate keen com¬ 
petition leading to reduction in 
prices as well as scaling down 
production by some of the 
manufacturers to cut their 
tosses. Already the stocks of 
automobile tyres are piling up 
with manufacturers. While 
between 1971 and 1974 the 
year-end stocks of automobile 
lyres with manufacturers ruled 
around 103,000, their number 
shot up to 253,003 at the end 


of 1975 and are estimated to 
have crossed the 300,000-mark 
at the end of 1975. No esti¬ 
mates, however, are available 
for stocks which have accumu¬ 
lated with the dealers all over 
the country. 

Giant Tyres 

In keeping with the demand 
forecast worked out by the 
Planning Commission during 
the period of tyre shortages, the 
government had issued letters 
of intent to nine companies, 
each having an annual capacity 
of 400,000 tyres (see Table II). 
As things stand today, it is 
hardly likely that any of these 
companies will go ahead with 
its project for some time. At 
current level of business acti¬ 
vity, the installed capacity of 
tyre units seems to be muds 
above the requirements of the 
country. 

A word about the composi¬ 
tion of tyre production by the 
manufacturing units. The sta¬ 
tistics for 1975 indicated that 
the tyre industry gave the maxi- 
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town importance to the pro- cant of the population of this 
duetion of f *§iaot sire Sotomo- country, 
bile tyre*” which an needed Road-building aotivity plays 
by the transport operators. The a key role in developing em- 
“other than giant tyres” took ploy meat opportunities. The 
the second position in volume National Council of Applied 
of production. The shares of Economic Research has estima- 
tractor tyres, cycle tyns and ted that the investment of a 
ADV tyns wen relatively crore of rupees in road-building 
small This again points to the throws np employment oppor- 
intimate link of the tyre indus- tunities to 11,030-12,000 per- 
try with the road transport sons and as soon ’as the project 
industry, is completed, another 4,000 

The road transport industry persons get employment as a 
in this country, by and large, result of the vehicular traffic, 
^ap pmi* to be in the haads of Thus road-building, road trans- 
individuals and not large orga- port and tyre industry are 
nised companies. Rough esti- inextricably linked-up. What 
mates indicate that nearly six i* more, a host of ancillary 
million families — about 30 units and repair shops can 
million persons — obtain their thrive on an expanding road 
livelihood from it. This shows transport industry, 
that nay downturn in the per- This aspect of the influence 
formance of this industry of road transport industry on 
affects adversely the living the tyre manufacturers has been 
standards of nearly five per brought out in a telling manner 

Table I 

List of Present Tyre Manufacturers 

(In numbers) 

Company Licensed Installed 1975 Production 

capacity capacity 

Goodyear 500,000 739,000 571,855“ 

Dunlop 

Sahagaqj 1,141,000 1,141,000 

Ambattur 780,000 725,000 

1,921,000 1,865,000 1,940,236 

Coat 1,010,000 850,000 1,013,458 

Firastone 1,100,000 1,100,000 757,000 

Inehek 

Calcutta 500,000 550,000 51,320 

Rae Bareilly 400,000 — — 

900,000 550,000 51,320 

M R»F* 

Madras 1,000,000 500,000 

Qoa 800,000 450,000 

1,800,000 1,050,000 541000 

Premier 500,000 400,000 231.908 

Modi 400,000 500,000 479,000 

JX 400,000 500^00 ,~ 


AitoUo 401000 500,000 



by Mr N.F. Cope, Managing Table II 

Director, Goodyear . India List of Proposed Tyre 
Limited in a separate interview Manafactarers 

published elsewhere in this sup- , (Letter of Intents issued) 


plement. Rightly Mr Cops has--- , 

connected the fate of the tyro Tamil Nadu Rubber 400,000 

industry with the road trans- vikrant Tyres 400,000 

port industry which in turn is Webstar Ltd 400,000 

dependent upon the health of Punjab Tyres 400,000 

the economy in general. If Gujarat Industrial 
there is boom in the economy, Investment Corpo- 
it will be reflected in the acti- ration 400,000 

visation of the road transport Orissa Tyres 400,000 


industry whioh to turn will Andhra Pradesh 

stimulate demand for tyres. Tyres A Rubber 400,000 

Universal Tyres 400,000 
Iboon Pvt. Ltd./ 

Here it is necessary to dis- B ihar State Indus- 
cuss the performance of the ^ Dsv Corpn 400.000 

railways which during the past__ 

two years have been able to tition j^s also has been a 
improve their working partly power f u i factor in the current 
because of the compulsions recessionary tendencies which 
under the emergency. It can- the road transporters have been 
not be denied that the users of facing, 
railway transport have shown 

increasing satisfaction with the 1° short, the argument for 
quality of service which they providing stimulus to the tyre 
have received in recent months, industry boils down to provid- 
Industrialists have freed less tag increasing outlay ft* the 
difficulty in obtaining raw road building programme and 
materials and also in being able removing such constraints as 
to despatch finished products H®' 1 the growth of road traas- 
to all parts of the country port. Even though consider- 
through the railways. The able work had been done since 
improvement in the working of 1947 in laying out both aar- 1 
the railways has also contribu- freed and unsurfaced roadh 
ted to the overall expansion in throughout the country* much 
growth in the ground still needs to be covered, 
country. Also, a good road can help In 

It may be recalled that the »dudng the cost of operation 
steady progress of the road °f vehicles, 
transport industry in this court- The Keskar Committee had 
try was recorded precisely .come to the conclusion that 
in throe years when the On a good road, the cost 
railways were becoming in- of operation could be half 
cmsfhgly inefficient. Because of that of a bad road. The 
the manufacturers were not Indian Productivity Team on 
sure of the time schedule either Road Transport which visited 
ft* receiving the raw materials West Germany, the UK and 
t* In despatching finished pro- the USA also came to the same 
ducts through the railways that conclusion. It was demonstrn- 
iSm had transferred their loyal- ted that the cost of haulage of 
tfts to tpad transporters. NOW goods per tonne-mile dedinpd 
that the railways are perform- sharply with increase incstpa- 
iog well the (oad transporters city of the vehicle. And cify 
,4fi|lidllBftgbftfripacit ofcompe. a good road could stand the 
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pressures of heavy, larje-fiztd 
vehicles. 

The critics of the govern¬ 
ment's road-building policy 
feel that the funds earmarked 
for this purpose have hitherto 
been extremely inadequate. 
According to Mr F.P. Antia 
who has been relentlessly fight¬ 
ing for increased funds for the 
road-building programme, the 
roads continue to be on suffer¬ 
ance as far as the official 
policy is concerned even though 
they are not a losing proposi¬ 
tion. It has been shown by 
him that since 1951 total in¬ 
come accruing to the centre as 
Well as the states from road 
transport has been far in excess 
of the total capital expenditure 
on new roads. 

Not only that the mileage of 
surfaced and non-surfaced roads 
in this country is inadequate, 
the number of vehicles plying 


is als6 very tnpll keeping in 
view the vast area of this 
country or its rising popula¬ 
tion. For example, in our 
country there are cnly three 
vehicles for every 1,000 popula¬ 
tion as against 12 in Sri Lanka, 
seven in Indonesia and 24 in 
Thailand. Similarly, the num¬ 
ber of vehicles per kilometre 
of roads are 1.4 in case of our 
country as against four for Sri 
Lanka, 10 for Indonesia and 31 
for Thailand. Here, our country 
has been compared only with 
the other developing countries 
in Asia and not with Japan 
where the number of vehicles 
per 1,000 population is as high 
as 257 and vehicles per kilo¬ 
metre of road is 27. 

All the tyre manufacturers 
are of the view that it is not the 
high excise duty on tyres alone 
which is responsible for the 
current recessionary tendencies. 


The totail burden of taxes 
borne by the read transport 
industry particularly the ejfcise 
duty cn high speed diesel is a 
big deterrent. Mr Chendcrkant 
S. Desai, chairman of Premier 
Tyres Limited, brought out 
this fact in a graphic manner 
in his speech at the sixteenth 
anrntal general ' meeting in 
December last year. Said 
Mr Desai : “At the time of 
international oil crisis in 1973 
our foreign exchange reserves 
were low and as the price of 
crude became five to six fold, 
without any notice, it became 
imperative to initiate immediate 
steps for cutting-back on 
our future imports of oil and 
as a disincentive for use of 
petroleum fuel excise duties 
on petroleum products were 
steeply raised. Jn this process 
high speed diesel which is the 
lifeblood of transport ir.dustiy 


* 

began and continues toattrset 
duty at 67per cent Cf tbe 'df- ‘ 
refinery pride. ’ Of the present 
consumption of high speed 
diesel at approximately eight 
million kilolitres, railways con¬ 
sume only about 10 percent' 
and thus the road transport 
industry contributes approxi¬ 
mately Rs 270 'crores out of 
aggregate Rs SCO crores as ex¬ 
cise duty on high speed diesei. 
Besides other imposts, excise 
duty at 67 per cent has literally 
been found backbreaking and 
the very viability of this indus¬ 
try is in peril”. 

The fifth five-year Plan is 
proposed to be re-cast by the 
Janata government. This is the 
second time that it will under¬ 
go revision. It is not known 
where the axe will fall. In the 
absence of the new contours 
of Ihc Plan, there is no option 
but to examine the part which 




This is what makes for riding comfort I 
OSuperb cushioning effect for smooth 
riding. Maximum riding comfort. 

O Bounded shoulders tackle ridge* 
effortlessly, making steering a real pleasure, 
O Perfect response to steering reduce* 
driver fatigue, especially on long drives, 
OSpecia! treed design ensures smooth, 
quiet and safe running on eny need surface. 

Premier Tyres are performance proved? 

Mr. As pi Oslsl want from Bombay to Madras to wfo 
two wants at ths 18th AU India Motor Kaos, 
racantly. Ha states, "Evan after driving fhoss 1,800 
.narva-racking kilometres I arrivsd in Madras 
absolutely trash and alert for the raee. It was the 
shock-absorbing cord body of Premier Tyres that 
took tha fatigue out of driving. The superb cushioning 
effect of Premier Tyres gives better steering oontiOl 
and makes driving really en)oyable". 

Vow have the oeturooee that Premier Tyree •' 
will give you an enjoyable ride, ovary time. 






PASTERN ECONOMIST' 


iv 



or goods truffle «*wtad 
'modes of 


% all 


tWtHSJKMt itl 


1#4, an l*cwa»eofl7Q million 
tonne# (-MW n«r cent) was 
foctoirari duriftg the Plan 
period. The portion earmarked 
io this increase tor road tnuuh 


port was 100 odium tonnes i.e. 
peed ipmsptyt was expected 
jfe raise its capacity to carry 
220 million tonnes of goods as 
sjjgainst 120 million tonnes in 


1974. Even if the target of the 
desired increase is reduced to 
75 million tonnes, it will ndt be 
possible to attain this goal 
overnight. 


interview 1 N- F* Cope 

* . . 11 1 . . . ' . . . . ** 

Slackness in tyre market 


Mr S.P. Chopra, Sank* Assistant Editor, Eastern ' 
Economist, recently Interviewed Mr N.F. Cope, Manning 
binder of Goodyear India Ud. 


Q. H^Aar tr the current state 
of the tyre Industry? Has 
there been any let-tip in the 
recession which gripped It 
daring the last two to three 
years ? 

A. Truly speaking, the re¬ 
cession is in the toad trans¬ 
port industry. Since it is still 
in bad shape, the tyre industry 
continues to experience reces¬ 
sionary tendencies. If the 
trucks do not move the tyres 
am not used, leading to a 
slackness in this market. 

Q Is it the reduced size of 
the market or the excess capa¬ 
city of the me •industry which 
Is responsible for Ihe recession? 

A. I think the major factor 
is the efficiency of the railways. 
A few years ago, the railways 
in this country were so ineffi¬ 
cient that manufacturers 
patronised the transporters 
even if they had to pay a little 
extra. Now that the railways 
gre doing better, many manu¬ 
facturers are swinging over 
or have switched hder from 
road transport oompeaies to 
railways, t «m uuw thenew 

_At would dot allow 

* railway to fo bat* «Oit» 
“1 vVMjpp- 

th&»> 'how 'Ml che 



activity would revive the 
languishing road transport 
industry which, in turn, would 
impart fresh life to the tyre 
industry. The key therefore is 
la die hands of the people who 
formulate its economic policy 
If they take such measures as 
would speed up the rate of 
growth of the economy, the 
tyre industry will once again 
experience sunshine. 

Q. Hare you approached 


the government with specific 
proposals which might help m 
assisting the tyre mdustsyl 

A. Yes, we have approached 
the government for relief m 
taxation not only for the tyre 
industry but for the transport 
industry as a whole. 

The high rates of taxation 
on diesel, trucks and tyres 
combine to thrust such a 
burden on road transport that 
at the prevailing rates of 
{height, their operations turn 
uneconomic. Once the road 
transport industry gets relief in 


taxation and is in a position to 
compete with the railways, the 
tyre industry will automatically 
lode up. 

The heavy burden of taxa¬ 
tion—a penalty—on road trans¬ 
port was understandable in 
the days when the railways 
were inefficient and non-com¬ 
petitive. Now there is an 
obvious case for relief in taxa¬ 
tion for road transport—not 
only in regard to excise on 
diesel but also on the trucks, 
the tyres, the octroi, etc. 

Q. Let’s turn our attention 
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at a profit They can 


.fit. *$***» write Mto 
as fine mwiM with fWlawto- 
«W 4f toe marts* Mt 
IftWx^mori wa» higher 
fiWfiJha* of thedfter twite, 
thtoffct was known to them 
before they embarked upon 
their ventnrea. But they went 
on to baitd their factories, 
aad then pleaded 'financial 
difficulties In order to yri an 
expire concession dot will 
five them a significant price 
advantage. In a highly compe¬ 
titive market a price differen¬ 
tial of ATS par cent is a very 
powerful marketing weapon. 

Also, the relief of 23 per 
cent in excise duty, which is 
given to new units, operates 
diflferently in the case of difife- 
rent manufacturers.' In the 
case of the scooter manu¬ 
facturers, the relief of 25 per 
ccjnt may be on an excise duty 
of 10 per cent (i.e. relief works 
out to 2.33 per cent on coet) 
while in the case of tyre indus¬ 
try it would apply 'on an 
excise duty of 55 per cent (j.e. 
Ngjtef works out *to ft.75 per 
cent oncost.) 

<Q. You are/or equal relief 
to all new units ; am laomctl 


Q. Lei ur torn ear, dim* 
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led capacity {or tyres i»1 tor 
mpro than toe stop of the 
marts* today. White toe pro* 
ducers have a capacity to 
manufacture seven million 
tyres, the market is atoned ‘4.4 


equates it to a luxury which it 
tehot. 

4}. But the tyre industry 
did not ask for a reduction in 
die excise duty during the 
years when there was acute 
shortage of tyres—why 1 

A. At that time throe was 
a price'control on tyres. And, 
the prices of tytes were not as 
high as they are today. At 
that time, the road transport 
industry was booming, and 
the operators could afford to 
pay the excise duty and 


taihtm thamebe qttty because 
you think the demand for 
tyres is price elastic. But do 
you think it witt help in boost¬ 
ing demand at a time when 
supply of tyres far exceeds 
wwir 

du While we asked for an 
adeqsate price increase, we 
did not anticipate that the 
excise duty will be kept at that 
high level of 55 per cent. 
Unfortunately, for the road 
transport industry, the boom 
ended in 1974 making it further 
difficult for them to afford this 
high price of tyres. The instal- 


Goodyear Exports 


this estimate ) 

Q. What about the export 
market for tyres! 

A. The manufacturers ape 
undertaking export of tyres to 
reduce the pressure of glut fit 
the domestic market. In 1975 
the industry exported around 
150,000 tyres, and the 1976 
export has gone up to 350,000 
tyres. The year 1977 pro¬ 
mises even better export perfor¬ 
mance, but exports alone cannot 
bridge this gap, nor a to exports 
profitable to the tyre companies. 
Even after taking all the inoeu- 


With 1977 flrW fuartar export aaloe crossing the rupees orts-crore-mark, Goodyear 
India has staged a major breakthrough in the export market. Concentrating on 
export of ‘giant* tyres, Goodyear truck, tractor and earthmover tyre* have found 
market acceptance, both within and outside the sub-continent, particularly In 
Africa and East European countries. 

'll f 

Goodyear Indie wee the first to export tractor tyres to Pakistan, by land route, after 
trade wee resumed between the two countries. Its truck tyre export to Uganda, 
again scored a first. Another high mark was winning large earthmover tyre 
orders for East European countries. 

According to Mr M.F. Cope, My^ihgleg Director, these orders were obtained against 
Stiff international competition*, BeaWee, tight delivery schedules, ouallty 
roquiremenie were paramount. He Is happy that Indian tyres measured up to the 
llrihpenttitofttffcMs MW dffte 



MrCohe tiMUti that Goridj^ India had to develop special compounds, within 
the stipulated delivery schedule far manufacturing tyres suited to the particular 
terrain and bfitoata. Aided i^t Our association with world's largest tyre company, 
' Jtop hf f fi d tyd}Q tofilto mea^iffldAP' to, international Quality standards, he added. 

TatWng Mfajft toe receeeto^dV conditions prevalent In the tyre Industry today, 
fifirtoPn toflA Wit the toMtojjpert of tyres, although significant and going up etch 
joptev'toti^rto absorb#fn|ttnM manufacturing capacity in the tyre Industry. 
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fives into account, the export 
of tyres is being made at a loss. 
But, it helps in keeping the 
workers in their jobs; otherwise 
they may have to be laid-off. 

The exporters are competing 
with such countries as South 
Korea where the tyre plants 
have been setup for export 
purposes only. In the years 
1974 and 1975, when there was 
a world-wide recession, the 
competition was real hard. 
There was some recovery in 
197$ but the tyre exporters 
have been working real hard— 
they have scratched the flesh 
and are now planning to reach 
up to the bones. 

Q. How do you compare 
the Indian tyre market with 
other similar market! in the 
world! 


A. The Indian tyre market, 
is unique. * > 

Q. Unique in whdt wayt | 

A. The tyre market has 
developed in this country in a 
way which is exclusively 
Indian. Here, the product mix 
and the distribution pattern is 
entirely different The market 
is largely truck tyre oriented; 
most operators are single 
truck owners, as opposed to 
large fleet ownership one comes 
across in the overseas market. 
Distribution-wise, there is a 
large number of small dealers 
operating at a very nominal 
profit. In the period of short¬ 
ages, all of them were able to 
live on this trade. Now their 
number has dwindled, but the 
main distributors are able to 
rationalise their operations. 


, <*. t What Uyaur dswsme n t 

fWmdt m km 
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♦ 

4- the concession to the 
neat units will expire in 1979. 
The old tyre units will no 
doubt suffer. The financial 
results of some of these units 
have already shewn declining 
trends. The Aiture does not 
hold any prospect of imme¬ 
diate recovery. 

Q. Will new units came up 
besides those which have 
alhady come up 7 

A. The Planning Commis¬ 
sion estimated that the demand 
for tyrSs in 1980 will be around 
11 million, if all the units 
which have been licensed or 
given letters of intent, the 
capacity will rise to that level 


femiib H fetvM sufe ifdfuM 1 
could be feted'tp m Wdf 

50 W© WtflpMeS IteMliPV 
demand mtei 

lefehted 4Jgbt Wnioa tyiw in 
1989 but fetwh depends upon 
the way the economy, grows ha 

the neat three to four years. 

* 

1 * 

An unhealthy development 
in this country is the clamour 
of every state to have its wvtt 
tyre plant. Small-sized plants 
run by small companies hardly 
generate efficient working. For 
instance, in the USA where ‘ 
the size of the tyre market la * 
many times that of India, the 
number of companies handling 
this product is less than the 
number of Indian companies. 
Obviously a policy of many 
small companies does not 
result in economies of scale. 



BAsnaiq,, economist 


vtfi, 




.Wanted i A natewt policy for 
road transport industry 

C. R. Matarajaa 


i » J d * 

W m# a short span of km 
than 12 months the tyre Industry 
has witnessed a radical change. 
What Vasa seders’ market has 
become a buyers' market. This 
condition is not due to over¬ 
production but because of a 
sudden, steep Ml in demand 
for tyres. The demand for 
tyres is directly linked with the 
health and profitable Operation 
of the rotd transport industry. 
The removal of the ills that 
afflict the road transport in- 
dnstry should be the primary 
task* 

Vtriad Fnrma 

India is the only country 
where, travelling across the 
length and breadth of this vast 
land, one experiences transpor¬ 
tation in difffcrent forms, per¬ 
haps the most feudal ones. One 
human being may be can* 
ried by another human bring* 
whether on shoulders or In a 
convenient contraption while 
another may enjoy the comfort 
of the modem jet aircraft. 
One may travel in bollock 
curt, horse back, bicycle, cycle 
rickshaw, the public transport 
—train and bases, or foe auto¬ 
mobile. The people of this 
country live in tRitiWri ages 
in the net timt-ffttfer tftd 
foe tmwpaji (tyMfefo ttyfeMw 
unit tfld ftt jqiiodM'dmd 

moye« forward srifoMh^mriting 
ife moorings. Tb^ different 
n^desofti^M^ammm^ 

towa Atlkw Ale 


ah evolution and is evident from .profitable levels by having 
the fact that in the past few fetiraJ^ales tax check posts, 
years the rkkshawpullers are apt to mention other on-the- 
gradually replaced by tite cycle , pot c h eck s on the highways 


rickshawwallas, the palanquins 
of yore have given riby to. the 
embellished bullock cart or 
the horse-drawn carriage. In 
some of the cities we still have 
the ho rs e-dr awn carriage ambl¬ 
ing ride by aide with automo¬ 
biles, bat these am mom used 
by those who want to have the 
satisfaction of slow travel to 
absorb the sights of a city and 
perhaps have an emotional 
satisfaction provided by the 
nowdtyl 

the operational efficiency 


Mr C.R. Natarajan la the 
Vice-President (Marketing) 
of ApojJo Tyree Ltd. 


and profitability is in no small 
measure contributed by maxi¬ 
mum utilisation of the machine 
had this principle is very much 
in evidence in the operation of 
the Indian Airlines. It is with 
this object in view, namely to 
hasp the wheels moving, the 
railways am modernising tracks, 
incmasing the speed of trains 
and reducing foe turn-about 
time. The increased fieri utk 
iisation of the passenger bus 
transport systems is given top 
priority by the administrators 
fj» it* 


govern* 

mtsd k therefore. folly aware 
qMfowfitefoiftj hwftWMrasfoe "df'fofe may appreciate this 
*M$n !*?*#** *• aspect; yet fell difficult to 


Dr the iMui demtt la foe 

Mdtdm dt teafotfoft fottMti thi. 

Sli * 


awwefifoy the goods trans- 
>est«ysfem fc subjected <o bet- 
fleet utHisa* 
tferiggnafeefosip M and un* 


i and elsewhere. Even at the 
international borders one does 
not find ii many trucks parked 
for as clearance at the customs 
Check-posts, 

Curbs on Movement 

The restriction on free 
movement of trucks, the harass¬ 
ment to which the transport 
operators are subjected and the 
consequent reduced utilisation 
of the fleet is a waste to foe 
national exchequer. The lower 
profitability of the transport 
operator reduces the flow of 
capital into this sector and 
the high cost of collection of 
octroi leaves only a small per¬ 
centage to the exchequer. The 
levy of octroi is an anachronism 
in this century, the very concept 
of octroi being medieval appli¬ 
cable only to city states. .Over 
all them yean there has been 
a continuous increase in the 
octroi levy—why this increase? 
Primarily because with the levy 
of octroi, the business opera- 
'tints moee outside the octroi 
Emits and to compensate for 
tike drop in collection, the 
, percentage of octroi is increas- 
««#** The cycle repeats itself. 

*»» At for sales tax, what ori- 
gflfeHy started off as a very 
Small percentage has now 
reached the level of the per- 
rimai income-tax in the middle 
llWri safety scale in some 
tifefotriss. The rate of sales 
fog varies from state to 
state. The auxiliary levies 
JUoh as the turn-over tax, sur¬ 


:&■ ' 


tax etc. were all added from 
year to year The Constitution 
of India says that India is one 

and indivisible and it is very 
difficult to accept why differ¬ 
ent states should have such a 
a' variation m the levy of 
sales tax on the same com¬ 
modity. Enough time has been 
spent, representations have been 
made, recommendations by 
sub-committees have been for¬ 
mulated over the last few years 
on octroi and sales tax but for 
some unknown reason instead 
of any relief there is a conti¬ 
nuous increase m the burden. 
It is high time that an action 
cell is organised in the ministry 
of Transport to study these 
problems and give relief to 
operators. The removal of 
sales tax checkposts and octroi 
nakas would eliminate perhaps 
the one single major bottle¬ 
neck throttling the road trans¬ 
port industry. 

Laval af Taxation 

The increasing level of taxa¬ 
tion to which the road trans¬ 
port industry has been subject¬ 
ed over the years, be it goods 
transport or passenger trans¬ 
port, does not have to be subs¬ 
tantiated by quoting statistics. 
The sickness of the industry 
has been largely due f» foe 
small doses of this poison with¬ 
out respite. 

Even the most ardent advo¬ 
cate will find it difficult fo pre¬ 
sent a convincing aam in 
favour of the preferential treat¬ 
ment given to the railways vis- 
a-vis the road transport indus¬ 
try during the last few years. 
Lucrative areas of long distance 
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movement o t iueh goods by 
road. Inn country as vast 
as India* the railways have a 
definite role to play at much 
as the airlines and the animal- 
drawn vehicles jin the Items, 
tot why not have a co-ordinat¬ 
ed development plan for each 
sector gHng foil opportunity 
to its own genius and adapt¬ 
ability? this is a million dol¬ 
lar question that begs for an 
answer. 

* 

Negative Influence 

Thorn is one aspect which 
may perhaps be used to 
explain that them is no impar¬ 
tiality Viz. the public sector 
passenger road transport under- 
taldogs also suffer from the 
same malady of Ugh taxation. 
We, as a nation, ape interested 
in growth not in gradual dege¬ 
neration. Almost every state 
trdatyort undertaking has 
raedkad n stage whom its 


high consumption of foel-a 
luxury we can ill afford. 

Employment Potential 

Hoad transport is vital for 
a country such as India. The 
employment opportunity gene¬ 
rated by road transport has 
been estimated between six 
and eight times morn than the 
railways, The flexibility of 
road transport, not only in 
terms of the kind of goods car¬ 
ried tot also in tonus of viabi¬ 
lity to reach even the remote 
comers of this country, is an 
asset which, if properly utilis¬ 
ed, would contribute to integ¬ 
ration in no small measure. 
Automobiles may be produced 
by the tinge industrial estab¬ 
lishments tot the small-scale 
ancillary industries that are 
dependent on the automobile 
industry are myriad. White 
die railways have the pride of 


The efficiency of the road 
transport system is patent; 
otherwise with the high cost Of 
operation due to rising foe! 
prices, the increase in cost of 
the vehicles and taxation, the 
industry would not have sur¬ 
vived even when the efficiency 


lotto goods imported .taipffi- 
cbdly th| 

customs barriers and agtoed 
from one place to teettyt; it 
also means fater-state transport 
of prohibited goods and id this 
respect every form of trans¬ 
port has been umd and to 
single out the goods ttens-, 
port industry as having diced 
all the crisis because of eUnda*- 
tion of smuggling is extremely 
unfair. 

There Is no denying the fact 
that the efficiency of the rail¬ 
ways did improve during the 
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CEAT: Rising Production and Exports 

Ceat Tyres of India's output has crossed for the 
first time the milllon-merk, with the actual output of 
1,019 million numbers In 1979. The production In 
tonnage hat also been the highest reaching nearly 
3,000 tonnes. The exports have reached an all-time 
pete at Re 4.7 croree against Re 1.47 croree f.o.b. In 
the previous year. 

Cast hat Uncreated its production by 91 per cent 
oyer 1975, despite constraints on the use of power. 
According to the manogament, the factory worked to 
its full capacity by Judicious planning and adjustment 
In ite operations. The company succeeded In sailing 
Its entire production in the race of recessionary 
trends in the tyre industry. 

The tyre Industry had undertaken to export goods 
worth Re 29.90 crotes f,o.b. during the year ended 
September 90,1970, Ceat was the only member of 
title industry which could not only moot but exceed the 
quota fixed at Re 4,99 croroi f.o-o. 

Ceat has obtained an Industrial licence for the 
manufacture of 190,000 automotive tyres and tubes 
par annum alt Its Bhandup (Bombay) plant In addition 
to the import obligation, which was Imposed at the 
time of the previous industrial licence, it will he 
required, as a condition to title Industrial licence, to 
export 10 per .pent of Ite total production after the 
expansion has been completed. The expanded capa¬ 
city (a likely to go Into production In the second half 
flf 107®. 

H The menaaomont it facing the difficult problem of 
1 raw materials and Increased interest 
It cannot be offset by raising the prices 
due to market conditions, Another 
hlch contributes to lower nuwBtaft, I* 
met exports which the compbny Ip to 
irt of lia commitment to the gdvefn- 
heve continued to he uneconomical, 
mtivee offered by the government due 
ompetittofl offered by tile giant interna* 
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new Apollo tyres 

All Outperiormers, none outpriced. 


Rajdtauai: Designed for high speeds 
on good roads. Deep tread design ensures 
maximum original mileage. Specially 
angled tread grooves avoid stone 
trapping Extra reinforced shoulder 
buttresses provide for wide flat road 
contact for even load distribution. 

Special shoulder grooves ensure heat 
dissipation, prevent heat buildup and 
prolong tyre life Offers more retreads. 

Sardar: Unique Premium Cross Lug 
Nylon drive wheel tyre suitable for high 


speed operations. Special design offers 
cooler running and non-skid properties. 
Wider, flatter tread puts more rubber 
on the road for greater stability, greater 
mileage. The nylon casing of unusual 
strength offers good resistance to heat 
blowouts and ensures more retreads. 

Balwant: Rugged fMCfoiuM tyre for 
all types of surfaces. Reinforced casing 
defies impact breaks and ensures 
many retreads 

Bahadur—coming earn! Steel belted 
radial, India’s first. An all-wheel tyre 
for high speed operation. Gives you 
twice the mileage of conventional tyres. 

Apollo’s technology: OMal to the flnest 
la tho wotH! Apollo’s technical 
collaborator General 19m International 

know-how regarded by experts ns being 


among the finest in the world. The plant 
features folly-automated machinery that 
reduces the chance of human error to 
practicallynil. 

Tape controlled tyre buBdbig MMftfae: 
Automatically asscmMesand co m pre sses 
tyre components like rubber! sed plies, 
breakers, chafers, steel wire beads, treads 
and sidewalls. The tape controlled mecha* 
nism ensures uniform distribution of 
components and helps produce a 
dynamically balanced tyre, Conventional 
methods rely heavily on operator-efficiency. 

X-rayed to perfection: A Pickers X-ray unit 
examines each tyre during and after manu¬ 
facture. Its fool-proof vigilance make 
sure no faults ever creep into an Apollo 
re—your final guarantee and proof of 
te special care we take to give you tyres 
you can trust 
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period of the 
the road transport industry 
was sot thriving only on the 
inefficiency of the railways. 
Like many industries in this 
country the road transport 
industry was also not geared to 
meet the sudden changes in the 
climate of operations such as 
high cost of fuel, killing inci¬ 
dence of taxation, the lew uti¬ 
lisation of vehicles because of 
the checkposts, the conse¬ 
quent harassment and above 
all the lack of reserve resourc¬ 
es. If the public sector state- 
owned passenger transport sys¬ 


tem is finding it difficult to 
operate profitably because of 
these factors, how can the 
small-scale operators who form 
over 80 per cent of the goods 
vehicle owners be expected to 
have the requisite finances? 

One is sorely tempted to pre¬ 
sent the various statistical data 
to drive heme the point but 
this will only be an exercise in 
futility since such statistics have 
been studied and accepted. 
What is required is action, for¬ 
mulation of a national policy 
where every form of transport 
must be given its due place in 


our national economy, r the 
opportunity to complement 
each other, to compete where 
such competition will improve 
efficiency and to achieve an 
integration which will have 
long-term benefits. 

Assuming that all fetters are 
removed the road transport 
industry cannot afford to rest 
on its oars; it must have very 
clear objectives and a few of 
them can easily be spelt out. 
The first priority must be to 
improve the efficiency of its 
operations through proper 
vehicle maintenance, restraint 


on loads (elimination of over¬ 
loading of the vehicles)* «fet 
agreement to have profitable 
freight rates without unhealthy 
competition and a common 
forum in different states with 
an all-India apex body OOt 
only to represent the grievanc¬ 
es but also to exercise the no* 
cessary discipline and control. 

The road transport industry 
has a contribution to make in 
the nation’s goal to achieve 
prosperity. It should be given 
an opportunity without rest¬ 
raints to do its bit which will 
be quite substantial. 


Revitalise road transport 

V. C. Viswanathan 


The Janata government has 
set the aim of generating maxi¬ 
mum employment potential in 
the country with a view to 
totally eliminating unemploy¬ 
ment within a period of ten 
years. Encouraging road trans¬ 
port will give immediate and 
tangible benefits, and coupled 
with a massive read-building 
and improvement programme, 
it should be possible to keep 
millions of idle hands fruitfully 
employed. 

The need to revitalise read 
transport is urgent. It is 
estimated that the movement 
of commercial goods by road 
alone keeps in employment 
over 1.6 million persons includ¬ 
ing 2C0.CC0 small-scale entre¬ 
preneurs most of whom aic 
single lorry owners/operators. 

Employment Potential 

A recent study has revealed 
that for the same quantum of 
investment, the road transport 
industry can give employment 
to JOO people against the rail- 


vajs J9, and unall-aale indut- 
tiy 17. 

Dining the r ast 20 months 
period, theie hasj teen an esti¬ 
mated 35 per cent drop in read 
fi eight movement affecting the 
livelihood of over half a million 
families. 

The development of the rural 
economy is very much depen¬ 
dent on the distribution of agri¬ 
cultural produce and rural con¬ 
sumption goods. Road trans- 


Mr V. C. Viswanathan is 
the Sales Manager of 
Madras Rubber Factory 
Limited. 


port alone has the ability to 
bring the remote villages and 
the rural population into a 
national marketing and distri¬ 
bution network. 

To make road transport 
viable, it is imperative that the 
operating costs should be 
reduced. Fuel, tyres and spares 
constitute the major cost of 
operating a truck. Only a 


significant cost reduction in this 
area can make trucking business 
economically viable. The excise 
duty currently levied should 
be reduced as follows; 


From To 
(per cent) 


High speed diesel oil 

67 

35 

Truck tyres 

55 

25 

Automobile spare 



parts 

20 

10 


The apparent loss in revenue 
by this reduction in excise duty 
will be more than made up by 
increased volume of road trans¬ 
port activity which will result 
in higher production and excise 
collection from allied industries 
such as the tyre industry. 

It is also necessary that all 
impediments and restrictions on 
inter-state movement of goods 
should be removed. Over one- 
third of the total journey time 
of a transport carrier is wasted 
at the checkposts resulting in 
increased fuel cost apart from 
costly delays. Abolition of all 
octroi duties and checkposts 
would be a greater boon to the 

a ‘ • 1 
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transport carrier as it would 
save him considerable time and 
money. 

It is hoped the government 
would soon bring in a legisla¬ 
tion to do away with the collec¬ 
tion of sales tax, and replace 
it with a suitable alternative 
tax paid at source. 

Roads are self-generating 
assets. The more money we 
invest in them, the more do 
they generate development in 
other sectors of the economy. 
This has been the experience of 
all countries. Not only is there 
a need to expand the existing 
road network but equally to 
improve the existing roads. It 
was estimated by the Keskar 
Committee in 1967 that the 
poor condition of our roods 
was causing a national loss of 
Rs 150 crores per annum. 
Today the loss would be around 
Rs 800 crores. 

Thus from the point of view 
of employment generation as 
well as rural uplift, the road 
transport industry needs to he 
revitalised. 
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UTTAR PRADESH 

HAS KEPT ITS PROMISE TO THE PEOPLE 

Its progress in industry proves the point 

The progress of Industries in U.P. has been phenomenal. During the period 1965-76: 

The number of factories registered under the Indian Factories Act Increased from 3,182 
to 5,079. 

The number of Small Scale Units registered with the Directorate of Industries increased 
from 11,700 to 40,000. 

industrial production went up by 301 per cent. 

Implementation of Central Sector Projects Increased from 6 to 16 Involving an Investment 
of Rs. 290 crores. 

The number of implemented Industrial Licences swelled from 132 to 604 and investment 
thereon increased from Rs. 272 crores to Rs. 717 crores. 

Nine Joint Sector Projects launched, 25 more are under Implementation. 

Exports rose from Rs 28 crores to Rs. 60 crores. 

33 Industrial complexes with an investment of Rs. 1,100 crores are being set up. 

Now the biggest cement project of S E. Asia is being set up at a cost of Rs. 72 crores. 

New major projects In U P. 

Mathura Oil Refinery — Rs. 350 crores 

Fertilizer Factory, Phoolpur (Allahabad) Rs. 167 crores. 

10 Spinning Mills—-3 already in production. 

21 Sugar Mills—3 already in production. 

Uttar Pradesh Where Progress Is a Crusade. 

Issued by 

DIRECTOR OF INFORMATION A PUBLIC RELATIONS, 

GOVERNMENT OF UTTAR PRADESH. 
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Solid rubber lyres for bullock carls 


A solid rubber tyre for bullock 
parts, developed by Firestone, 
was introduced recently. 

The solid rubber tyre can be 
fitted on the wooden wheels of 
the bullock cart using a special 
rim which has been developed 
for this purpose. 

Firestone has also brought 
out an all-steel wheel fitted 
with the solid rubber tyre. 

The new rubber-tyred steel 
wheels are easy to fit. All one 
has to do is to remove the 
wooden wheels, and slide the 
new wheels on to the existing 
axle. No alterations are requir¬ 
ed, nor are sophisticated work¬ 
shops necessary. 

Advantages 

The solid rubber tyre has 
many advantages over the 
pneumatic tyres now used on 
some bullock carts operating on 
city roads. Unlike pneumatic 
tyres, the solid tyres are not 
susceptible to punctures. Solid 
tyres permit the use of existing 
wheels and cart frame while 
pneumatic tyres involve re¬ 
designing the bullock cart and 
using a special axle. 

The large wheels fitted with 
the new solid tyres minimise 
road damage, and are more 
suitable to kutcha village roads 
and tracks which are likely to 
be flooded or overgrown with 
vegetation. 

Field trials have shown that 
bullock carts fitted with rubber- 
tyred steel wheels can carry 50 
percent mote load. This means 
at least a one-third increase in 
Ifcp Parhidgs of the bullock-cart 
***• , . 



Alternatively, a two-bullock 
cart can be converted Into a 
single-bullock cart—a big sav¬ 
ing. 

Drivers found that the 
rubber-tyred wheels reduced 
bullock fatigue. Jolts were 
fewer. If the wheels got caught 
in a rut, the bounce in the 
rubber-tyre would help to 
release it quickly. Formerly, 
the driver had to get down and 
put his shoulder to the wheel 
when it got stuck. 

According to Firestone 

officials the rubber-tyred steel 

wheels cost less than the rubber- 

tyred wooden wheels. A pair 

of conventional wooden wheels 

cost around Rs 1,150. The 

cost of tyres and rims to be 
♦ 


fitted on these wooden wheels 
works out to Rs 1,054—a total 
of Rs 2,204. Against this, two 
rubber-tyred steel wheels costs 
only Rs 1,824. A tyre is expect¬ 
ed to last three to four years. 

Wooden wheels vary in size 
from area to area and, some¬ 
times, even on the same cart. 
Also, good quality timber for 
making wooden wheels is be¬ 
coming scarce. Standard-size 
steel wheels are, therefore, 
regarded as a better proposition. 
The design is so simple that 
they can be fabricated even by 
a village blacksmith. 

The wear and tear on roads 
will be less if bullock carts are 
fitted with these rubber-tyred 
wheels. 


The use of rubber tyres on 
bullock carts win create addi¬ 
tional demand for natural 
rubber, a surplus of which Is 
causing concern. Hence, the 
extra demand for natural 
rubber would be welcomed by 
rubber planters. Firestone 
officials have also hinted at 
export possibilities. 

The design for the new solid 
rubber tyre and rim, and for 
the all-steel wheels, was dove- 
loped in India by Indian tech¬ 
nologists, drawing on a rim 
technology made available to 
them by The Firestone Tire A 
Rubber Co of USA. Firestone 
men said they were proud to 
have come up with "appropriate 
technology" of practical value 
to people in rural areas. 
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LINOLEUM 

-the decorative floor-covering 

used everywhere for • number of good reasons I 


o mcnTcma 

Avdllable In vivid colour* 
attractive pattema and pleating 
detigna-greater eye-appeal I 
» FASY-TO-LAY 

No intricate processes Involved 
- the Instant floor»coverlng1 

» MOST HYGIENIC 
Oust and-dirt-proOl—easy to 
clean-keeps Interiors hygienic 
end clean I 


Abaorba sound effectively — 
the 'huah-huah' floor-covering I 

• UWG LASTING 

Tough enough to take any 
punishment-end lasts 
longer I 

• VALUE FOR MONEY 
Matches your needs—and 
your budget I 




LINOLEUM comes to job 
to fotur distinctive types: 
Plains, Jaspee, 
Xoirelux A Printed*. 
Also available:Lino Tiles 
in Plains and Jaspee. 


nmu. linoleums 

LIMITED 

m. n. 14. Mukherje* Road, 
Cdcutn-700001 Pb. 22-J49J 
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The acting ‘president's 

ailment is described as “cervical spondy¬ 
litis”. The Indian Express has thought¬ 
fully explained that this “disease affects 
the upper portions of the spine”. Mr 
Jatti ought to be grateful. People now 
have physical proof that he has a spine. 
Does this improve his chances of being 
the next elected president? I confess I 
cannot even hazard a guess. Spines are 
not readily saleable merchandise in poli¬ 
tics. Going by the record, they are also 
apt to be out of place in Rashtrapati 
Bhavan. Mr Jatti, 1 suppose, is not altoge¬ 
ther happy that, thanks to Mr Charan 
Singh, his spine is to be tested so early 
in the game. Come to think of it, the 
acting president’s illness may be psychoso¬ 
matic. 

Presidents (barring, always, Big Daddy 
Idi Amin) and prime ministers (barring, 
for the present, Mr Morarji Desai, who 
has been in office only for about a month) 
are a harried crowd these days. Look at 
Mr Bhutto. The man is so demoralised 
that he has started worrying about his 
place in history. Not without reason, 
however. History, as we all know, has 
somewhere in its backyard a whole row 
of dustbins. Mr Bhutto, nevertheless, 
may at least be proud of the quality of 
the people who may soon be consigning 
him to one of them. These “ordinary” men 
and women of Pakistan refuse to recognise 
his divine right to rule and are fighting 
it out on the streets. These valiant people 
have not let themselves be cowed down 


Gandhi chosen to attempt tp rig the elec¬ 
tion in favour of her party and Succeeded 
in the attempt. Would our, people have 
risen in revolt as the people across the 
border have done? I doubt it and I feel 
humble, indeed, in contemplation of the 
fury which large numbers of people from 
almost every walk of life have unleashed 
against the Bhutto regime. I wonder whe¬ 
ther Mr George Fernandes has this sense 
of humility. He probably, hasn’t. It will 
be quite in character if he were to feel 
that such pitiful attempts as he might 
have made at violent revolution were of 
immense significance to the course of 
recent political history. 

To go back to the 

people’s revolt in Pakistan, I notice that, 
whereas Mr Bhutto has choked off the 
domestic press, he has exempted corres¬ 
pondents representing foreign news agen¬ 
cies or newspapers from pre-censorship. 
This may explain at least partly the gene¬ 
rally sympathetic notice his troubles are 
receiving in press reports or comments 
appearing in the United States, Britain or 
elsewhere. By the same token, at least 
some of the harsh treatment which Mrs 
Gandhi’s emergency regime received in 
the western newspapers or periodicals 
might have been due to its ham-fisted 
handling of the foreign news media. At 
this distance in time, thoughts of Mr V.C. 
Shukla’s foolishness amuse me more than 
his gangsterism had ever infuriated me. 
He did not have the wit to realise that a 


the best president the Americans couid 
have. Currently, it is still trying to sell 
Mr Bhutto to the people of Pakistan as no 
second-hand car salesman has ever put 
himself out to turn some old jaiopy into 
cash. There surely was some way of per¬ 
suading The Economist to advise the 
Indians that Mrs Gandhi, most probably, 
knew best what was good for them. Mr 
Shukla, evidently, did not have a clue. 

The capital’sncwspapersare returning to 
normal. People who had changed over from 
The Times of India to The Statesman , thanks 
to Mr Shukla, seem to be returning to 
their old allegiance because of the former's 
superior news coverage. Similarly, those 
who had shifted their custom from The 
Hindustan Times to The Indian Express 
no longer see any reason for putting up 
with their loss of status. Among other 
signs of restored normalcy is the revival 
of the “Editor's Notebook” in The Indian 
Express . Ever the Cerberus of the public 
inters!, S.M. has warned the nation of the 
threat from M1SA detenus banding 
together to win recognition and rewards 
for their services to the country. He also 
worries over people falsely claiming to 
have gone underground during the emer¬ 
gency. I submit that he is unduly sus¬ 
picious. After all going underground is not 
so difficult. Many journalists did it during 
the emergency, simply by not writing until 
it was safe to write again. By the way, 
who is S.M.’s “cynical friend”? The same 
as that “little bird” from the Compleat 
Journalist’s book of mythical fauna? 


by all the resources of state power which 
they have been confronted with. Their 
embattled response to rule by force or 
fraud is in refreshing contrast to the fear¬ 
ful or bemused acceptance of tyranny by 
the mass of the people of this country in 
the wake of the emergency. 

At this point I am tempted to speculate 
on what might have happened had Mrs 


little tact on his part might have made a 
lot of difference to the way some at least 
of the foreign press looked at the emer¬ 
gency and its works. The Economist 
(London), for instance, was arguing 
throughout the Vietnam war that Mr 
Nixon was the best American president 
the Vietnamese could have and, all 
through Watergate, that Mr Nixon was 


MOVING 


People's consciences are 

suddenly becoming tender to a degree which 
no tundoor has yet been able to achieve 
with the primest of freshly-killed chicken. Dr 
L.M. Singhvi has “resigned as the advo¬ 
cate-general of Rajasthan owing to report¬ 
ed differences with the state government 
on the issue of the dissolution of the state 
assembly”. Reporting this historic event, 
Samachar notes that Dr Singhvi had held 
this office for the last five years. No com¬ 
ment is necessary, but to complete the 
record, it may be added that, during the 
greater part of those five years, the 


FINGER 


advocate-general of Rajasthan was in 
residence in New 
Delhi and not 
Jaipur. 
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CAPITAL'S 

CORRIDORS 

R. C. Ummat 

Rabi procurement problems * Soviet collabora 
tion in steel * BHEL's performance 


Even though no target has been fixed 
for the procurement of rabi grains during 
the current marketing season, the union 
government is anxious that all the grain 
offered for procurement at the stipulated 
prices of Rs 110 per quintal for fair ave¬ 
rage quality wheat, Rs 65 per quintal for 
barley and Rs 95 per quental for gram 
should be picked up by governmental 
agencies without harassment to the farming 
community. 

watch dog committees 

In pursuance of this objective, the minis¬ 
ter for Agriculture and Irrigation, Mr 
Parkash Singh Badal, has addressed a per¬ 
sonal letter to the state chief ministers 
stressing the need for reviewing procure¬ 
ment arrangements so as to ensure their 
adequacy. The state chief ministers have 
been requested to examine the possibilities 
of setting up small committees at the 
state level to keep a close watch over 
weekly/fortnightly procurement so that 
the procurement machinery can be streng¬ 
thened, if necessary. The setting up of 
similar committees at the district level 
with non-official participation has also 
been suggested. It has been further re¬ 
commended that the district magistrates 
may be made responsible for keeping a 
watch over the situation in cousultation 
with the district managers of the Food 
Corporation of India. Mr Badal as well 
visited during the last few days some 
mandis in Punjab, which supply nearly 
50 per cent stocks of wheat to the central 
pool, to study the arrangements made for 
procurement. 

The minister for Agriculture and Irri¬ 
gation is understood to have been obliged 
to address the above communication to 


the state chief ministers following discon¬ 
certing reports about a possible confronta¬ 
tion between the central government, 
formed recently by the Janata party, and 
the major wheat-producing states where 
the Congress ministries are in power. 
Presumably sulking under the crushing 
defeat which the Congress suffered during 
the last Lok Sabha election, some state 
governments said to be dragging their feet 
in organising efficient procurement opera¬ 
tions. In one case, inadequacy of funds 
is being trotted out as an excuse for not 
fully energising the state government 
machinery for this purpose. The result 
has been that at some centres in this 
state, the farmers have had to part with 
their produce to traders at prices much 
below the procurement prices. 

wooing the electorate 

It is interesting to note that while, on 
the one hand, the state government con¬ 
cerned is reported to be pleading inade¬ 
quacy of funds for organising procure¬ 
ment operations, on the other hand, it has 
announced only recently wide-ranging 
concessions. This was done, presumably, 
with a view to wooing the electorate in 
the state legislature poll likely to be held 
in early June, following the advice tender¬ 
ed by the union Home minister, Mr Charan 
Singh, to the chief ministers of the nine 
northern states where the Congress was 
routed in the Lok Sabha poll that they 
should advice the governors to dissolve 
assemblies in order to provide the people 
an apportunity to elect new representative 
governments. 

Instances of foodgrain prices piercing 
the support levels, of course, were not 
found wanting last year Also. But the 


primary reason for that was that the 
produce offered was not of the requisite 
quality and the prices had to be discount¬ 
ed correspondingly. The high moisture 
content in the recent wheat offerings is 
understood to have been made an excuse 
for reduction in the price paid by the pro¬ 
curement agencies of some state govern¬ 
ments; some farmers are reported to have 
been obliged to part with their produce 
at as low a price as Rs 100 per quintal, 
after the procurement agencies rejected 
their offerings. In some cases, these very 
offerings are reported to have been accept¬ 
ed when made by the traders. 

mistaken belief 

The above attempts possibly are being 
made to thwart procurement operations 
in order to embarass the central govern¬ 
ment in the mistaken belief that the blame 
can always be put on the centre. But, 
surely, the farming community will be 
able to see through the game; it has 
abundantly shown its shrewdness during 
the Lok Sabha election, it is high time 
that the state governments realised their 
responsibility and refrained from inject¬ 
ing policies into food matters against 
which the Congress itself had been so 
vociferous. 

Perhaps, the centre ultimately will have 
to ask the Food Corporation of India 
to extend its network of procurement 
centres. 

Incidentaly, Mr Badal has also appealed 
to farmers that since the procurement 
prices have been fixed for fairly average 
quality grains, they should take care of , 
cleaning and drying their produce properly 
before offering for procurement so that it 
is not subjected to price cuts due to below 
average quality. 

* * 

Notwithstanding the declaration of the 
central government that it continues to 
favour economic cooperation and collabo¬ 
ration with the Soviet Union, the decision 
to complete the second stage of Bokaro 
steelworks, which envisages the expan¬ 
sion of this plant from 2.5 million tonnes 
to four million tonnes ingots capacity, is 
being interpreted in some circles as an 
evidence of cooling off of relations with 
the Soviet Union. The Bokaro steelworks 
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has recently been completed to produce 
1.7 million tonnes ingot steel and is being 
currently expanded to 2.5 million tonnes 
capacity in terms of the decision taken 
about three years ago to reach this level 
of capacity on a continuous basis instead 
of having the first stage to produce 1.7 
million tonnes ingots and 0.8 million 
tonnes pig iron and then proceeding with 
the expansion to four million tonnes 
capacity. 

The decision to go on our own to ex¬ 
pand the Bokaro steelworks to four mil¬ 
lion tonnes capacity, however, seems to 
have its genesis in the paucity of funds to 
go ahead with long gestation industrial 
projects without resort to deficit financing 
and inflationary fiscal policies and also to 
some extent in the very comfortable steel 
supply position as a result of which nearly 
2.43 million tonnes saleable steel was 
exported last year. 

towards self-reliance 

Feeling, it is understood, is growing that 
some delay in the expansion of Bokaro 
to four million tonnes stage that would 
be caused by dependence wholly on indi¬ 
genous sources of equipment supplies 
would not matter much in so far as the 
overall availability of steel is concerned. 
Another advantage would be the attain¬ 
ment of complete self-reliance in setting 
up steel plants. This, it is thought, would 
improve the prospects of exporting steel 
technology as well as equipment to the 
neighbouring developing countries, a sig¬ 
nificant achievement in which respect has 
been the recent securing by the Metallur¬ 
gical and Engineering Consultants 
(MECON), a subsidiary of the Steel 
Authority of India (SAIL), of two con¬ 
sultancy contracts from Nigeria and 
Liberia for planning the construction of 
integrated steelworks there. 

The expansion of Bokaro to four mil¬ 
lion tonnes envisages primarily the setting 
up of a rolling mill complex and some 
ancillary facilities at a cost of approxi¬ 
mately Rs 400 crores, which, it is felt, 
can be competently manufactured indi¬ 
genously through the availability 
of technical know-how with MECON 
and of manufacturing capacity with the 
Heavy Engineering Corporation and other 


industrial complexes. In fact, the Soviet 
Union is stated to have been consulted in 
this regard. 

So far as the expansion of Bhilai from 
2.5 million tonnes to four million tonnes 
is concerned, no change in programme is 
envisaged; according to the Steel and 
Mines ministry sources, this expansion 
programme is proceeding according to 
schedule with Soviet collaboration. 

The expansion of Bhilai is envisaged to 
be completed by 1981-82. It is felt that 
the Bokaro plant would also be expand¬ 
ed to four million tonnes capacity through 
our own efforts by that year with the ex¬ 
ception of one blast furnace which may 
be commissioned in 1983-84. Earlier, the 
Bokaro project was expected to reach the 
four million tonnes capacity by the close 
of the current decade. 

As a result of the decision to go on our 
own in regard to Bokaro expansion, the 
programmes of setting up two new steel 
plants at Vijayanagaram and Visakhapat- 
nam may have to be delayed somewhat 
for these two plants also are to be set up 
completely on our own. 

* * 

The Bharat Heavy Electricals Limited 
(BHEL) is understood to have again tur¬ 


ned in during the year just gone by an 
impressive performance. It is likely to 
yield a pre-tax profit of Rs 58 crores during 
this year, as against Rs 55 crores during 
1975-76. 

The total turnover of the corporation 
in 1976-77 amounted to about Rs 432 
crores, as against approximately Rs 415 
crores in the previous year. The BHEL 
equipment commissioned for power gene¬ 
ration during 1976-77 was of the order 
of 1,500 MW - slightly more than the 
cquipmen t commissioned in the previous 
year, even though 3,435 MW equipment 
was made available for installation. 

The target of turnover for the current 
financial year is expected to be put around 
Rs 550 crores and that of profit before 
tax around Rs 60 crores. The target for 
commissioning of equipment is likely to 
be fixed at 3,000 MW. The undertaking 
is geared to produce equipment to gene¬ 
rate up to 5,000 MW power. 

The export performance of the under¬ 
taking during 1976-77 also has been 
equally impressive—over Rs 75 crores 
against less than half this amount in 1975- 
76. Exports to the extent of 20 per cent 
of the turnover are envisaged to be made 
a regular feature. 


Zlatfetn 
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Speaking to newspaper representatives, during 
his recent visit to Bombay, the Food Member 
summed up the food situation as somewhat easier 
though not free from anxiety. He revealed that 
the food deficit this year would be between three 
to four million tons. The rice crop, the Food 
Member said, was fairly normal in the principal 
rice-growing areas but it was below normal in the 
Central Provinces, the Punjab and Sind. The 
wheat crop was fairly normal in the Punjab and 
Sind but it was affected in other provinces while 
the jowar crop was also not satisfactory. Addres¬ 
sing the two-day Food Conference of officials last 
week. Mr Vishnu Sahay, Director-General of 
Food, revealed that the rice crop is better by nearly 
1,000.000 tons as compared with last year, the 


jowar crop is the same, the gram crop is a fair 
sized one but wheat crop is below expectations as 
the damage due to rust in some parts of the country 
has been greater than anticipated a month ago. 
It would be noticed that there is a slight discre¬ 
pancy in the two statements in regard to jowar. 
But. on the whole the Food Member’s estimate of 
the probable deficit at 3 to 4 million tons seem to 
be correct. In these circumstance it was but natural 
that the Food Official's Conference should have 
come to the unpalatable conclusion tha tthe pros¬ 
pects of an increase either in the austerity rations 
of 12 ozs. a day or in the wheat quantum of the 
overall wheat ration in the deficit areas are rather 
unfavourable. 
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Satyameva Jayate—but what next ? 

N. A. Palkhivala 


This is the gist of a talk delivered by Mr N.A. Palkhivala on April 
13, in Bombay, under the joint auspices of the progressive group 
and several other public organisations. Outlining ‘‘The Tasks 
Before a Free People", he suggests that there is more to the recent 
general election than the change In the fortunes of political parties. 


In the history of freedom the Indian 
election last month was of unparalleled 
significance. Its result doubled the num¬ 
ber of free poeplc throughout the world. 
In the words of Barnard Levin, India 
voted in a manner which put ancient and 
sophisticated democracies to shame. 
There could be no greater vindication of 
our national motto—Truth shall prevail. 

Many educated people had despaired 
of the chances of our people, two-thirds 
of whom are illiterate, voting for the free 
way of life. This fact only proves the 
“educated incapacity” of the intelligentsia 
and the “illiterate intelligence” of the 
masses. 

We are living through the epochal 
demonstration—watched by the whole 
civilized world—that liberty is not an 
optional extra in a democracy, that human 
rights are not a luxury intended merely 
for the elite and the affluent, and that 
our people, poor and profaned, are as 
intensely committed to the free way of 
life as the richest under the sun. 

dawn of a new era 

There is more to the election results 
than merely the change in party fortunes 
and the restoration of freedom. India is 
in transition from the feudal age to the 
modern age. The values of feudalism- 
birth, wealth, position and power—have 
been drastically eroded and the age of the 
common man has begun. This is the 
golden moment to transform our caste- 
ridden society into a modern society. 

The first task is to have leadership at 
all levels—from the prime minister’s to 
the panchayaf s. True leadership is the 
exact opposite of the concentration of all 
power and decision-making authority in 
one individual. To be a true leader is to 
unleash the full power of the organisa¬ 
tion and to release the potential and 
energy in the rank and file by means of 
personal impact. Given selfless and dedi¬ 


cated leadership at this juncture, the 
objective, in the Janata party manifesto, 
of removing destitution within ten years 
can be achieved. We have to motivate 
the people so that they put the national 
interest above the sectional interest. It 
would be a tragedy if having regained our 
freedom, we do not use it wisely and well 
and allow democracy to degenerate into 
mobocracy. 

The crying need of the hour is self-dis¬ 
cipline and self-restraint. During the 
post-war period, trade unions in Germany 

POINT 

OF 

VIEW 

voluntarily applied a wage-freeze on them¬ 
selves, on condition that industry plough¬ 
ed back its profits to increase the output 
and create further employment. The con- 
seqence of this self-imposed wage-freeze 
was more and more investment, resulting 
in more and more employment. Real wages 
per person were steady during this re¬ 
covery period, but real wages per family 
increased because of more employment. 
In a country where all the groups function 
harmoniously, the results are fantasti¬ 
cally gratifying—totally out of proportion 
to the inputs. Germany and Japan are 
examples of the synergistic effect of such 
harmonious cooperation. Great Britain 
and Italy serve as warnings of the conse¬ 
quences of its absence. 

At the centre we must establish Govern¬ 
ment of India Limited—limited not in 
responsibility, but limited in its power to 
impose authoritarian restrictions and pro¬ 
hibitions on the people and in its capacity 
to release an unending torrent of ill-dig¬ 
ested laws on the people. The last govern¬ 
ment treated the Constitution of India as 


its private property and dealt with Indian 
law as its personal backyard. Between 
1971 and 1976 it made 19 amendments to 
the Constitution, passed 463 statutes, pro¬ 
mulgated 96 ordinances and 30 regula¬ 
tions, and enacted 114 President's acts 
for the states under Presidential Rule. For 
good measure, the Law ministry drafted 
36,515 rules, orders and notifications. 

Poverty is cruel but it is curable; the only 
known cure is economic pragmatism instead 
of ideology. In a poor country like India 
there can never be social justice without 
economic growth. 

abundant resources 

Out of our population of 620 million, 
more than 250 million arc contributors to 
the national product. The only way to 
banish poverty would be to put to the 
maximum productive use the 2,000 mil¬ 
lion manhours which fleet over India 
everyday, never to come again. Irrigation 
has been sadly neglected during the last 
thirty years. On an average, India re¬ 
ceives 3,000 million acrefoot rainfall in a 
year,—sufficient to submerge the entire 
country in a 45 feet deep layer of water. 
The total area under cultivation was about 
422 million acres in 1975-76. Of this area, 
only about 111 million acres (or 26.3 per¬ 
cent) was provided with irrigational faci¬ 
lities. At the rate of extension of iirrga- 
tional facilities achieved in the last fifteen 
years, we shall not be able to bring even 
half the arable area under irrigation till 
2007 A.D. 

Three-fourths of the total flow of our 
rivers is wastefully emptied into the seas. 
Out of our groundwater resources of an 
estimated potential of 86 million acres, 
barely half is being utilised. How much 
greater would be our agricultural output, 
with a reduction in prices on account of 
economies of scale, if irrigation plans 
were vigorously pursued. 

In the fifth Plan only 0.83 per cent of 
total public sector outlay is earmarked for 
roads, and even out of this paltry percent¬ 
age three-fourths is intended to cover 
those road projects which have spilled 
over from the fourth Plan. Few countries 
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of the world are so poor In market roads. 
Road construction is one of the best ways 
to generate employment and to stimulate 
agricultural output by opening up enor¬ 
mous new markets. 

As regards industry, those laws should 
be scrapped which obstruct progress and 
constrict growth without any countervail¬ 


ing public benefit. 

While the burden of direct taxation has 
been brought to a reasonable level, the 
burden of indirect taxes is ridiculously 
high on many commodities. Out of the 
price paid for a truck by a consumer as 
much as 57 per cent represents the burden 
of various indirect taxes levied at different 


stages. The excise on airconditioners is 
at the unconscionable level of 100 per cent 
ad valorem on the wholesale price. The 
excise on cement is as much as 50 per cent 
of the retention price allowed to the 
manufacturer. The Finance minister has 
a great nation-building task ahead of 
him. 


Fertilizer pricing: needed a second look 

R. C. Ummat 


According to the author, there is a persistent demand from the 
agrlgultural community to bring down the prices of farm inputs 
Including fertilizers. But the new units, threaten to become 
sick even before they take off owing to the escalation in the 
capital costs and in the prices of the feedstocks. 


The serious thought that the new minister 
for Petroleum, Chemicals and Fertilizers, 
Mr H.N. Bahuguna, is reported to be 
bestowing personally on the pricing pat¬ 
tern of the fertilizer industry, even though 
this issue is being looked into also by the 
Marathe committee, is not unwarranted, 
This is because this industry is facing the 
dilemma of keeping itself in a healthy 
state. While there is a persistent demand 
from the agricultural community for 
bringing down the prices of farm inputs, 
including fertilizers, in the interest of 
containing its production costs, the new 
units coming up in this field of manu¬ 
facture threaten to become sick even be¬ 
fore they take off, owing to the escalation 
that has taken place during the past three 
years not only in their capital costs but 
also in the prices of feedstocks. 

cost escalation 

This is the dominant impression l 
gathered from a visit a few days ago to 
the recently set-up Barauni fertizers plant 
and the currently-under-implementation 
rationalisation and modernisation sche¬ 
mes of the Sindri factory. As against the 
estimate of just Rs 35.14 crores in the 
feasibility report drawn up in 1966 on the 
basis of low sulphur heavy stock as the 
raw material, the now naphtha-based 
Barauni plant, which will be producing 
330,000 tonnes of urea per annum when in 
full production about two years hence, 
has cost Rs 92.32 crores. Even if allow¬ 
ance is made for the fact that the detailed 


project report of this unit was drawn up 
much later, ultimate cost of setting up this 
unit has exceeded the February, 1973, esti¬ 
mate of Rs 54.44 crores by Rs 37.88 
crores. As a result, this project is now 
expected to break even only around 100 
per cent utilisation of the installed 
capacity. 

Sindri modernisation 

The Sindii rationalisation scheme, 
which was designed to maufacture tripple 
super-phosphate to the extent of 326,000 
tonnes and high quality gypsum to the 
order of 500,000 tonnes, similarly, is now 
expected to cost Rs 45.03 crores, as against 
Rs 22.98 crores when it was originally 
mooted in the later half of the 1960s. The 
result of escalation in the capital cost of 
this project has been that as against the 
original expectation of it yielding a return 
of 35.08 per cent, it now will be a losing 
proposition. With the modernisation 
project, which envisages production of 
900 tonnes of ammonia per day by using 
low sulphur heavy stock from Barauni as 
the feedstock, yielding 330,000 tonnes of 
urea per annum through the use of 600 
tonnes of ammonia per day for this pur¬ 
pose and 320,000 tonnes of ammonium 
sulphate per annum by utilising the re¬ 
maining 300 tonnes of ammonia per day, 
the whole revised Sindri project, however, 
may throw up a modest surplus annnally. 
The modernisation project is expected to 
cost Rs 152.043 crores in accordance with 
the original estimate drawn up in 1974. 


The sharp escalation in the capital 
costs of the Barauni project and the Sindri 
rationalisation scheme has been caused 
by various factors which include rise in 
the prices of materials, delays in execu¬ 
tion, some modifications in the original 
proposals, etc. An idea of this can be 
had from a break-up of the increased cost 
of the Barauni plant. This break-up shows 
that while compared to the feasibility 
report estimate, the cost went up by about 
Rs 3.64 crores because of inadequate or 
lack of provision in the report for some 
equipments, including effluent treatment, 
and by Rs 8.75 crores due to changes and 
modifications in the process, the delay in 
the implementation of the scheme alone 
cost as much as Rs 10.78 crores. Besides, 
the increases in the costs of construction 
materials and equipment due to infla- 
tionery tendencies both at home and 
abroad, variations in excise and custom 
duties, insurance charges etc, entailed an 
additional expenditure of nearly Rs 20 
crores. 

implementation delays 

The implementation delays caused ano¬ 
ther nearly Rs 6.7 crores expenditure on 
account of variations in the design and 
engineering charges. The undertaking of 
design and engineering work departmentally 
cost another Rs 1.47 crores. Quite a signi¬ 
ficant extra expenditure had to be incurred 
on interest charges also. In the caseof the 
Sindri rationalisation scheme, there was a 
major change in the process adopted 
on detailed engineering. It must, how¬ 
ever, been stressed here that not all the 
implementation delays can be attributed to 
the implementation authorities. They were 
partly caused by changes in governmental 
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decisions and partly also due to scarcity 
of construction materials. 

Whereas the above escalations in the 
capital costs of the Barauni and Sindri 
rationalisation schemes have impaired 
their financial viability, the increases ih 
the prices of feedstocks since the start of 
the implementation of the projects, parti¬ 
cularly 1974, have very materially vitiated 
their operational costs. Against this, the 
prices of fertilizers have been reduced 
drastically affecting sale realisations. 

reducing coats 

The plant authorities are stated to be 
bestowing serious thought on effecting 
economies in their costs of production to 
the extent possible by devising ways and 
means of containing the consumption of 
inputs and also checking labour costs 
through increases in productivity and 
ensuring of minimum over-time. But these 
efforts obviously can help bring about 
only a marginal improvement in the finan¬ 
cial viability of the two projects. In the 
case of Barauni, which project has gone 
into production already, nearly 90 per cent 
of the essential cost, including the cost of 
labour and other inputs and fixed costs, 
is beyond the control of the management. 

In the circumstances, it passes compr¬ 
ehension that while, on the one hand, 
the government is prepared to subsidise the 
use of fertilizers by the farming commu¬ 
nity, whether directly or indirectly in the 
form of using public funds with indade- 
quate or no return, it imposes excise duty 
on the production of fertilizers. A plea 
is understood to have been made for the 
abolition of excise duty on fertilizers in 
interest of improving the financial viability 
of the projects in this line of manufacture. 
It can only be hoped that this anomaly 
will be rectified soon, for it docs not make 
sense that the government should rob 
Peter for the benefit of Paul and in 
the process entail unnecessary expenditure 
and effort on the part of the administra¬ 
tion. In case such a proposal is not 
acceptable in its entirety, the liertilizer 
industry, surely, can be treated for pricing 
purposes on a similar pattern as that 
evolved recently for the new units coming 
up in the cement industry. 

The project work of the Sindri rationali¬ 
sation scheme, which was conceived in 


1967 following the deterioration in the 
quality of Rajasthan gypsum that had to 
be used in place of Pakistan gypsum on 
which the scheme was originally based, 
and also of coal, was completed early last 
year. It envisages replacement of natural 
gypsum in the manufacture of phosphatic 
fertilizers by synthetic gypsum through 
reacting sulphuric acid with finely ground 
rock-phosphate. Sulphuric acid is being 
produced from Amjhore pyrites which 
have 33 per cent sulphur content, after 
enriching them with elemental sulphur to 
40-42 per cent content, in two streams. 
One stream has already been commission¬ 
ed. The second stream is under commis¬ 
sioning at present. The phosphoric acid 
plant where reaction of sulphuric acid will 
take place with rock-phosphate is under 
commissioning trials. 

The technical know-how as well as a 
part of the equipment for the sulphuric 
acid plant have been secured by the prime 
contractor of the project, the planning 
and development division of the Fertilizer 
Corporation of India (FCI), from Techno- 
export, Bulgaria. The phosphoric acid 
plant has been designed by FEDO in 
collaboration with Prayon of Belgium. 
The triple super-phosphate plant has been 
designed by FCI’s P and D division itself. 
Most of the equipment for all the plants 
has been secured from indigenous sources. 
The phospheric acid produced in the 
phosphoric acid plant will be further 
reacted with rock phosphate to produce 
triple super-phosphate with 46 per cent 
P,0* content. 

losing proposition 

Though the Sindri rationalisation 
scheme on its own will be a losing propo¬ 
sition not only due to its much increased 
capital cost but also owing to the high 
cost of pyrites, it has its importance from 
the technological point of view. The 
production of sulphuric acid from indige¬ 
nous pyrites is a new development. The 
production of synthetic gypsum is also 
being tried out for the first time in the 
country. The size of the triple super¬ 
phosphate plant (326,000 tonnes capacity) 
is another special feature of the scheme. 

The Sindri modernisation plant is envi¬ 
saged to be mechanically completed is 
November this year, according to sche¬ 


dule. Commercial production is expected 
to start three month's later. The foreign 
exchange component of this plant’s total 
cost of Rs 152.043 crores has been finan¬ 
ced through an IDA credit of S91 million 
for the purchase of equipment and engi¬ 
neering by international competitive bid¬ 
ding. An interesting feature of this bidding 
has been that some of our own equipment 
manufacturers—Bharat Heavy Electricals, 
Larsen and Toubro and some cable manu¬ 
facturers—participated in this bidding 
successfully and, thus, earned foreign 
exchange to the extent of Rs 23.24 crores. 

Indigenous equipment 

As in the case of the Sindri rationalisa¬ 
tion scheme, the detailed engineering and 
equipment procurement work of this pro¬ 
ject has been done by the P and D division 
of FCI. The basic engineering package 
for the ammonia plant has been secured 
from a consortium of Udhe/Lurgi/Topsee 
headed by Udhe which is also assisting 
in the erection supervision of this unit. 
Similar services have been secured for the 
urea plant from Technimont, Italy. Shell’s 
non-catalytic partial oxidisation process 
with total recycle of carbon is being used 
for the gasification of fuel oil. Urea pro¬ 
duction will be based on the total recycle 
urea process of Technimont. 

With the completion of the rationalisati¬ 
on and the modernisation schemes, Sindri 
will be producing ultimately 320,000 
tonnes of ammonium sulphate, 330,000 
tonnes of urea and 236,000 tonnes of 
triple super-phosphate per annum. With 
the commissioning of the two schemes, 
several units of the old factory set up in 
1951, viz., the coke-oven unit, the gas 
reforming unit, S. W. G., ammonia unit, 
the small urea plant and the double salt 
unit, will be closed down. A couple of 
these units have already been shut down. 
Sindri project, then, will be a completely 
new modern plant serving the nation. 

The accumulated losses of the old Sindri 
factory—approximately Rs 50 crores— 
resulting from the deterioration in the 
working of this factory owing to the forced 
use of low quality gypsum and coal and the 
old age of the original plant pushing up the 
maintenance costs to nearly four times the 
original level of about Rs. 1.25 crores, 
however, will act as a drag on the profit- 
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ablity of the new complex for quite some¬ 
time. It, of course, goes to the credit of 
the management that it has been able to 
run the old factory at great hazards in the 
interest of keeping up the domestic pro¬ 
duction of fertilizers to the extent possible. 

The Barauni plant, commissioned in 
November last, is expected to reach pro¬ 
duction to its rated capacity in 1978-79, 
provided, of course, power supply to it 
from the Bihar state clesctricity grid is 
stabilised. This project is facing the power 
tripping problem quite often. Since the 
start-up of the plant, the production loss 
due to power tripping is estimated to have 
been of the order of nearly 10,500 tonnes 
of urea, valued at approximately Rs. 1.8 
crores. While efforts are being made to 
secure stabilized power flow, a proposal 
has been mooted for augmenting the 
captive supply to 15 MW for running at 
least the ammonia and urea units. This 
scheme is estimated to cost Rs. 8 crores. 
If this proposal is not acceptable, the plant 
authorities would like to have at least 
3.5/4 MW captive power generation 
capacity to keep the ammonia plant and 
the other critical equipment in running 
condition in the case of power failure or 
tripping so that damage of this section 
of the project can be obviated. 

single-stream process 

Using the single stream ammonia pro¬ 
cess by utilising naphtha from the adjacent 
Barauni refinery of the Indian Oil Corpor¬ 
ation, the project has been designed and 
engineered by the P & D division of FCI, 
under a process know-how agreement with 
Technimont. 

An interesting feature of this designing 
and engineering work has been that our 
own engineers were able to effect improve¬ 
ments in the equipment using indigenous 
resources. The most notable example of 
this was the replacement even at the cons¬ 
truction stage of ball valves by globle 
valves taking into consideration the Indian 
conditions. Though the foreign exchange 
saving effected through this means was 
only about Rs. 3.5 lakhs, the replacement 
expedited considerably the commissioning 
of the project which would have been 
delayed for replacement of supplies from 
foreign sources after the failure of the ball 
valves fitted originally at the trial stage. 
Another innovation of great significance 


which has been made in this project is the 
adoption of total energy utilisation 
concept in designing the factory. Through 
the use of high pressure steam in the 
process waste heat boilers for driving 
various prime-movers for pumps and 
compressors in the plant, the consumption 
of electricity has been reduced consider¬ 
ably. The process of indigenisation of 
equipment has also been pushed in this 
project to the maximum extent possible. 
Adequate precautions have been taken 
at both Barauni and Sindri for pollution 
control. 

The successful commissioning of the 
Barauni plant and the Sindri rationalisat¬ 
ion scheme as well as the implementation 
of the modernisation scheme at Sindri 
more or less according to schedule undou¬ 
btedly has imparted great confidence to 
the P & D division of FCI, located at 
Siadri in undertaking designing and 
engineering of the new fertilizer 
projects. This division is also intimately 
connected with the Nangal, Namrup and 
Trombay expansion programmes, the 
Haldia and Rourkela projects and the 
setting up of coal-based fertilizer plants 
at Talcher and Ramagundam. As a sequel, 
it has gained competence to set up ferti¬ 
lizer projects on its own. It is also 
receiving inquiries for the supply of 
technical know-how to the developing 
countries; the latest such inquiry has been 
from Turkey. The division has com¬ 
prehensive facilities at its disposal for 
R & D work, including pilot plants. 

The division has developed on its own 
the process know-how for sulphuric acid, 
nitric acid and phosphoric acid (dihy¬ 
drate) plants and also for the triple super¬ 
phosphate, single super-phosphate, diamm¬ 


onium phosphate, calcium ammonium 
nitrate, ammonium sulphate and ammo¬ 
nium nitrate plants. It as well has its own 
know-how for co-conversion and methana- 
tion sections of ammonia plant. 

Know-how has also been developed by 
the P & D division for the manufacture 
of a wide range of chemicals such as 
ammonium bicarbonate, sodium nitrate/ 
nitrite, silica gel, sodium silicate, sodium 
sulphite, epoxyresins, sodium hexameta- 
phosphate, guanidine nitrate, etc. 

Another very important achievement 
of the P & D division has been the 
development of know-how for fertilizer 
catalysts-a know-how available at present 
with very few companies in the world. 
The catalysts developed by the P & D 
division have found acceptance even 
abroad. The entire range of catalysts 
has been developed for a complete ferti¬ 
lizer plant with the only exception of 
ammonia synthesis catalyst. 

Our fertilizer industry, thus, has become 
self-reliant which should augur well for 
its future growth. Equipment from indi¬ 
genous sources is said to be available to 
nearly 95 r>er cent of the requirements. 
The multiplication of agencies in the 
consultancies field, however, is posing 
the problem of adequacy of work for all. 
The P & D division at present is stated to 
be able to utilise its manpower resources 
and facilities to about 80 per cent. This 
percentage may go down in the near 
future if the pace of the growth of the 
industry slackens. Sale of consultancy 
services abroad can be helpful. But a 
rationalisation of work among the various 
organisations handling it currently is 
called for according to their specialisation. 


Attention Subscribers 
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receipt of a particular issue within a month of the date 
of publication failing which it may not be possible to 
provide replacement copy. 
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US energy policy meets 

its moment of truth 


In an address delivered to a joint session of Congress on April 20, the 
US president, Mr Jimmy Carter, enunciated his administrations 1 policy on 
energy. "The heart of our energy problem" he said, "is that our demand 
for fuel keeps rising more quickly than our production and our primary 
means of solving this problem is to reduce waste and inefficiency ". The 
president then proceeded to indicate wide-ranging proposals for 
conservation and development , placing the emphasis squarely on fiscal 
deterrents on waste of energy in transportation and fiscal incentives for 
consumption of energy in heating and cooling systems . This is the gist of 
his address. 


Oil and natural gas make up 75 per cent 
of consumption in the US, but they repre¬ 
sent only about seven per cent of our 
reserves. The demand for oil has been 
rising by more than five per cent each 
year, but domestic oil production has been 
falling lately by more than six per cent. 
Imports of oil have risen sharply- 
making the US more vulnerable if supplies 
are interrupted—but early in the 1980s 
even foreign oil will become increasingly 
scarce. If it were possible for world 


To reduce gasoline consumption by 
10 per cent; 

To cut imports of foreign oil to 6 mil¬ 
lion barrels a day, less than half the 
level it would be if we did not conserve; 

To establish a strategic petroleum 
reserve of one billion barrels, about a ten 
months’ supply; 

To increase our coal production by 
more than two-thirds, to over one billion 
tons a year; 

To insulate 90 per cent of American 


WINDOW 

ON 

THE WORLD 


demand to continue rising during the 
1980s at the present rate of five per cent 
a year, it could use up all the proven 
reserves of oil in the entire world by the 
end of the next decade: 

The US trade deficits are growing. That 
country imported more than 35 billion 
dollars worth of oil last year and it will 
spend much more than that this year. The 
time has come to draw the line. That is 
why the US needs a comprehensive national 
energy policy. The principles behind this 
policy and the goals for 1985 are: 

To reduce the annual growth rate in our 
energy demand to Jess than two per cent; 


homes and all new buildings; and 
To use solar energy in more than two 
and a half million homes. 

The first goal is conservation. The two 
areas where the US wastes most of its 
energy arc transportation and its heating 
and cooling systems. 

Transportation consumes 26 per cent of 
energy supplies—and as much as half of 
that is waste. In Europe the average auto¬ 
mobile weighs 2,700 pounds; in the US 
4,100 pounds. The Congress has already 
adopted fuel efficiency standards which 
will require new cars to average 27.5 miles 
per gallon by 1985 instead of the 18 they 


average today. To insure that this existing 
Congressional mandate is met, a graduat¬ 
ed excise tax is proposed for new gas 
guzzlers that do not meet federal average 
mileage standards. The tax will start 
low and then rise each year until 1985. In 
1978, a tax of 130 dollars will be levied 
on a car getting 15 miles per gallion, and 
for an 11 mile-per-gallon car the tax will 
be 450 dollars. By 1985, on wasteful new 
cars with the same low mileage, the taxes 
will have risen to 1600 dollars and 2500 
dollars. 

subsidising consumers 

All of the money collected by this tax 
on wasteful automobiles will be returned 
to consumers, through rebates on cars 
that arc more efficient than the mileage 
standard. It is expected that both efficiency 
and total automobile production and sales 
will increase under this proposal. It will 
insure that American automobile workers 
and their families do not bear an unfair 
share of the burden. The US will also 
work with its trading partners to see that 
they are treated fairly. 

One of the most controversial and mis¬ 
understood parts of the energy proposal 
is a standby tax on gasoline. Gasoline 
consumption represents half of the total 
US oil usage. Between now and 1980 
gasoline consumption is expected to rise 
slightly above the present level. For the 
following five years, when there will be 
more efficient automobiles, there would 
still be the need to reduce consumption 
each year to reach the targets for 1985. 
For this purpose, it is neeessary to write 
into law a gasoline tax of an additional 
five cents per gallon that will automatical¬ 
ly take effect every year that the country 
fail to meet the annual targets. As an 
added incentive, if it misses one year, but 
is back on track the next, the additional 
tax would come off. Any proceeds from 
the tax—if it is triggered -will be returned 
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to the general public in an equitable 
manner. 

One of the side effects of conserving 
gasoline is that state governments collect 
I less money through gasoline taxes. To 
! reduce their hardships and to insure 
| adequate highway maintenance, states 
I will be compensated for this loss through 
! the highway trust fund. 

The second major area where waste 
can and should be reduced is in homes 
and buildidgs. Some buildings waste half 
the energy used for heating and cooling. 
From now on, it must be ensured that 
new buildings are as efficient as possible, 
and that old buildings are equipped—or 
“retrofitted”—with insulation and heating 
systems that dramatically reduce the use 
of fuel. 

The federal government will set an 
example by establishing strict conserva¬ 
tion goals for both new and old federal 
buildings—a 45 per cent increase in energy 
efficiency for new buildings, and a 20 per¬ 
cent increase for existing buildings by 
1985. 

Incentives are needed to help those who 
own homes and businesses to conserve. 
Those who weatherise buildings would 
be eligible for a tax credit of 25 per cent 
of the first 800 dollars invested in con¬ 
servation, and 15 percent of the next 
1,400 dollars. If homeowners prefer, they 
may take advantage of a weatherisation 
service which all regulated utility com¬ 
panies will be required to offer. The 
utilities would arrange for all contractors 
and provide reasonable financing. 

federal aid 

Other proposals for conservation in 
homes and buildings include: Direct 
federal help for low-income residents; 
An additional 10 per cent tax credit for 
business investments; Federal matching 
grants to non-profit schools and hospitals; 
and public works money for weatherlzing 
state and local government buildings. 

There will be proposals for legislation 
that would, for the first time, impose 
stringent efficiency standards for house¬ 
hold appliances by 1980. The utility rate 
structure is to be reformed to eliminate 
rewarding waste by offering the cheapest 
rates to the largest users. Projected legisla¬ 


tion would require the following steps 
over the next two years, 

Phasing out promotional rates and other 
pricing systems that make natural gas and 
electricity artificially cheap for high- 
volume users and which do not accurately 
reflect costs; 

Offering users peak-load pricing techni¬ 
ques which set higher charges during the 
day when demand is great and lower 
charges when demand is small; and 

Individual meters for each apartment 
in new buildings instead of one master 
meter. 

Plans are already being discussed for 
the TVA system to act as a model for 
implementing such new programes to con¬ 
serve energy. 

One final step toward conservation is to 
encourage industries and utilities to 
expand “cogeneration” projects, which 
capture much of the steam that is now 
wasted in generating electricity. In 
Germany, 29 per cent of total energy 
comes from cogeneration, but only four 
per cent in the United States. A special 
10 per cent tax credit will be available 
for investments in cogeneration. 

realistic pricing 

Along with conservation, the second 
major strategy is production and rational 
pricing. The price of energy should reflect 
its true replacement cost, as a means of 
bringing supply and demand into balance 
over the long-run. Realistic pricing is 
especially important for the scarcest fuels, 
oil and natural gas. The price of newly 
discovered oil will be allowed to rise 
over a three-year period, to the 1977 world 
market price, with allowances for infla¬ 
tion. The current return to producers for 
previously discovered oil would remain 
the same, except for adjustments because 
of inflation, so that producers do not 
reap windfall profits, beyond the incentives 
they need for exploration and production. 
It is proposed to phase in a well-head tax 
on existing supplies of domestic oil, equal 
to the difference between the present 
controlled price of oil and the world price 
and return the money collected by this 
tax to the consumers and workers of 
America. 

Steps will be taken to end the artificial 


distortions in natural gas prices in different 
parts of the country which have caused 
people in the producing states to pay 
exorbitant prices, while creating shortages, 
unemployment and economic stagnation, 
particularly in the north-east. The plan is 
for administration to work with the Con¬ 
gress to give gas producers an adequate in¬ 
centive for exploration, working carefully 
toward deregulation of newly discovered 
natural gas as market conditions permit. 
The price limit for all new gas sold any¬ 
where in the country is to be set at the 
price of the equivalent energy value of 
domestic crude oil, beginning in 1978. 
This proposal will apply both to new gas 
and to expiring intra-state contracts. It 
would not affect existing contracts. 

coal to the fore 

Oil and natural gas should not be 
wasted by industries and utilities that 
could use coal instead. Hence the third 
strategy will be conversion from scarce 
fuels to coal wherever possible. Although 
coal now provides only 18 per cent of our 
energy needs, it makes up 90 per cent of 
US energy reserves. Its production and 
use create environmental diffiulties, but 
the country can cope with them through 
strict strip-mining and clean air standards. 

To increase the use of coal by 400 mil¬ 
lion tons, or 65 per cent, in industry and 
utilities by 1985, there will be a sliding 
scale tax, starting in 1979, on large indus¬ 
trial users of oil and natural gas. Fertilizer 
manufacturers and crop dryers which must 
use gas would be exempt from the tax. 
Utilities would not be subject to these 
taxes until 1983, because it will take them 
longer to covert to coal. 

Even with this coversion effort, the 
country will still face a gap—between the 
energy it needs and the energy it can pro¬ 
duce or import. Therefore, as a last resort, 
it must continue to use increasing amounts 
of nuclear energy. The US now has 63 
nuclear power plants, producing about 
three per cent of its total energy and about 
70 more are licensed for construction. 
Domestic uranium supplies can support 
this number of plants for another 75 years. 
Effective conservation efforts can mini¬ 
mise the shift toward nuclear power. 
There is no need to enter the plutonium 
age by licensing or building a fast breeder 
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reactor such as the proposed demonstra¬ 
tion plant at Clinch river. The US must, 
however, increase our capacity to produce 
enriched uranium for light water nuclear 
power plants, using the new centrifuge 
technology, which consumes only about 
1/1 Oth the energy of existing gaseous 
diffusion plants. Meanwhile, nuclear 
licensing procedures are to be referred. 
Even with the most thorough safeguards, it 
should not take ten years to license a 
plant. It is proposed to establish reason¬ 
able, objective criteria for licensing so that 
plants which are based on a standard 
design are not required to submit them¬ 
selves for extensive individual design 
studies for licensing. 

The fourth strategy is to develop per¬ 
manent and reliable new energy sources. 
The most promising is solar energy, for 


which much of the technology is already 
available. Solar water heaters and space 
heaters are ready for commercialisation. 
All they need is some incentive to initiate 
the growth of a large market. This is to 
be provided through a gradually decreasing 
tax credit, to run from now through 1984, 
for those who purchase approved solar 
heating equipment. Initially, it would be 
40 per cent of the first 1,000 dollars and 
25 per eent of the next 6,400 dollars 
invested. 

Increased production of geothermal 
energy can be insured by providing the 
same tax incentives as for gas and oil 
drilling operations. 

During this time of increasing scarcity, 
competition among energy producers and 
distributors must be guaranteed. Indivi¬ 
dual accounting will be required from 


energy companies for production, refining, 
distribution and marketing—separately 
for domestic and foreign operations. 
Strict enforcement of the anti-trust 
laws can be based on this data, and may 
prevent the need for divestiture. 

Profiteering through tax shelters should 
be prevented, and independent drillers 
should have the same intangible tax 
credits as the major corporations. The 
energy industry should not reap large 
unearned profits. Increasing prices on 
existing inventories of oil should not 
result in windfall gains but should be 
captured for the people of our country. 
The new Department of Energy should be 
established without delay. Continued 
fragmentation of government authority 
and responsibility for the nation’s energy 
programme is dangerous and unnecessary. 


ILO drafts guidelines on 

multinationals 


An International Labour Organisation group, meeVng in Geneva, has put 
together a framework for labour policy which multinational enterprises 
may consider for voluntary adoption . The 24 participants came from 
Barbados, Chile, France, Federal Republic of Germany, Japan, Malaysia, 
Mexico , Netherlands, Nigeria, Philippines, Sudan, USSR, UK, USA and 
Venezuela . 


The ILO tripartite advisory meeting on the 
relationship of multinational enterprises 
and social policy completed work on a 
draft declaration of principles dealing 
with all the social aspects of multinatio¬ 
nal operations, including the creation of 
jobs in developing countries. 

The draft declaration still has to be 
approved by the governing body of the 
International Labour Office. It will then 
be ready for possible inclusion in the code 
of conduct to be completed by the United 
Nations Commission on Transnational 
Corporations in about a year's time. 

The draft says multinational enterprises 
play an important part in the economy 
and can bring substantial benefits to home 
and host countries. It also says that 
operations of the multinationals may lead 


to conflicts with national policy objectives 
and with the interests of the workers. The 
aim of the draft declaration is to encou¬ 
rage the positive contribution of multi¬ 
national enterprises and to minimise and 
resolve the difficulties. 

In a section on collective bargaining, 
the draft says multinational enterprises: 

—should enable duly authorised repre¬ 
sentatives of the workers in each of the 
countries in which they operate to conduct 
negotiations with representatives of 
management who are authorised to take 
decisions on matters under negotiation; 

—should not threaten to transfer all 
or part of an operating unit from a coun¬ 
try where workers are exercising their right 
to organise; 

—should provide workers’ representa¬ 


tives with information required for mean¬ 
ingful negotiations with the entity 
involved. 

The draft declaration says all parties 
should respect the sovereign rights of 
states, obey national laws, give due con¬ 
sideration to local practices, and respect 
relevant international standards. 

“The principles laid down in this decla¬ 
ration do not aim at introducing or main¬ 
taining inequalities of treatment between 
multinational and national enterprises. 
They reflect good practice for all”. 

The draft declaration calls on govern¬ 
ments to make full, productive and freely 
chosen employment a major policy goal, 
particularly those in developing areas 
where unemployment and under-employ¬ 
ment are at their most serious. 

Multinational enterprises, particularly 
in developing countries, should endeavour 
to increase employment opportunities, 
taking government policies into account 
as well as security of employment and the 
long-term development of the enterprises. 
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They should try to use local suppliers 
and raw materials where possible. 

Governments should pursue polices 
designed to promote equality of opportu¬ 
nity and treatment in employment, and 
multinational enterprises should be guid¬ 
ed by this general principle. 

In considering changes in operations 
which would have major employment 
effects, multinational enterprises should 
provide reasonable notice to the appro¬ 
priate government authorities and repre¬ 
sentatives of the workers, particularly 
when lay-offs or dismissals are envisaged. 

Governments, in cooperation with all 
the parties concerned, should develop 
national policies for vocational training 
and guidance, and multinational enter¬ 
prises should ensure that relevant training 
is provided for all levels of their emp¬ 
loyees in the host country. 

Wages, benefits and conditions of work 
offered by multinational enterprises 
should be not less favourable to the wor¬ 
kers than those offered by comparable 
employers in the country concerned. 


In developing countries where compa¬ 
rable employers may not exist, they 
should provide the best possible wages 
and other conditions within the frame¬ 
work of government policies. 

Governments should ensure that both 
multinational and national enterprises 
provide adequate safety and health stan¬ 
dards for their employees. Multinational 
enterprises should maintain the highest 
standards of safety and health, in confor¬ 
mity with national requirements, and 
should cooperate in the work of inter¬ 
national organisations concerned with 
safety qnd health standards. 

Workers employed by multinational 
enterprises as well as those employed by 
national enterprises should have the right 
to establish and join organisations of 
their own choosing without previous 
authorisation. 

They should enjoy adequate protection 
against acts of anti-union discrimination. 

Where appropriate in the local [circum¬ 
stances, multinational enterprises^ should 


support representative employer’s organi¬ 
sations. 

Where governments of host countries 
offer special incentives to attract foreign 
investment, these should not include any 
limitation of the worker’s freedom of asso¬ 
ciation or the right to organise and bar¬ 
gain collectively. 

Systems reached by mutual agreement 
should provide for regular consultation 
on matters of mutual concern, in multi¬ 
national as well as in national enterprises. 

Any worker in a multinational or natio¬ 
nal enterprise who considers that he has 
grounds for a grievance should have the 
right to have it examined without suffe¬ 
ring any prejudice as a result. 

Multinational and national enterprises 
should seek to establish voluntary concilia¬ 
tion machinery, together with workers’ 
representatives and organisations, to 
assist in the prevention and settlement of 
industrial disputes between employers and 
workers. 
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TRADE 

WINDS 


H. M. Patel for World 
BankfMeet 

Mr H. M. Patel, Finance 
minister attended G-24 Minis¬ 
ters* meeting. Development 
Committee meeting and 
meeting of the Interim Comm¬ 
ittee in Washington from 
April 25 to 29, 1977. Mr Patel 
left New Delhi on April 23 and 
proposed to return on May 2. 
He was accompanied by Dr 
Manmohan Singh, Secretary, 
Economic Affairs, Mr R. M. 
Honavar, Chief Economic 
Adviser, Mr S. N. Saigal, Joint 
Secretary and Mr J. Shiva- 
kumar, Private Secretary to 
the Finance minister. 

In the development commi¬ 
ttee meeting the president of 
the World Bank and the mana¬ 
ging director of the Internatio¬ 
nal Montary Fund presented 
their reports on important 
issues facing these institutions. 
Another imporlanlt issue discu¬ 
ssed in this Commilee was the 
report of the Working Group 
on access of developing coun¬ 
tries to capital markets. 

Important Issues 

In the Interim Committee, 
important issues such as inter¬ 
national liquidity and the need 
to increase the resources of the 
IMF, policy and procedures 
regarding surveillance by the 
IMF on members' exchange 
rate policy figured. The Interim 
and the Development Com¬ 
mittees have met seven times so 
far. Mr Patel proposed to meet 
the World Bank President, Mr. 
Robert McNamara and the 
Managing Director, Inter¬ 


national Monetary Fund, Dr 
J. H. Witteveen. He also 
proposed to call on US 
Secretary of States and the 
US Treasury Secretary. 

AIEI Meet 

Prime minister, Mr Morarji 
Desai, recently called upon 
the industry to cooperate with 
the government in curbing 
inflation. He warned that it 
would not be possible to create 
better conditions of life for 
people and to promote their 
happiness until prices were 
brought down. He, therefore, 
asked representatives of indus¬ 
try to discuss with him the 
steps that should be taken to 
curb inflation. 

Inflationary Trends 

In his address to the third 
annual session of the Associati¬ 
on of Indian Engineering Indus¬ 
try (AIEI) recently, the main 
stress of Mr Desai was on 
inflation and deficit financing. 
He explained that deficit finan¬ 
cing, even if meant for good 
plans, would result in pushing 
up prices as had happened in 
ihe last few years. Last year 
increase in money supply was 
more than 17 per cent and that 
was why prices had shot up. 

Conceding that government 
expenditure would have to be 
cut wherever possible, Mr 
Deasi pointed out that there 
were areas in industry where 
economies could be introduced 
and the present high cost 
economy could be avoided by 
eliminating cntravagancc. The 
prime minister also called 
upon the engineering industry 


to synchronise its concept of 
small industries with Gandhian 
ideals and use its skill in find- 
idg ways and means so that 
living conditions of the perople 
could be improved. “We have 
got to take up cottage indus¬ 
tries to the rural areas to 
remove unemployment in this 
country and unless umemploy- 
ment is removed, it is not 
possible for us to raise the 
living standards of the poorest 
people. This employment 
should be generated only in 
villages". 

Earlier, the AIEI president, 
Mr F. A. A. Jasdanwalla, 
suggested that the policy objec¬ 
tive of the govrnment should be 
aimed at limiting inflation to a 
reasonable level. Inflation could 
not be avoided to a certain 
extent in a developing econo¬ 
my—it was a price to be paid 
for growth. The highest prior- 
ty, Mr Jasdanwalla emphasi¬ 
sed, needed to be given to 
fresh investments which show¬ 
ed an increase in 1976 
compared with the previous 
year but not in real terms. 
“Investment must show a 
marked rise to bring about 
higher levels of employment 
and industrial revival," he 
added, 

Exports during 1976-77 

Judged by the export per¬ 
formance in the first 11 months 
of 1976-77, the target of Rs 


4500 crores for the year is 
likely to be exceeded by over 
Rs 300 crores. In April 1976- 
February 1977, exports were 
worth Rs 4399.6 crores compa¬ 
red to Rs 3450.59 crores in 
April 1975-February 1976, a 
28.7 per cent increase, accord¬ 
ing to provisional figures 
released by the Commerce 
ministry. Exports in February 
this year totalled Rs 460.60 
crores and assuming a figure 
of Rs 400 crores for March, 
total exprots in the last finan¬ 
cial year will be for Rs 4800 
crores. Exports in the first 11 
months of 1976-77 declined by 
5.6 per cent compared to the 
corresponding period of 1975- 
76, from Rs 4789.09 crores to 
Rs 4520.58 crores The trade 
deficit came down sharply 
from Rs 1338.5 crores to 
Rs 80.62 crores in this period. 
Exports increased by J 8.4 per 
cent in 1975-76 over the previ¬ 
ous years. 

Study on Money 
Supply 

The second working group on 
money supply, constituted by 
the Reserve Bank, has evolved 
four new money stock measures 
on the criterion of varying deg¬ 
rees of their liquidity, suggested 
an improved data base for the 
monetary sector, mainly in 
terms of coverage, and stream¬ 
lined the methodology of com¬ 
pilation. The four money 
stock measures and their cons- 


r -■% 

Alloy Steel Imports 

At a recent press conference In the capital, Dr. B. C. Jain, 
managing director of Bihar Alloy Steel Ltd., pleaded for a total ban 
on imports of alloy steel either direct or through replenishment licences. 

He was of the view that the country’s alloy steel capacity at about 
500,000 tonnes was more than enough to meet domestic requirements. 
Continued imports will hurt the indigenous manufacturers and, therefore, 
he wanted the government to ban all imports of alloy steels. If that 
was not possible for whatever reasons, lie suggested that the goverement 
jrtiould impose deterrent import duty. He further said that imports of 
alloy steel valued at Rs 93.15 crores in 1975-76 and at Rs 21.26 
crores in the four months ending in July 1976 had already harmed the 
indigenous units which could not utilise their full capacity. What was 
more, during the last five years there bad not been much generation 
of additional demand for alloy steels in this country due to the absence 
of growth in industries which use alloy steels. 

V._,_ _ _ J 
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I tituents are: Ml comprising 
currency notes and coins with 
the public excluding cash on 
hand with banks, demand 
deposits (excluding inter-bank 
'deposits) of all commercial and 
cooperative banks and “other 
deposits held with the Reserve 
Bank, M2 comprising Ml 
and savings deposits with post 
'office saving banks, M3 com- 
"prising MI and time deposits 
of all commercial and coopera¬ 
tive banks, and M4 comprising 
‘ M3 and total deposits with 
| post office savings organisation 
(but excluding national savings 
certificates). 

While Ml and M3 broadly 
correspond to the present series 
of ‘money supply with the 
public’ and ‘aggregate monetary 
resources', respectively, the 
main difference is that the new 
scries have a wider coverage of 
data relating to the coopera¬ 
tive sector. The other two 
measures viz, M2 and M4 
have been evolved to bring 
deposits with the postal savings 
organisation within the fold of 
money stock measures. One of 
the substantive changes effected 
by the group with regard to 
compilation of monetary data is 
the extension of coverage to the 
operations of central coopera¬ 
tive banks and urban coopera¬ 
tive banks. So far on!\ the 
data in respect of state coope¬ 
rative banks have been included 
in the compilation of money 
supply. 

Ceiling on Bill 
Discounts 

The Indian Banks Association 
has set a ceiling of 13.5 per cent 
on the rediscounting rate for 
trade bills. This has been done 
with a view to realigning the 
discount rate structure for 
inter-bank and bank-institu¬ 
tional monetary transactions 
with interest rates ruling in the 
inter-bank money market. Such 
a step is a natural corollary to 


the earlier IBA decision to 
place a ceiling of 12.5 per cent 
for overnight and other funds* 
lent or borrowed in the inter¬ 
bank call money market. Banks 
have been paying anywhere 
between 14 and 16 per cent to 
the General Insurance Corpo¬ 
ration and other institutions 
which have floating funds 
awaiting investment. In the 
case of G1C, investment by dis¬ 
counting bills is the only avenue 
of deploying remuneratively its 
short-term funds since it has 
not been allowed to participate 
in the call money market. 

India-Malaysia Double 
Taxation Agreement 

The agreement for the avoi¬ 
dance of double taxation and 
prevention of fiscal evasion 
with respect to taxes on income 
between India and Malaysia 
has become Jaw. Diplomatic 
notes certifying that all forma¬ 
lities necessary to give the 
agreement the force of law in the 
two countries were exchanged 
at Kuala Lampur and notifica¬ 
tion under section 90 of the 
Income-Tax Act, 1961 were 
issued. The agreement was 
signed between the two count¬ 
ries at New Delhi on October 
25 last year. 

The agreement is of a com¬ 
prehensive nature covering all 
types of incomes and also pro¬ 
vides for the exchange of infor¬ 
mation. The agreement shall 
have eiTect in India for the 
assessment year 1973-74 and 
subsequent assessment years, 
and in Malaysia from the assess¬ 
ment year beginning on 
January 1, 1973 and subsequent 
years of assessment. The main 
purpose of negotiating such 
agreements is to promote the 
flow of trade, capital, techno¬ 
logy and personnel from one 
country to the other for accele¬ 
rating the economic and indus¬ 
trial development of the 
country and to remove the tax 


obstacles that may be inhibiting 
such flow. 

Income-Tax Returns 
Simplified 

Persons deriving income from 
business or profession will no 


longer have to furnish parti¬ 
culars of expenditure under the 
specified head and of assets in 
the form of return of income. 
The Central Board of Direct 
Taxes has waived this require¬ 
ment by amending income tax 


Department of Atomic Energy 

On behalf of the President of India the Director, Directorate of 
Purchase and Stores. Department of Atomic Energy, Bombay, invites 
tenders as detailed below:— 

1. Tender No. DPS/NFC/ENG/325 due on 23-5-77. Fabrication 
and supply Sc oilstorage tank, as per theJdrawing and the tender specifica¬ 
tions—1 No. 

2. DPS/BAPC/R-5/ENG/270 due on: 26-5-77. Spiral wound gaskets 
(Stainless Steel 316 L and asbestos as filler material) as per tender specifi¬ 
cations.—900 Nos. 

3. DPS/NFC/ENG/323 due on: 30-5-77. Fabrication and supply of 
columns with matching nuts for Hydraulic press, as per drawing and tender 
specifications.—4 Nos. 

4. DPS/BAPC R-5/ENG/256 due on: 5-5-77. Stainless Steel basic 
coated electrodes of specification E-308 L-15 SFA 5,4 in various sizes and 
in large quantities. Qty: 19,760 Nos. 

5. DPS/GEN/134 due on 9-5-77. (i) Cotton Rags white bleached— 
14,100 Kgs. (ii) Cotton Rags white unbleached—19,250 Kgs. 

6. DPS/GEN/157 due on 12-5-77. (i) White Dusters 20146 Nos. 
(ii) Floor Dusters J2282 Nos. (iii) Stripped Dusters to IS: 839—23592 
Nos. 

7. DPS/BARC:ENG 9787 due on 13-5-77. Fabrication and supply 
of stock lank out of Aluminium Alloy as per Drawing and tender specifica¬ 
tions.—I no 

8. DPS/GEN/172 due on 16-5-77. Cotton Mops big size—14,423 

Nos. 

9. DPS/GEN/183 due on 17-5-77. Vinyl film, flexible 175 microns 
thickness—33500 Mlrs. 

10. Tender No. DPS/GEN/165 due on 18-5-77. (1) Paper Toilet- 
in packet 7144 pkts. (2) Toilet paper Tissue (Rolls)—45,730 Rolls. 

11. DPS/GEN/191 due on 19-5 77. Polythene Bags, clear transpa¬ 
rent—71,500 Nos. 

12. DPS/BARC/R-5/PPF/16T due on 30-5-77. Supply of seamless 
copper tubes as per purchaser's tender specifications. 

13. DPS/PPEE/PPF/due on 6-6-77. Supply of forged eirbon steel 
and forged S.S. pipe fittings as per purchaser's tender specifications. 

14. DPS/VBC/ENG/429 due on 13-5*77. Fabrication and supply of 
carbon steel horizontal tanks as per the drawing and tender specifications. 
Qty.: 2 Nos. 

15. DPS:HWP:PPF:606 due on 24-5-1977. Supply of stainless 
steel forged flanges material comforming to ASTM A-182 F3J6L as per 
purchasers* tender specification. 

16. DPS/PPED/ENG/1193—due on 20-5-77. Fabrication and supply 
.of leakage collection tanks, manufactured out of stainless steel as per the 
drawing and tender specifications.—2 Nos. 

17. DPS/NGC/GEN/160 due on 23-5-77. Glass Powder—type-I 
70 tons. Type-11 40 Tons. 

18. DPS:AMD:CAP:246 due on 1-6-77. Pneumatic shovel loader 
with suitable spare for 10,000 hours of running, as pci purchaser's specifica¬ 
tion-2 Nos, 

19. DPS/NAPP/PPED/PPF/49 due on 7-6-77. Supply of seamless/ 
fabricated stainless steel pipe and fittings as per purchaser's tender specifica¬ 
tion. 

20. DPS/BARC/R-5/IEE/29 due on:24-5-77. 1. Stainless Steel 

bourdontube/bellows differential pressure gauges with electrical contacts— 
475 Nos. 2. Stainless steel differential pressure gauges with a retransmitting 
potentiometer—165 Nos. 

Tender documents priced Rs. 5/- each for items at S. No. 1,2 &3, 
Rs. 10/- each for items at S. No. 4 to II, Rs. 15/- each for items at 
S. No. 12 St 13, Rs. 20/- each for items at S. No. 14 & 15, Rs. 25/- each 
for items at S. No, 16 to 19, Rs. 50/- for items at S. No. 20 and general 
conditions of contracts priced Rs. 0-50 p. can be had from the Finance and 
Accounts Officer, Department of Atomic Energy, Directorate of Purchase 
and Stores, 3rd Floor, Mohattar Building, Palton Road, Bombay-400001, 
between 10 a.m. to 1 p.m. on all working days except on Saturdays. Tender 
documents & general conditions of contracts for item at S. No. 18 will be 
issued upto 27-5-77. Import licence will be provided only if the items are 
not available indigenously. Tenders will be received upto 3 p.m. on 
the due date shown above and will be opened at 4 p.m. on the same day. 
The right is reserved to accept or reject lowest or any tenders in part or full 
without assigning any reasons. 

davp 645 (8)/77. 
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rules. An official release stated 
that persons furnishing their 
return of income for the assess¬ 
ment years 1977-78 or any 
earlier assessment years will, 
therefore, not be required to fill 
in parts iv and v of the form 
of return of income applicable 
in their case. It will, however, 
be open to the income tax 
officer to call for such parti¬ 
culars in individual cases. The 
board had amended the income 
tax rules through a gazette noti¬ 
fication on March 5, 1977 
amending the income tax rules 
1962, the release stated. 

Panel to Study 
Samachar 

The government appointed a 
12-member committee of emi¬ 
nent editors, journalists and 
other experts to examine the 
functions and future set-up of 
Samachar. The committee, 
headed by Mr Kuldip Nayar, 
Editor of the Express News 
Service, has been asked to give 
within three weeks recommen¬ 
dations concerning the future 
set-up for immediate implemen¬ 
tation. Samachar was formed 
last year by the integration of 
the Press Trust of India, the 
United News of India, Hindus¬ 
tan Samachar and Samachar 
Bharati. The appointment of 
the committee was announced 
by the ministry of Information 
and Broadcasting. 

Machinery for 
Distribution 

A permanent machinery for 
distribution of commodities of 
mass comsumption is “absolu¬ 
tely essential” for a population 
of India’s size, Mr Mohan 
Dharia, union minister of 
Civil Supplies and Coopera¬ 
tion stated recently. Mr 
Dharia indicated that an exer¬ 
cise has already started in his 
ministry on this issue. He 
recalled the constitution of a 


commit!e under his chairman¬ 
ship when he was in the Plan¬ 
ning ministry and the studies 
carried out by it and said 
though the report was presen¬ 
ted in December 1973, the then 
government had no time to 
go into it.. It would be his 
endeavour to set up a perma¬ 
nent distribution system. 

Csmsnt Prices 

Mr P.K. Mistry, president. 
Cement Manufacturers Asso¬ 
ciation pointed out at the 
annual general meeting recent¬ 
ly that the retention price pay¬ 
able to the cement manufac¬ 
turers was fixed by the govern¬ 
ment on the basis of the 
pricing formula recommended 
the TarifT Commission in its 
1974 report, and the formula 
itself was based on the costs of 
production of 23 cement units 
costed by the commission. 
The units whose actual costs 
of production were higher than 
the national cost reflected in 
the retention price found the 
retention price uneconomic. 
Many such units were actually 
incurring losses, and the return 
which accrued to others was 
too meagre to sustain them. 
These units could not operate 
at such a price indefinitely 
without becoming “sick” units 
at some stage. Further, certain 
units suffered from regional or 
locational disadvantages. For 
instance, the units in Saurash- 
tra and the southern zone had 
to incur a substantially higher 
freight on coal than the average 
lead of 975 km adopted by the 
Tariff Commission. 

Some units have to procure 
limestone from distant quar¬ 
ries, but only the pre-1956 units 
have been granted compensa¬ 
tion for the excessive freight 
on limestone incurred by them. 
Some units have to employ a 
disproportionately large labour 


force due to their age or the 
nature of their limestone de¬ 
posits. Over and above these 
factors, there was the levy of 
cess and cess surcharge on the 
royalty on limestone by certain 
state governments which went 
to inflate the cost of production 
of the effected units. These 
factors were beyond the control 
of the factories concerned and 
the association had taken up 
the matter with the government 
requesting special consideration 
for these and other high cost 
units. 

GIIC 

Gujarat Industrial Invest¬ 
ment Corporation sanctioned 
financial assistance of Rs 572.17 
lakhs and disbursed an amount 
of Rs 271.38 lakhs during the 
financial year 1976-77 for pro¬ 
motion, expansion, diversifica¬ 
tion and renovation of indus¬ 
tries in Gujarat. The assistance 
has been largely provided for 
capital investment and term 
finance with special emphasis 
on creation of enterpreneurship 
and development of backward 
areas. The performance during 
the year was significant in view 
of the fact that the assistance 
sanctioned indicates an increase 
of 134.25 per cent over 
Rs 234.87 lakhs sanctioned 
during 1975-76 and an increase 
of 33 per cent over Rs 204.30 
lakhs disbursed during 1975-76. 

The phenomenal increase in 
the assistance can be attributed 
chiefly to the reduced invest¬ 
ment margins and new con¬ 
cessions for backward districts. 
Now the enterpreneurs’ invest¬ 
ment margin on fixed assets 
is only 15 per cent in the 
districts of Surendranagar, 
Panchmahals and Broach and 
20 per cent in Banaskantha, 
Sabarkantha, Kutch, Junagadh, 
Amreli, Bhavnagar and Meh- 
sana, whereas in other districts 
the margin requirement is limi¬ 


ted 30 per cent. The policy 
decision of the government to 
sanction 15 percent subsidy 
upto Rs 15 lakhs even for 
projects with fixed capital 
investment of over Rs 1 crore 
is a booster for new industrial 
units of expansion in the three 
backward districts of Surendra¬ 
nagar, Panchamhals and 
Broach. 

IDPL Exports 

The Indian Drugs and Phar¬ 
maceuticals Limited (IDPL) 
is likely to make a big dent in 
the international market during 
the current year, both with 
regard to exports of drugs and 
consultancy services. Addres¬ 
sing a news conference recently 
Dr L.K. Behl. Chairman and 
Managing Director, IDPL, 
stated that the company was 
presently negotiating a Rs 1.4 
crore contract with Afghanis¬ 
tan for the export of formula¬ 
tion during 1977-78. This is 
in addition to an export order 
of the value of Rs 60 lakh bag¬ 
ged by the company from 
Afghanistan, last year, against 
which some quantities of for¬ 
mulations are to be supplied 
during 1977-78. 

Dr Behl pointed out that the 
total exports of formulations 
during 1976-77 were of the 
order of Rs 45 lakh of which 
about 80 per cent jwere expor¬ 
ted to Asghanistan and the 
remaining was divided among 
the other countries in the south 
east Asian region. In the case 
of exports of surgical instru¬ 
ments, he said that the com¬ 
pany’s total exports were of 
the order of Rs 15 lakhs lar¬ 
gely directed to the Soviet 
Union. He added that a three- 
member technical team of the 
IDPL is presently on a tour of 
the west Asian countries for 
exploring the possibility of set¬ 
ting drugs and pharmaceuticals 
plants for the Arab company 
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for Drugs Industries and Medi¬ 
cal Appliance (ACDIMA)—a 
multination company establish¬ 
ed by the Arab Council for 
Economic Unity. ACDIMA 
had earlier this year appointed 
1DPL as a prime consultant for 
providing technical assistance 
to it for setting up drugs and 
pharmaceuticals plants in 13 
countries of the Arab world. 

Shellac Export 

The minimum export price 
scheme for shellac has been 
abolished with immediate 
effect. Exports of shellac will 
continue to be canalised 
through STC which, as in the 


last fiscal year will be respon¬ 
sible for seedlac buffer stock 
operations. The quantum of 
obligatory lifting by exporters 
from seedlac buffer stock has 
been raised to 70 per cent 
from 65 per cent, as at pre¬ 
sent. STC's selling price for 
seedlac against obligatory lift¬ 
ing will be reduced, again with 
immediate effect, to Rs 650 
from Rs 722 per bag of 75 kg 
These are the main features of 
the lac export policy for 
1977-78 decided upon by the 
union Commerce ministry and 
made known to the export 
trade recently through STC. 

The secretary of Shellac 


Export Promotion Council, 
Mr Sukhendu Majumdar, 
stated that the union govern¬ 
ment had adopted an integrat¬ 
ed approach which would help 
all concerned interests in the 
lac industry. Meanwhile, STC 
has decided to build a buffer 
stock of 500 tonnes of seed¬ 
lac out of the current Baisakhi 
lac crop. 

Names in the News 

Mr I.D. Sethi has been 
appointed Commercial Direc¬ 
tor of Air-fndia. He was 
Tariffs Manager in July 1965; 
Commercial Manager- Planning 
in December 1968: and Com¬ 


mercial Manager-Marketing & 
Sales in November 1972. He 
was appointed Dy. Commercial 
Director (Marketing & Sales) on 
July 1 1974; and Dy, Commer¬ 
cial Director on May 6, 1976. 

Mr S. Narayan, Member, 
Central Board of Direct Taxes 
has taken over as Chairman 
of the Board. Mr Narayan 
belongs to the Indian Revenue 
Service. Before becoming Mem¬ 
ber of the Board in 1974, he 
was Secretary, Direct Taxes 
Inquiry Committee headed by 
former Chief Justice, Mr K.N. 
Wanchoo. Mr Narayan became 
Commissioner of Income-tax 
in 1964. 


ARE YOU RESPONSIBLE 
FOR PAYMENTS TO WINNERS OF 
LOTTERIES, CROSS-WORD PUZZLES? 



CORRECT INCOME TAX IS DEDUCTED AT 
SOURCE at the prescribed rates* on payments 
exceeding Rs. 1.000 

THE TAX so deducted is PAID to the credit 
of the Central Government within the 
prescribed time. 



PRESCRIBED RATES OF * 

CATEGORY OF ASSESSEES 

DEDUCTION 

INCOME TAX SURCHARGE 

Resident(other than 
compenies) 

30% 

3% 

Non-resident (other than 
companies) 

30% 

3% 


(or the higher rate applicable 
in his case) 

Domestic companies 

j 22% 

1% 

Non-domestic companies 

! 20% 

1 

1.6% 





FAILURE to comply with will, in addition to 
the recovery of tax, render you liable to 




Interest • Penalty • Fine and 
Rigorous Imprisonment 
for not less than 3 months 


COMPLY WITH TAX LAWS AND 
HELP MOBILISE RESOURCES 


J Issued by: 

DIRECTOR OF INSPECTION 
(PUBLICATIONS A PUBLIC RELATIONS) 
INCOME TAX DEPARTMENT 
NEW DELHI-110001. 


davp-76/814 
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COMPANY 

AFFAIRS 


Coromandel Fertilisers 

While addressing the annual 
genera! meeting of the Coro¬ 
mandel Fertilisers Ltd., the 
chairman. Dr Bharat Ram 
stressed the need to increase 
production, stabilise prices and 
provide opportunities for gain¬ 
ful employment. As a buo¬ 
yant agriculture holds the 
key to prosperity, the chair¬ 
man hoped that the emphasis 
will be on the primacy of 
agriculture and growth of 
agro-based industry. Dr Bharat 
Ram at the same time under¬ 
lined the need to end the 
period of sluggish investment 
activity and suggested to the 
government to formulate fiscal 
policies for fostering economic 
growth. 

Uninterrupted Power 

Adequate power, particularly 
uninterrupted power supply is 
of utmost importance to indus¬ 
try especially for a chemical 
process industry such as ferti¬ 
lizers. The company in fact has 
suffered substantial loss in 
nitrogen production due to 
unsatisfactory position in the 
supply of power. As fertilizer 
industry is occupying a signi- 
licaut place in the economy by 
virtue of its importance, the 
chairman made a strong plea 
to the government to exempt 
the industry from power 
restrictions. This step he said, 
will go a long way in stepping 
up fertilizer output and thus 
augment food production. 

The performance of the com¬ 
pany during 1976 was indeed 
commendable. Production has 
improved due to the steps 


taken by the company in re¬ 
vamping the plant. The com¬ 
pany could have achieved even 
belter production but for 
some of the unfortunate equip¬ 
ment problems the plant has 
had to contend with. The 
phosphoric acid unit has not 
matched its expectations. The 
plant at present is capable of 
yielding 325 tonnes per stream 
day although the company had 
planned to extract 400 tonnes 
per stream day from it. One 
of the world's most experienced 
nnd renowned experts in phos¬ 
phoric acid manufacture has 
been invited and the follow¬ 
up measures to be taken up 
after discussions is expected to 
result in a marginal improve¬ 
ment in production. 

Despite a difficult market 
situation and easy availability 
of the product, the company’s 
sales recorded a marked 
improvement during 1976. The 
tangible results achieved in 
this field during the year were 
mainly due to the aggressive 
marketing efforts made by the 
company. 

New Projects 

Referring to the new pro¬ 
jects the chairman said that 
the company has received the 
government’s permission for 
the manufacture of aluminium 
flouride to be recovered from 
the effluents of the phosphoric 
acid plant. Implementation is, 
however, pending due to the 
question of process technology 
to be employed. Negotiations 
are on with the government 
and it is hoped that the com¬ 
pany will be able to move 
forward with the implmenta- 


tion of the project soon. 
Moreover the company’s pro¬ 
ject for recovery of argon gas 
and ammonia has also been 
approved by the government. 
The release of necessary 
foreign exchange has also been 
assured for the project. 

Escorts 

Escorts Ltd has reported 
all-round remarkable improve¬ 
ments in its working results 
during the year ended 
December 31, 1976. The direc¬ 
tors have recommended a final 
equity dividend of eight per 
cent for 1976. With the interim 
dividend the total dividend for 
1976 comes to 16 per cent as 
compared to 12 per cent paid 
in the previous year. The 
dividend will absorb Rs 90.97 
lakhs. After payment of this 
dividend the general reserves 
would stand at Rs 7.95 crores 
as compared to Rs 6.15 crores 
at the end of 1975. 

Sales recorded a handsome 
increase to Rs 88.07 crores 
from Rs 80.52 crores while pre¬ 
tax profit shot up by about 
50 per cent from Rs 5.40 
crores to Rs 8.15 crores. 

Despite the general suppres¬ 
sion of demand in the tractor 
market caused by the heavily 
tax-laden prices the company’s 
sales of tractors improved 
impressively to 9881 from 9659 
in 1975, sales of piston assem¬ 
blies increased by 26 per cent 
and that of Rajdoot biwhcclers 
from 24,476 units in 1975 to 
26,002 units in 1976. There 
were steady increases in sales 
of almost all product lines 
handled by the company. 

The company’s total exports, 
including deliveries of tractors 
under the World Bank credit 
schemes, amounted to Rs 11.71 
crores. The export product 
range included tractors and 
farm implements, piston 
assemblies, railway and auto¬ 


mobile shock absorbers, beside- 
a host of other products. Per¬ 
formance of both Ford and 
Escort tractors exported to 
neighbouring countries are 
already yielding repeat orders. 

C.G.R. India Ltd, a joint 
venture with France, at SEEPZ, 
Bombay, for 100 per cent 
export of electro-medical 
equipment commenced pro¬ 
duction during the year and 
has already exported products 
worth Rs 50 lakhs. 

The expansion project at 
Bangalore for the manufacture 
of one million each of pistons 
and piston pins is well under 
way. The expansion plans for 
Goetze piston ring project, 
also located at Bangalore, 
is progressing satisfactorily. 
Renovation and replacement 
of plants and machinery at 
the company’s piston and 
piston pin plants in Bhadur- 
garh, Patiala, is expected to be 
completed shortly. 

ICICI 

ICrCF's operations during 
1976 have shown considerable 
improvement. Gross sanctions 
in 1976 amounted to Rs 112.07 
crores as against Rs 89.53 
crores in 1975. Net sanctions 
totalled Rs 97.24 crores 
(including Rs 41.48 crores by 
way of foreign currency loans, 
Rs 48.49 crores rupee loans 
and guarantees and Rs 7.27 
crores underwriting and direct 
subscription) compared to 
Rs 72.16 crores in 1975. As 
against near stagnancy between 
1974 and 1975, disbursements 
in 1976 showed an increase of 
20 per cent over 1975 from 
Rs 55.38 crores to Rs 66.44 
crores. 

To meet the increasing 
demand for rupee funds, the 
corporation floated, during 
1976, two issues of debentures 
—the eight and the ninth, for 
an aggregate of Rs 30.25 
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crores. Both the issues, were 
over-subscribed. 

The corporation continued 
to receive support from foreign 
financial agencies. The fifteenth 
and sixteenth lines of credit 
were sanctioned by the Kf W 
; during 1976. An allocation of 
sterling funds of £4 million 
has been made to ICICI by 
the UK government in 
i February 1977. In 1975, the 
World Bank sanctioned to 
ICICI the eleventh line of 
credit for US $100 million; 
ICICI has used this line of 
credit fully by way of sanc- 
; tions. The corporation has 
! approached the World Bank 
for further funds and negotia¬ 
tions are expected to take 
place shortly. 

Backward Areas 

The corporation continues 
! its efforts of promoting deve- 
I lopment in backward regions. 

1 The sanctions to projects in 
| backward regions during 1976 
[ amounted to Rs 38.52 crores, 

: accounting for about 40 per 
i cent of the total sanctions in 
| that year. 

j The corporation also parti¬ 
cipated in 1976, in two 
missions by central financial 
institutions to review indus¬ 
trialisation in the states of 
^Orissa and Himachal Pradesh. 
The corporation contributed 
towards the initial share capital 
of the four new technical 
consultancy organisations set 
up in the states of Andhra 
Pradesh, Jammu and Kashmir, 
Uttar Pradesh and Orissa. This 
brings the total number of 
TCOs supported by the cor¬ 
poration to six. 

The corporation’s gross 
income increased from 
Rs 23.81 crores in 1975 to 
Rs 26.84 crores in 1976. Profits 
before tax amounted to 
Rs 6.20 crores compared with 
Rs 4.95 crores in 1975. The 
i directors have recommended 


a dividend of 12 per cent for 
the year 1976, as against 
11 per cent for the earlier 
year. 

In the twenty-two years of 
its operations, the corporation 
sanctioned a total amount of 
Rs 782.64 crores to 1,125 
enterprises. It is significant 
that of these, 145 enterprises 
were undertaken by entre¬ 
preneurs having no previous 
experience of industry. 

The total resources of the 
corporation at the end of 
1976, net of repayments 
and cancellations, aggregated 
Rs 420.16 crores—Rs 147.05 
crores in rupees and the equi¬ 
valent of Rs 273.11 crores 
in foreign currencies. 

The corporation has started 
participating with IDBI and 
IFCI in providing loans on 
soft terms for modernisation 
of units in sugar, cement, 
cotton and jute textiles and 
engineering industries. 

Guest Keen Williams 

Guest Keen Williams Ltd. 
has suffered a set back in its 
working during the 52-week 
period ended January 1, 1977. 
While sales recorded a nominal 
decline to Rs 79.28 crores from 
Rs 10.55 crores in the preced¬ 
ing year, pre-tax profit was 
significantly lower at Rs 4.63 
crores as compared to Rs 6.42 
crores in the earlier year. The 
subdued demand for most of 
its products affected adversely 
the operations of the company 
during 1976. There had been 
a faint glimpse of recovery in 
certain sections during the last 
quarter, but not strong enough 
to make much difference to the 
overall performance of the 
company. Persistent liquidity 
problems all round was another 
adverse factor which very 
seriously inhibited any market 
revival. In the event, there 
was a marginal fall in turnover 
during 1976. This decline was 


a function of both reduced 
volume in certain product 
groups and price adjustments 
to suit market conditions. 

Power rates in the eastern 
region went up substantially 
again. The thrust of other 
cost escalations although on 
a lower scale compared to 
previous years still continued 
to erode margin. Additionally, 
servicing cost of borrowed 
funds was much higher during 
the period under review. 

Input problems were by and 
large not formidable except 
for imported electrical grade 
sheet steel where irregular 
arrivals did affect production. 
Power constraint still operates, 
and its impact was felt more 
acutely in Bombay and Banga¬ 
lore regions compared to Cal¬ 
cutta. 

Export prospects during 
1976 had brightened but the 
continuing global recession 
offered stiff competition. The 
total f.o.b. value of exports 
during the period under review 
came to Rs 269.22 lakhs as 
compared to Rs 210.09 lakhs 
for 1975. But for shipping 
bottlenecks, the export figure 
would have been higher. 

The balance of profit avail¬ 
able for disposal after certain 
adjustments and appropria¬ 
tions amounted to Rs 200.49 
lakhs. The directors have 
recommended payment of a 
dividend of Rs 1.20 per share, 
for 1976. This will absorb 
Rs 116.79 lakhs leaving a 
balance of Rs 83.70 lakhs to be 
transferred to general reserve. 

Gujarat Alkalies and 
Chemicals Ltd 

To meet a part of the esca¬ 
lation in the cost of the caustic 
chlorine project of Gujarat 
Alkalies and Chemicals Ltd the 
all India financing institutions 
and banks have agreed to pro¬ 
vide additional term loans of 
Rs 350 lakhs, leaving a 


balance amount of Rs 170 
lakhs to be raised through 
additional equity issue. The 
proceeds of the issue would be 
utilised to meet the outstand¬ 
ing payments and for repay¬ 
ment of the bridging finance 
from banks in respect of the 
project cost. It is proposed to 
offer these shares at par as 
rights to existing shareholders 
in the ratio of two additional 
shares for every five existing 
shares. Of the rights issue, 
shares of Rs 68 lakhs will be 
offered to Gujarat Industrial 
Investment Corporation Ltd as 
rights, shares of Rs 10.25 
lakhs will be offered as rights 
to the financing institutions 


THE CALCUTTA ELECTRIC 
SUPPLY CORPORATION 
LIMITED 

(Incorporated in England) 
Notice 

Notice is hereby given that 
the Board of Directors of this 
Company at a meeting held on 
20th April, 1977, has declared 
payment of Final Dividend on 
the Company’s Preference 
Stock for the year ended 31st 
March, 1977, at the rate of 3% 
gross. Payment will be made 
on 13th June, 1977, after de¬ 
duction of appropriate Indian 
Income Tax to those Stock¬ 
holders whose names are regis¬ 
tered in the Company’s Stock 
Register on 13th May, 1977. 

Applications for transfers re¬ 
ceived in this office upto 13th 
May 1977, will, if otherwise 
satisfactory, be registered at 
that date for the purpose of 
participation in the above Divi¬ 
dend. The Registration of 
Transfers of Preference Stock 
in the Calcutta Register will 
remain suspended and the 
Register of Preference Stock¬ 
holders in Calcutta will remain 
closed during the period from 
14th May to 20th May, 1977, 
both days inclusive. 

By Order of the Board 
(S.K. NIYOGI) 
SECRETARY 
Victoria House, 

Calcutta, 20-4-77. 
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and the balance of Rs 91.75 
lakhs will be offered to the 
other shareholders. On receipt 
of the requisite approval from 
the Controller of Capital Issues. 

Despite the escalation in the 
project cost, the company 
expects to earn reasonable 
profits in view of the satisfac¬ 
tory selling price of caustic 
soda, chlorine and hydrochlo¬ 
ric acid. 

The companys caustic chlo¬ 
rine plant went into produc¬ 
tion on October 19, 1976. 
Ever since the start up, the 
plant has been functioning 
smoothly. The present daily 
rate of production is about 60 
tonnes of caustic soda which 
would be stepped up to the 
level of 80 tonnes. 

The company has secured 
a letter of intent for the manu¬ 
facture of cyanuric chloride, a 
high-priced chemical required 
for the manufacture of reactive 
dyes, optical whiteners and pes¬ 
ticides and medicines. This is 
an import substitution project, 
and will be the first of its kind 
in the country to manufacture 
cyanuric chloride on a large 
scale starting from basic chemi¬ 
cals utilising hydrocyanic 
acid as a raw material. Vigo¬ 
rous efforts are afoot to firm 
up all preparations for this 
project. 

News and Notes 

The Monopolies and Res¬ 
trictive Trade Practices Com¬ 
mission has initiated suo 
moto proceedings in respect 
of M/s National Radio and 
Electronics Co Ltd, Bombay, 
which is engaged in the mar¬ 
keting of electronic and elec¬ 
trical goods. The notice issued 
to the respondent alleges that 
the company has appointed a 
number of dealers on terms 
and conditions contained in a 
standard form of agreement. 
The said agreement is alleged 
mpru* nta j n tra( j c pract j ccs suc h 


as exclusive dealings, restric¬ 
tion on appointment of sub¬ 
dealers without permission, 
territorial restrictions, re-sale 
price maintenance, acceptance 
of deposits without interest, 
discount by reasons of dealings, 
etc. The said trade practices 
are alleged to be preventing, 
distorting or restricting com¬ 
petition in various ways. 


The Indian Plywood Manu¬ 
facturing Company Limited, a 
leading plywood and allied 
products manufacturer has 
successfully completed an 
export order to the gulf coun¬ 
tries worth over Rs 3 5 lakhs 
for particle boards made from 
teakwood chips and bonded 
with phenol formaldehyde syn¬ 
thetic resin. This is the first 
time that particle board, which 
is a product of a nascent indus¬ 
try, has been exported on such 
a large scale. The utility of 
phenol-bonded teakwood 
particle board is being well 
appreciated in the Arab coun¬ 
tries because it is resistant to 
termites and is extremely suit¬ 
able to be used for exterior 
purpose. These two qualities 
make IPM’s particle boards 
superior to others manufactur¬ 
ed elsewhere in the world. The 
demand in the Gulf countries 
for phenol bonded teakwood 
particle board is likely to rise 
in view of the growing building 
activity in these countries. 

In the financial year just 
ended Bharat Electronics Ltd, 
has recorded a four-fold 
increase over its best export 
performance of Rs 1.86 crores 
of 1973-74 by exporting electro¬ 
nic components and equipment 
worth Rs 7.36 crores. For the 
first time the company started 
exporting professional electro¬ 
nic equipment in a big way. 
The export of equipment alone 
was about Rs 6 crores. The 
export was more than ten per 


cent of the total sales of the 
company from its two units at 
Bangalore and Ghaziabad. The 
total BEL sales amounted to 
over Rs 68 crores which is 
about 25 per cent more than 
its previous years figure of 
Rs 55.67 crores. 

New Issues 

Andhra Pradesh Tanneries 
Limited is a joint sector 
project promoted by Andhra 
Pradesh Industrial Develop¬ 
ment Corporation, Hyderabad, 
and co-promotcd by Mr T. 
Rajagopal Rao, himself a 
leather technologist with vast 
experience in leather industry 
and trade. 

The company has located 
its project at Nellimarla, near 
Vizianagaram, a notified back¬ 
ward district in Andhra Pradesh. 
The project cost is Rs 153 
lakhs and on completion, the 
factory will be equipped to 
process two lakh numbers of 
El/wet blue chrome tanned 
hides into finished leather per 
annum. The main raw mate¬ 
rial, namely, wet blue hides, 
are available in plenty in 
Andhra Pradesh. The factory 


Name of the company 


Higher Dividend 

New India Industries 
Jyoti Switchgear 
Same Dividend 
Beco Engineering 
Travancore Rayon 
Kesar Sugar Works 
Assam Brook Estates 
Andhra Sugars 
Rohit Mills 
Arvind Mills 
Reduced Dividend 
Nutan Mills 


is expected to go into produc¬ 
tion by April 1977. 

There is a good demand for 
finished leatherwithin the coun¬ 
try as well as abroad. The 
company has export obligation 
of 60 per cent of its annual 
production. In view of the 
growing demand for leather 
abroad, no difficulty in fulfill¬ 
ing this obligation is visualised. 
The directors are of the 
opinion that in the absence of 
any unforeseen circumstances, 
the company should be in a 
position to pay dividends on 
equity shares within a reason¬ 
able period. 

The cost of the project 
amounting to Rs 153 lakhs is 
being financed by share capi¬ 
tal amounting to Rs 60 lakhs 
and term loans aggregating 
Rs 93 lakhs. 1FCJ, IDBI, and 
ICICI have sanctioned the 
necessary term loans. The 
promoters and the co-promo¬ 
ter have already taken up 
306,000 equity shares. The 
present issue for public sub¬ 
scription, is for the remaining 
294,000 equity shares of Rs 10 
each. The entire public issue 
is underwritten. 


Year ended Equity dividend 
declared for ■ 


Current Previovs 




year 

year 

Dec. 

31, 1976 

17.0 

15.0 

Dec. 

31, 1976 

10.0 

8.0 

Dec. 

31, 1976 

6.0 

6.0 

Dec. 

31, 1976 

Nil 

Nil 

Sept. 

30, 1976 

Nil 

Nil 

Dec. 

31, 1976 

20.0 

20.0 

Sept. 

30, 1976 

12.0 

12.0 

Dec. 

31, 1976 

12.0 

12.0 

Dec. 

31, 1976 

18.0 

18.0 

Dec. 

31, 1976 

8.0 

18.0 


Dividend 


(per cent) 
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RECORDS 


Wholesale prices 


AND 

STATISTICS 


I 

1 The official wholesale prices 
index of ‘All-commodities * 
(base 1970-71=100) stood at 
181.3 during the week ended 
April 2, 1977 as against 181.5 
for the immediately preceding 
week. Compared with the 
previous week the index for the 
week under review showed a 
fall of 0.1 per cent. Groupwisc 
analysis of price movement is 
shown below: 

Primary articles 

Among primary articles, the 
index for ‘Food Articles' 
stood at 165.2 as against 164.8 
for the previous week, showing 
a rise of 0.2 per cent. The 
increase in the? index was due 
to higher prices of fish (| 5 per 
cent), fruits & vegetables (4-2 
per cent) and rice (4-1 per cent). 
However, prices of barley (—6 
per cent), gram, arhar and eggs 
(—3 per cent each), wheat and 
mung (—2 per cent each) and 
ragi (—1 per cent) showed a fall. 

Non-food articles 

Lower prices of castor seed 
1 and raw tobacco (—8 per cent 
each), linseed (—7 per cent), 
tanning materials and lac (—6 
per cent each), groundnut and 
rape & mustard seeds(—3 per 
cent each), cotton seed (—2 per 
cent) and copra (—1 per cent) 
brought down the index for 
“Non-food Articles” (which 
includes industrial raw mate¬ 
rials) by 1.5 per cent to 180.4 
as against 183.1 for the pre¬ 
vious week. However, prices of 
raw hides (+3 per cent), niger 
seed (+2 per cent), raw jute and 
kardi seed (+1 percent each) 
moved up during the week. 

The index for ‘Minerals’ 


remained unchanged at its pre¬ 
vious week's level of 442.2. 

Fuel, power, light and lubricants 

The index for ‘fuel, power, 
light and lubricants’ group 
stood stationary at its earlier 
week's level of 232.0. 

Manufactured products 

Among manufactured pro¬ 
ducts, the index tor the group 
‘Food Products’ showed a fall 
of 0.5 per cent to 184.4 as com- 
to 185.3 for the last week due 
to lower prices of so Ivan t ex¬ 
tracted groundnut oil (—1 per 
cent), khadsari (—4 per cent), 
vanaspati (—3 per cent), coco¬ 
nut oil (—2 per cent), sugar 
and salt (—1 per cent each). 
.However prices of gingelly oil, 
cotton seed oil, animal food 
(4 3 per cent each), mustard 
oil and oil cakes ( ! ■ I per cent 
each) increased. 

The index for “Beverages, 
Tobacco and Tobacco Pro¬ 
ducts” stood stationary at its 
previous week's level of 166.4. 

Textiles 

The index for ‘Textiles’ 
advanced by 0.2 per cent to 
164.9 as against 164.5 for the 
previous week due to an 
increase in the prices of hand- 
loom and powerloom, art silk 
and artificial yarn and silk and 
art silk fabrics (4-1 per cent 
each). The prices of jute manu¬ 
factures (“2 per cent), how¬ 
ever, declined. 

Paper and paper products 

The index for ‘Paper and 
Paper Products’ remained un¬ 


changed at the preceding week’ 
level of 182.2. 

The index for ‘Leather and 
Leather Products’ stood 
stationary at its last week's 
level 224.2. 

The index for ‘Rubber and 
Rubber Products’ stood at last 
week's level of 156.8. 

Chemical products 

The index for the ‘Chemical 
and Chemical Products' stood 
at 171.4 as against 171.2 for the 
previous week. Prices of carban 
dioxide (+5 per cent) and 
bichromates (4-2 per cent) in 
creased while prices of linseed 
oil (—2 per cent) showed a fall. 

Mineral products 

The index for ‘Non-metallie 
Mineral Products’ stood at 
190.0 as against 189.7 for the 
last week. 

Basic metals 

The index for ‘Basic Metals, 
Alloys and Metal Products’ 
group advanced by 0.4 per cent 
to 191.4 as against 190.7 for 
the previous week due to a rise 
in prices of tin (4-23 per cent) 
and lead (4-13 per cent). How¬ 
ever the prices of zinc (—4 per 
cent) and nickel (—2 per cent) 
registered a fall. 

The index for ‘Machinery and 
Transport Equipment’ group 
maintained its previous week's 
level of 169.2. 

Miscellaneous products 

The index for the ‘Miscel¬ 
laneous Products' rose by 0.4 


per cent to 168.9 as against last 
week’s level of 168.3. 

BENGAL INGOT COMPANY 
LIMITED 

5 Hide Road, 

Pom Box No. 17 205 
Calcutta 700 045 

Public Notice 

Notice is hereby given in 
accordance with the Rule 4A(1) 
of the Monopolies and Restric¬ 
tive Trade Practices Rules, 1970 
that application under Section 
21 of the MRTP Act and under 
the Industries (Development & 
Regulation) Act, 1951 are pro¬ 
posed to be made seeking Cent¬ 
ral Government’ approval to 
make substantial expansion by 
manufacturing marine propel¬ 
lers in copper base alloys at 
our existing foundry at Cal¬ 
cutta. 

We are primarily manufac¬ 
turers uf non-ferrous alloy cas¬ 
tings and ingots. Making use 
of the existing facilities, we 
propose to manufacture marine 
propellers and accessories to 
meet the increasing require¬ 
ments of the ship building 
industry. Our proposal envi¬ 
sages manufacture of propel¬ 
lers and accessories (Capacity 
90 tonnes per annum) upto 
piece weight of 3 tonnes each 
and larger sizes, should there 
be demand. After successfully 
meeting the requirements in 
India, wc will also explore the 
export possibilities. Any per¬ 
son interested in the above mat¬ 
ter may, if he so desires, inti¬ 
mate to the Central Govern¬ 
ment, in the Department of 
Company Affairs, within 14 
days from the date of publica¬ 
tion of this notice, his views with 
regard to the proposal men¬ 
tioned above and the nature of 
his interest therein. 

For Bengal Ingot Co. Ltd. 

K. K. SHARMA 
Secretary 

Calcutta 
April 26,1977. 
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Index Numbers of Wholesale Prices by Major Groups, Groups & Sub-groups 


(Base 1970-71 -100) 


Major group, groups Weights in 

& sub-group relation to 

all-commoditics 

2.4.77 

26.3.77 

(Provisional) 

Week Ended 

5.3.77 

5.2.77 

(Final) 

3.4.76 

1 

2 

3 

4 

5 

6 

7 

All Commodities 

(1000.00) 

181.3 

181.5 

182.4 

180.4 

163.9 

I. Primary Articles 

416.67 

177.3 

177.8 

177.9 

174.8 

149.3 

A. Food Articles 

297.99 

165.2 

164.8 

162.8 

158.8 

142.2 

Foodgrains (a + b) 

129.22 

159.9 

161.0 

163.1 

160.4 

145,7 

(a) Cereals 

107.43 

158.4 

158.8 

160.6 

158.7 

145.9 1 

(b) Pulses 

21.79 

167.7 

172.0 

175.5 

168.8 

145.0 

Fruits & vegetables 

61.32 

152.8 

150.0 

146.2 

143.2 

118.5 

Milk & milk products 

61.50 

152.3 

151.9 

150.4 

151.4 

142.3 

Eggs, fish & meat 

18.97 

177.4 

175.3 

178.4 

187.1 

164.2 

Condiments & spices 

10.94 

174.0 

174.5 

170.0 

152.8 

164.8 

Other food articles 

16.04 

282.9 

282.1 

248.3 

203.6 

164.8 

B. Non Food Articles 

106.21 

180.4 

183.1 

189.2 

188.6 

134.8 

Fibres 

31.73 

195.3 

195.0 

196.3 

196.2 

150.6 

Oilseeds 

42.01 

171.2 

175.7 

189.7 

186.0 

104.4 

Other non-food articles 

32.47 

177.6 

181.0 

181.6 

184.4 

158.7 

C. Minerals 

12.47 

442.2 

442.2 

441.3 

442.2 

442.9 

Metallic minerals 

2.29 

177.4 

177.4 

172.8 

177.4 

172.8 

Other minerals 

4.16 

181.5 

181.5 ■ 

181.3 

181.5 

180.8 

Petroleum crude and natural gas 

6.02 

723.6 

723.6 

723.6 

723.6 

727.4 

II. Fuel, Power, Light & Lubricants 

84.59 

232.0 

232.0 

232.0 

232.1 

229.4 

Coal mining 

11.47 

J97.2 

197.2 

197.1 

197.7 

197.7 

Mineral oils 

49.12 

267.6 

267.6 

267.6 

267.6 

267.2 

Electricity 

24.00 

175.8 

175.8 

175.8 

175.8 

107.4 

ILL Manufactured Products 

490.74 

176.0 

176.0 

177.8 

176.4 

165.0 

A. Food Products 

133.32 

184.4 

185.3 

193.3 

187.1 

160.0 « 

Dairy products 

3 00 

180.9 

180.9 

180.9 

180.9 

181.4 

Canned & preserved fruits & vegetables 

0.39 

155.5 

155.5 

155.5 

155.5 

155.5 

Canned & preserved fish & sea food 

0.36 

205.0 

229.2 

205.0 

229.2 

191.0 

Grain mill products 

4.64 

159.8 

159.8 

159.8 

159.8 

170.4 

Bakery products 

1.05 

159.8 

158.8 

159.8 

159.8 

163.1 

Sugar, khandsari & gur 

72.41 

190.2 

191.7 

197.7 

190.4 

193.4 

Sugar, confectionary, cocoa & chocolate 

0.53 

160.2 

160.2 

160.2 

160.2 

160.3 

Miscellaneous food products 

49.16 

179.4 

180.1 

192.8 

186.6 

109.9 

Edible oils 

37.16 

166.7 

168.4 

184.1 

175.8 

104.7 

Oilcakes 

9.05 

234.5 

231.8 

237-4 

237.4 

117.1 

Other miscellaneous food products 

2.95 

# 170.3 

167.9 

164.7 

167.4 

153.0 

B. Beverages, Tobacco & Tobacco Products 

27.08 

166.4 

166.4 

166.1 

166.4 

170.0 

Wine industries 

6.77 

133.3 

133.3 

132.2 

133.3 

132.2 

Soft drinks 

0.82 

224.9 

224.9 

224.9 

224.9 

224.9 

Tobacco manufactured 

19.49 

175.4 

175.4 

175.4 

175.4 

180.9 ' 
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Index Numbers of Wbolestle Prices by Major Groups, Groups & Subgroups— Contd. 


1 2 3 4 5 6 7 


C. Textiles 110.26 

Cotton textiles 81.02 

Woollen yarn Sc textiles 2.44 

Silk, art silk & synthetic fibre textiles 12.03 

Jute, hemp Sc mesta textiles 12.14 

Textiles products n.c.s. 1.83 

D. Paper Sc Paper Products 0.51 

E. Leather Sc Leather Products 3.85 

Tanned and cured finished leather 2.95 

Footwear Sc other leather products 0.90 

F. Rubber Sc Rubber Products 12.07 

Tyres & tubes 9.84 

Other rubber products 2.23 

G. Chemicals Sc Chemical Products 55.40 

Basic industrial chemicals 7.26 

Fertilisers 12.52 

Insectic’dcs 1.16 

Paints & varnishes 1.92 

Drugs & medicines 9.03 

Cosmetics, soaps Sc detergent 5.06 

In-ediblc oils 1.54 

Synthetic resins, resins Sc plastic materials 0.30 

Dyestuff* Sc other chemicals n.e.s. 7.09 

H. Noil-metallic Mineral Products 14.15 

Structural clay products 1.82 

Glass & glass products 1.98 

Earthernwarc & earthern pottery 0.96 

Cement, lime & planter 7.07 

Miscellaneous non-metallic mineral products 2.32 

I. Basic Metals, Alloys & Metals Products 59.74 

(Basic metals Sc alloys) (46.51) 

Iron Sc steel Sc ferro alloys 34.73 

Non-ferrous metals & their alloys 11.78 

Metal products 13.23 

J. Machinery Sc Transport Equipment 67.18 

Machinery & machine tools 50.45 

Non-electrical machinery 30.91 

Electrical machinery 19.54 

Transport equipment 16.73 

Motor vehicles Sc parts 13.78 

Motor cycles, scooters, bicycles Sc parts 3.00 

K. Miscellaneous Products 7.20 

Wood Sc wood products 1.74 

Other manufacturing industries n.e.s. 5.46 


164.9 

165.4 

162.8 

162.4 

145.1 

169.1 

168.5 

166.2 

165.6 

143.0 

210.6 

210.6 

210.6 

210.6 

202.0 

158.3 

157.3 

155.6 

154.0 

156.0 

130.0 

132.1 

133.8 

135.9 

131.6 

192.5 

192.5 

192.5 

192.5 

183.8 

182.2 

182.2 

182.2 

182.2 

180.4 

224.2 

224.2 

224.2 

228.3 

224.2 

230.6 

230.6 

230.6 

230.6 

230.6 

203.1 

203.1 

203.1 

203.1 

204.9 

156.8 

156.8 

156.9 

159.9 

158.7 

154.6 

154.6 

154.7 

154.7 

157.0 

166.3 

166.3 

166.3 

166.3 

165.9 

171.4 

171.2 

171.4 

174.7 

169.1 

190.6 

190.5 

189.2 

190 3 

191.9 

178.6 

178.6 

178.6 

185.8 

189.8 

232.7 

232.7 

232.7 

232.7 

232.0 

207.4 

207.4 

207.4 

207.4 

199.6 

135.4 

135.4 

134.7 

135.2 

128.3 

170.4 

169.9 

169.8 

178.6 

166.4 

158.7 

161.4 

187.2 

193.6 

97.7 

165.6 

165.6 

164.4 

165.4 

162.7 

179.4 

178.0 

178.0 

179.4 

172.5 

190.0 

189.7 

189.9 

189.8 

191.0 

209.0 

209.0 

209.8 

209.8 

207.1 

190.2 

190.2 

J90.6 

189.8 

218.2 

253.3 

253.3 

253.3 

253.3 

253.3 

174.3 

173.8 

173.8 

173.8 

172.1 

196.3 

196.3 

196.3 

196.3 

187.1 

191.4 

198.7 

191.0 

190.6 

188.1 

193.3 

192.5 

192.8 

192.4 

190.9 

187.0 

187.0 

187.0 

187.0 

186.7 

212.1 

208.9 

210.0 

208.4 

203.3 

184.5 

184.5 

184.5 

184.2 

178.2 

169.2 

169.2 

169.1 

169.1 

170.6 

169.6 

169.6 

169.6 

169.5 

171.2 

173.8 

173.8 

173.8 

173.8 

177.2 

163.0 

163.0 

162.9 

162.7 

161.9 

167.8 

167.8 

167.8 

167.8 

168.6 

173.1 

173.1 

173.1 

173.2 

174.0 

143.2 

143.2 

143.2 

142.9 

143.7 

168.9 

168.3 

168.3 

168.3 

165.2 

160.9 

160.8 

160.8 

160.8 

160.8 

171.6 

170.7 

170.7 

170.7 

166.7 
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Coanoer Price Index Namben for Industrial Workers (Bale 1960 *■ 100) 


* i 

1965- 

1969- 

1970- 

1971- 

1972- 

1973- 

1974- 

1975- 




1976 



1977 


66 

70 

71 

72 

73 

74 

75 

76 










July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 









All India 

— 

177 

186 

192 

207 

250 

317 

313 

297 

298 

302 

304 

306 

306 

307 

310 

Ahmedabad 

130 

169 

176 

181 

198 

245 

305 

293 

276 

279 

283 

281 

280 

284 

286 

293 

Alwaye 

145 

197 

198 

202 

215 

267 

346 

358 

326 

318 

322 

322 

328 

330 

320 

319 

Asansol 

140 

178 

189 

194 

206 

245 

316 

317 

314 

319 

319 

321 

323 

321 

322 

326 

Bangalore 

144 

183 

186 

194 

212 

265 

318 

332 

312 

312 

319 

326 

335 

330 

336 

342 

Bhavnagar 

132 

178 

186 

194 

217 

273 

327 

315 

29 1 

297 

301 

303 

300 

298 

297 

301 

Bombay 

130 

175 

182 

190 

203 

233 

289 

300 

298 

294 

298 

297 

299 

300 

301 

309 

Calcutta 

131 

172 

182 

187 

197 

228 

288 

287 

296 

293 

298 

306 

303 

298 

297 

299 

Coimbatore 

132 

154 

163 

177 

18 9 

218 

209 

319 

300 

312 

213 

315 

313 

312 

312 

315 

Delhi 

136 

185 

199 

211 

222 

265 

337 

333 

328 

334 

335 

334 

331 

332 

336 

340 

Digboi 

138 

180 

189 

188 

198 

234 

310 

317 

309 

311 

310 

309 

308 

310 

312 

314 

Gwalior 

139 

184 

191 

197 

214 

271 

348 

324 

316 

322 

322 

320 

314 

314 

322 

330 

Howrah 

137 

176 

186 

191 

206 

239 

298 

290 

291 

285 

290 

296 

300 

294 

293 

298 

Hyderabad 

140 

185 

189 

195 

211 

251 

304 

316 

301 

303 

304 

311 

317 

321 

321 

320 

Jamshedpur 

136 

170 

183 

187 

202 

249 

313 

293 

280 

284 

284 

297 

297 

293 

294 

299 

Madras 

134 

160 

170 

182 

203 

229 

301 

314 

281 

280 

283 

287 

298 

305 

398 

298 

Madurai 

128 

152 

183 

192 

206 

236 

334 

333 

291 

293 

295 

303 

316 

321 

315 

318 

Monghyr 

151 

188 

205 

204 

225 

292 

263 

325 

313 

317 

325 

330 

322 

323 

330 

331 

Mundakayam 

138 

J9I 

197 

199 

210 

263 

337 

346 

309 

303 

305 

305 

309 

310 

313 

294 

Nagpur 

138 

176 

187 

192 

203 

256 

214 

326 

298 

294 

305 

305 

303 

295 

298 

299 

Saharanpur 

141 

181 

186 

198 

213 

253 

338 

313 

303 

297 

298 

298 

298 

307 

312 

317 

Sholapur 

128 

176 

185 

191 

216 

277 

325 

342 

291 

306 

310 

310 

320 

318 

314 

315 

% 











Source: Labour Bureau, 
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Consumer Price Index Numbers for Urban Non-manual Employees 

(Base 1960 = 

100) 



1965- 

1969- 

1970- 

1971 

- 1972- 1973 

- 1974- 

1975- 




1976 



1977 



66 

70 

71 

72 

73 

74 

75 

76 







_ 



July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Jan. 

AH India 


132 

167 

174 

180 

192 

221 

270 

277 

275 

277 

279 

280 

280 

280 

282 

Bombay 


132 

162 

168 

172 

183 

204 

241 

249 

256 

256 

256 

256 

255 

255 

256 

Delhi-New Delhi 

131 

168 

174 

180 

190 

217 

262 

273 

273 

276 

277 

273 

273 

272 

275 

Calcutta 


126 

162 

170 

174 

180 

204 

238 

243 

249 

252 

250 

255 

254 

256 

254 

Madras 

Hyderabad- 


133 

161 

175 

188 

204 

231 

291 

306 

290 

291 

293 

296 

299 

302 

301 

Secunderabad 

133 

167 

174 

180 

195 

223 

270 

283 

277 

278 

280 

283 

287 

289 

292 

Bangalore 


133 

164 

172 

180 

194 

228 

272 

284 

278 

280 

285 

288 

293 

293 

294 

Lucknow 


132 

171 

166 

174 

185 

215 

255 

270 

272 

272 

272 

274 

274 

274 

279 

Ahmedabad 


131 

168 

171 

173 

188 

222 

271 

272 

262 

263 

266 

264 

262 

262 

263 

Jaipur 


133 

176 

1 83 

188 

205 

244 

308 

311 

310 

311 

314 

313 

316 

316 

318 

Patna 


139 

180 

191 

190 

199 

229 

286 

284 

289 

278 

284 

288 

286 

286 

287 

Singapur 


134 

174 

184 

191 

200 

215 

262 

283 

296 

296 

298 

302 

301 

302 

310 

Trivandrum 


131 

172 

178 

184 

198 

231 

280 

297 

300 

299 

302 

304 

305 

308 

308 

Cuttack-Bhubaneswar 142 

169 

176 

184 

196 

221 

266 

270 

267 

271 

274 

278 

280 

279 

277 

Bhopal 


133 

172 

180 

188 

204 

238 

295 

296 

298 

297 

296 

297 

295 

295 

301 

Chandigarh 


129 

171 

178 

183 

194 

217 

265 

278 

283 

286 

286 

283 

282 

283 

287 

Shillong 


123 

164 

166 

175 

183 

208 

257 

274 

268 

270 

270 

267 

267 

268 

269 


Source: Central Statistical Organisation, 
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Bandwagon? Goods train? 

Or, What? 

The Janata omelette is taking shape. Eggs, naturally, had to be broken -and they 
were duly broken. The short shrift given to Congress governments in nine states was 
nearly as integral to the political strategy of the party as the merger declarations of 
May 1. The imposition of president’s rule on those states, as a preliminary to elections 
in June, was as innocent of any moral imperative as any exercise of authority in the 
history of the politics of power. There was—and still is—a clear case for the imme¬ 
diate prosecution of those who were (or, are) chief ministers or other ministers of 
states where illegalities were committed or corrupt practices indulged in or connived at 
by them under the licence granted by the emergency to the previous regime and its 
myrmidons. But the dissolution of the assemblies, through procedures and on grounds 
not contemplated in the constitution, can be justified only by those who have, or 
believe they have, benefited directly or indirectly from that dissolution. The public, 
however, need not be unduly upset by the cynicism of men in power. It knows that 
statesmen never speak of principles, but only of reasons of state and that politicians 
do orate about principles, but the only use they have for them is to break them on 
the grounds of expediency. Expediency, in fact, is the only enduring principle of 
government, as, indeed, of all human relations. 

Expediency, nevertheless, must be practised wisely as well as with passion. In 
this it is like love. The Congress party was a bandwagon in its day. This was why it 
moved so swiftly downhill once it found itself on the right (or the wrong) gradient. 
The bandmaster naturally had an easy task destroying it and herself in the bargain. 
What is the Janata party going to be? Another bandwagon? Or, a goods train? There 
is nothing wrong with a goods train provided all the freight is consigned to travel in 
the same direction, even if not to the same destination. Wc may only hope that the 
Janata party is not obsessed with the numbers game. The omens, however, are disturb¬ 
ing. With Christ-like simplicity, the party president, Mr Chandra Shekhar has 
declared that there must be room in his Father’s Mansion for those who had done 
wrong, but have now seen the error of their ways. At this rate there will be only two 
species of politicians in our land—the saints and the penitents. In fact, only Mrs Indira 
Gandhi, Mr Sanjay Gandhi and Mr Bansilal—and, perhaps, Yogi Dhirendra 
Brahmachari—will have to be kept out of our public life. Even Mr V.C. Shukla will 
be eligible for absolution. He may probably have to be censured first—but, then, being 
censured will be no new ordeal to him. 

Mr Chandra Shekhar sounded definitely less holy when he tartly reacted to a 
suggestion from an obviously naive member of the journalist profession that the Janata 
party should not set out on the road to one-party rule by attempting to destroy the 
Congress party. He declared that it was no part of his or his party’s responsibility to 
seek to keep the Congress party alive. This was precisely the attitude which Congress 
leaders from Jawaharlal Nehru downwards adopted whenever the need for the 
fostering of a healthy two-party system for the better functioning of a democratic 
polity came to be debated. As a result, opposition politics became fragmented and 
opposition presence in the legislatures ineffective, thus paving the way for a situation 
in which Mrs Gandhi and her coterie could make their bid for absolute power. 

On the eve of the general election, when it still seemed possible that Mrs Gandhi 
and her party might be voted back to power, although with a very much diminished 
majority, many of us tried to draw comfort from the expectation that the Janata party 
would nevertheless be returned in sufficient strength to put a brake on Mrs Gandhi’s 
attempt to seize absoulte power and compel her to return to the ways of constitutional 
government. It is true that her conspiracy to legitimatise her authoritarian rule was 
thwarted by the rout she and her party suffered at the polls, but this has not made it 


,7 



any the less necessary for promoting ami 
strengthening trends in our politics for 
discouraging the re-emergence of the 
hegemony of a single party. Mr Chandra 
Shekhar’s cavalier defence of his party's 
“open door” policy towards defections 
from the Congress party is therefore far 
from reassuring. 

The .Janata party does not even have 
the excuse now that it needs to pilfer votes 
for securing the election of its candidate 
to the presidency or pirate support for 
winning majorities in the state assemblies 
for which elections are to be held next 
month. It is possible and, indeed, easy 


for it to allow time for the Congress party 
to set its house in order by taking such 
steps as it should to rid itself of the terrible 
legacy of the two Gandhis and find its 
vocation anew in the political life of the 
country. This course cannot pose any 
problem to the Janata leadership since 
the Congress for Democracy has been 
compelled by circumstances to wind up 
its separate existence. Mr Chandra 
Shekhar, in his charity, wants to provide 
a home for fallen Congressmen. The 
people, in their wisdom, would surely like 
to give the Congress party, so cruelly 
betrayed by its leaders, a chance to 
rehabilitate itself. 


From red to green 


Within the tight time schedule available 
to the new Commerce minister, Mr 
Mohan Dharia, for recasting the import 
policy in line with the economic philosophy 
of the Janata government, as propounded 
by it in its election manifesto, he, indeed, 
has done a fairly good job without delay¬ 
ing much this major policy pronounce¬ 
ment. This does not imply, however, 
that further thought on import strategy 
has not to be bestowed by the government. 

With the foreign exchange position 
currently quite comfortable and the 
prospects of external assistance for our 
economic development also brightening 
up, a substantial relaxation in imports 
was generally anticipated. In fact, even 
the previous government had started tak¬ 
ing steps in this direction, though some¬ 
what belatedly. To that extent, the policy 
is on the expected lines. So also is the case 
with the simplification of the licensing 
procedures. But much more important 
than all this is the steps envisaged to see 
that the liberalised policy yields the desired 
results and the misuse of import licences 
is obviated. 

The expectation in some circles that 
the policy in regard to equipment imports 
in general would be liberalised significantly 
in the interest of not only imparting 
Yompetition to indigenous manufacturers 
V equipment but also of providing an 


impetus to the setting up of new industrial 
projects, especially in the non-export 
sector, has not materialised fully. These 
imports have been liberalised primarily 
for the export-oriented industries such as 
leather and garment-making and in the 
case of machine tools and proto-types 
required by the small-scale industries 
development corporations. The liberalisa¬ 
tion effected to meet the requirements of 
others, including actual users, has been 
just marginal. The import policy, among 
other things, continues to aim at attaining 
self-reliance in the industrial sphere and 
seeks to provide protection to the indi¬ 
genous equipment manufacturers. 

Ostensibly, this objective of the import 
policy cannot be objected to. A developing 
country such as ours, struggling to attain 
its rightful place among the industrialised 
nations, cannot afford to indiscriminately 
import capital equipment, particularly 
when through concerted efforts a good 
base in this line of manufacture has been 
builit up at considerable sacrifice. But a 
bolder approach towards imports of 
equipment was called* for in sectors in 
which the indigenous manufacturers are 
not able to meet the requirements of the 
consuming industries expeditiously. Ins¬ 
tances are not wanting of the long delays 
in the implementation of many projects 
on this account, leading to unnecessary 


escalation in their capital costs and adverse 
effect on their financial viability. In some 
sectors, paticularly in the infrastructure 
field, there appears to be a case for liberal 
imports of capital equipment even other¬ 
wise in order to speed up development 
which can have a very salutary effect on 
economic growth in general. Further, 
the inflationary impact on the economy 
of the accumulating foreign exchange 
resources cannot be ignored. 

The substantial liberalisation effected 
in the imports of industrial raw materials, 
spare parts and components, of course, 
is welcome, for that will help in augment¬ 
ing production expeditiously through 
better utilisation of the installed capacities. 
Increase in production is a sure—rather 
the only—remedy for the containment of 
the priceline. As the investment in new 
projects has been at a tardy pace during 
the recent years, production can be 
augmented quickly primarily by utilising 
to the maximum the existing capacities 
and expediting the completion of the 
projects under implementation at present 
and to some extent through setting up 
small lead projects in the small and 
medium-scale sectors. 

accelerating growth 

The emphasis placed on accelerating 
the growth of production in the cottage 
and small-scale industrial sectors has its 
genesis in the above, apart from in the 
other objective of opening up sizeable 
avenues of employment in line with the 
election manifesto of the Janata party. 
There can be no denying the fact that 
despite the tall talk of fostering the 
development of the small-scale sector and 
the import policy till last year being 
attempted to be gradually oriented towards 
this end, this sector had been getting a 
step-motherly treatment. 

Care, however, has to be taken that 
the liberalised imports for the small-scale 
sector are not cornered by the units which 
exist just on paper, with political backing. 
A number of such units, no doubt, have 
been weeded out in the last two years. 
But still, a few must be there to take 
advantage of the premia which imports 
of scarce materials can be expected to 
command despite liberal imports. The 
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imports of all materials obviously have 
not been—even cannot be—liberalised to 
the exent of completely eradicating 
scarcities which get accentuated through 
hoarding tendencies. The same applies to 
the liberalised imports of some consumer 
products which have been allowed as anti¬ 
smuggling measure. It is in this context 
that the vigilance envisaged to be exercised 
in the use of import licences assumes 
signficance, althought the provocation 
for this perhaps has been provided recently 
by unsatisfacto ?y imports of edible oils 
in spite of the liberal treatment extended 
to these imports after January last. The 
Commerce minister, quite significantly, 
has ordered an inquiry into this affair. 

automatic growth factor 

While the interests of the small-scale, 
cottage and village industries have been 
sought to be safeguarded and promoted 
in the import policy through allowing a 
growth factor of 20 per cent in the auto¬ 
matic licensing system applicable to them, 
making available to them the facility of 
supplementary licensing in the same 
manner as in the case of large-scale units, 
according special weightage to their exports 
in the export house scheme, etc., a 
radical innovation has been made with 
regard to the policy for pushing up exports 
through registered exporters. These ex¬ 
porters will now not only be able to obtain 
their inputs at international prices but 
also get other facilities to counter the 
handicaps which they have been facing. 
Their products are also to be made com¬ 
petitive in overseas markets. The scheme 
of duty-free imports of raw materials and 
components for export production has 
also been made more attractive and 
realistic. The scheme for export houses 
to has been revised and simplified. 
The new scheme provides greater 
opportunity to the export houses to offer 
merchandising and other services to their 
supporting manufacturers, particularly 
those in the small-scale and cottage 
industry sectors. Some facilities have been 
provided also to merchant exporters who 
will be exporting the products made in 
the small-scale and cottage and village 
industries sectors. 

A much more significant step taken in 
regard to exports in a judicious manner 


is the abrogation of the compulsory export 
obligation applicabie to certain industries 
using imported machinery and inputs. 
This apparently has been done to obviate 
exports at throw-away prices. The step 
should help in realising reasonable prices 
for our exports and to some extent in 
augmenting domestic supplies without 
sacrificing export earnings. The govern¬ 
ment, of course, has reserved the right to 
put export obligations if considered neces¬ 
sary on a review of the situation later. 

A good deal of liberalisation has been 
effected in the imports required for 
research and development activity, medi¬ 
cal care, fostering of technical and specia¬ 
lised education, etc. The licensing proce¬ 
dures, similarly, have been simplified mar¬ 
kedly. The pertinent instances of this are 
the dispensing with of the requirement of 
quoting of I VC numbers and replacement 
of it by a mere declaration by the appli¬ 
cant and a post-licensing check by the 
income-tax department, doing away with 
of cumbersome and time-consuming capa¬ 
city assessment procedure in the case of 
small-scale units and enlarging of the open 
general licence and free licensing lists. 
Asa result of expanding the OGL and 


The need for special measures for stimu¬ 
lating investment in the corporate sector 
was recognised to some extent in the tax 
reliefs and concessions given last March 
in the central budget for the financial year 
1976-77. One of them took the form of 
partial restoration of incentives for capital 
spending by companies. This was the 
scheme of an investment allowance towards 
the cost of acquisition of new machinery 
and plant, in the place of an earlier system 
of development rebate which had been 
withdrawn on the ground that it had out¬ 
lived its utility. In the opinion of industry, 
this investment allowance was bit of a pale 
imitation of the development rebate, but 
hopes were entertained that this scheme 
would be liberally framed to cover as wide 
a range of industry as possible. Unfortu¬ 
nately this expectation was not fulfilled 
when the schedule of eligible industries 


free licensing lists, the number of canalis¬ 
ed items has been reduced by about 30 to 
164, the important decanalised items being 
raw wool, copra, pepperment oil, rayon- 
grade wood pulp, and some chemicals. 

In recasting the import policy, the 
government has placed great faith in the 
business community. The pledge taken 
last week before Mr Jayaprakash Narayan 
in Bombay by nearly 250 notorious smug¬ 
glers appears to be an evidence of some 
change of heart among the unscrupulous. 
It is to be hoped that the business com¬ 
munity in general will live up to expec¬ 
tations and utilise the opportunity pro¬ 
vided by the liberalised import policy to 
foster the growth of the economy and 
contain the price level. Much in this res¬ 
pect, of course, also depends on the fiscal 
and monetary policies proposed to be 
followed by the Janata government, as the 
prices of some of the import items such as 
cotton and edible oils are higher than 
the domestic prices and this cannot help 
in bringing down the prices of the consu¬ 
mer products made out of them. These 
policies are to be unfolded in this year's 
regular budget to be presented to Parlia¬ 
ment later this month. 


was finally adopted. Not only was the 
coverage unduly narrow but it was also 
riddled with anomalies. A number of 
industries, which had enjoyed the benefit 
of the development rebate, found that the 
investment allowance was denied to them 
for reasons which were by no means 
obvious. Again, the claims of industries 
urgently in need of modernisation were 
ignored without liberal justification. Quite 
possibly all this was because the then 
government desired to be cautious and 
circumspect in introducing the new scheme. 

However, it was not long before the 
Finance minister saw or could be per¬ 
suaded to see that the investment allowance 
scheme had to be liberalised if it was to 
serve its purpose. Consequently a special 
committee was set up in the Finance 
ministry to consider in depth the repre¬ 
sentations received from various industries 


The case for cables 
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For inclusion in the scheme. Many indus¬ 
tries seem to have taken advantage of the 
opportunity given to them. It is to be 
hoped that the forthcoming central budget 
will put forward a scheme of incentives 
for modernisation and re-equipment which 
would help the concerned industries to 
improve productivity as well as increase 
their production. 

Meanwhile, in a speech made at the 
recent annual session of the Federation of 
Indian Chambers of Commerce and 
Industry, the then president Mr M.A. 
Arunachalam put forward a number of 
suggestions for improving the investment 
climate so that the stagnation in capital 
spending in the corporate sector could be 
ended. One of the suggestions was that 
the investment allowance should be extend¬ 
ed to industries in general, while those 
which are considered to be of more signi¬ 
ficance to the economy than the others 
might be given the allowance at appro¬ 
priately higher rates. It should be easy 
for the government to sec merit in this 
project. However, it may still be useful 
to bring to its attention specific cases of 
industries, the claims of which have been 
overlooked in the existing scheme of 
investment allowance. 

Investment allowance 

The scheme of investment allowance is 
already applicable to power generation 
equipment, transformers, switchgears and 
electric motors, but the electrical cabl 
and wire industry is excluded from its 
purview, although it is quite relevant to 
the development of power generation. A 
complete scheme of incentives for the 
power sector cannot reasonably ignore the 
claims of this industry for the facility of 
investment allowance. The plant and the 
machinery in cable factories bear a heavy 
burden of obsolescence, the earliest plant 
being about 20 years old and the latest 
some 10 years old. In contrast cable 
factories abroad replace or modernise their 
equipment every six years. This, for 
instance, is the case in Poland. 

There is also an additional reason of 
some urgency for the modernisation needs 
of the electrical cable industry to be 
specially provided for. The industry is 
planning to introduce the manufacture of 
cross-linked polyethylene (XLPE) cables. 


This is in line with the government's policy 
for the industry and the concerned autho¬ 
rities have already issued letters of intent 
or industrial licences to eight cable units 
for installing capacity for XLPE cables. 
In addition to the normal expenditure on 
modernisation and re-equipment the 
industry may have to incur a further 
capital investment of the order of Rs 24 
crores for putting up manufacturing faci¬ 
lities for XLPE cables. The cable and 
wire industry is a capital intensive industry 
and it cannot meet in full its relatively 
large investment needs from its internal 
resources, especially as its utilisation of 
capacity and its profitability have been 
fluctuating in recent years for reasons 
beyond its control. It is worth noting 
here that this industry did enjoy the benefit 
of the development rebate when that 
scheme was in existence, but was denied 
the investment allowance when it was 
introduced. 

This industry was also considered a 
priority industry under section 80(1) of 
the Income Tax Act till 1972 and was 
getting a rebate of five per cent on that 
account. Its further development is 
important for the national power sector 
and its development, as is evident from 
the fact that our country is still importing 


more than seven-crore rupees worth of 
cables and wires every year. This import 
is bound to increase in the coming years 
unless the domestic industry is enabled to 
develop its potential through suitable 
incentives. The export capability of the 
industry is also relevant to this context. 
Exports were neglible upto 1960-61 in 
which year too they amounted to only 
about Rs 3 lakhs. By 1965-66, the value 
of exports of wires and cables had 
increased to Rs 117 lakhs. They grew 
further to reach the level of Rs 11.3 crores 
in 1970-71 and by 1974-75 they had gone 
up to Rs 17.3 crores. Estimates for 1975- 
76 indicate a level of exports of Rs 22 
crores while the corresponding achievement 
of the industry in 1976-77 could be of the 
order of Rs 28 crores. A point worth 
emphasising is that in addition to its 
specific exports of wires and cables, the 
industry is also making a substantial con¬ 
tribution to the foreign exchange earnings 
of the country by obtaining orders for 
electric cables and wires under IDA con¬ 
tracts for electric transmission and ferti¬ 
lizer plants. There are vast new opportu¬ 
nities for the export of electric wires and 
cables to Gulf countries, while the Soviet 
Union and some of the east European 
countries are also important customers. 
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The prevalent prices of petrol are an anomaly, 
it would appear. The prices at present ruling in 
the country are fixed, it is stated in a press report, 
on the basis of the ruling rate in America, plus 
freight from America to India, less freight from 
India to the Middle Bast. The resulting price 
from these circuitous calculations is 160 sh. a 
barrel, which compares with 32 sh. a barrel in 
Abadan. The price of Russian oil is 18 sh. 
a barrel. Russian oil is also entering the 
markets. The usefulness or otherwise of such a 
fixation of price for petrol is understandable from 
the fact that our requirements of this essential oil 
are met from the Middle East and not from 
America. The enormity of the price difference 
is glaring. The ruling price in India now is 5 
times that of Abadan. The price of Russian oil 
is still less than that of the Middle East oil, about 
50 per cent, of the latter. The government of 
India are said to be considering the question of 
carrying out an intensive oil prospecting pro¬ 
gramme with the aid of up-to-date machinery and 
experts imported from America and Russia. 
Presently immediate proposals on which Govern¬ 
ment's attention is being bestowed are said to be, 


contacting Russian authorities through the 
Russian Trade Commissioner at Calcutta to find 
out if and how imports of Russian oil could be 
revived, securing a shore in the management and 
control of oil companies and in the distribution 
and fixation of prices for petrol, and obtaining 
facilities for Indians to receive training in the 
business as well as the operational side of the oil 
industry. It is permissible to ask. in view of the 
essentially long term nature of these propositions 
which will take time to emerge into agreements and 
contracts, if the government are not considering 
the possibilities of getting the price reduced to a 
more reasonable level from the present unneces¬ 
sarily, and presumably unwarranted, high level. For 
long this country has suffered, on account of lack 
of any effective voice in the international spheres, 
from the depredations of powerful price-fixing and 
distribution cartels. With her reborn indepen¬ 
dence, this country must bestir herself and get her 
due share of the industrial raw material of the 
world at fair and reasonable prices and refuse to 
surrender to the discriminating tactics of inter¬ 
national power combines. 


EASTERN ECONOMIST 


822 


MAY 6, 1977 



The government should therefore extend tives on Its specific merits as well as in 
its cooperation and assistance to this terms of a much needed general policy of 
industry at the present time by fhvourably stimulating capital spending in the corpo- 
considering its claim for investment incen- rate sector. 


Out of power 


The Power situation in the southern 
region has turned grim again and restric¬ 
tions on consumption are in force in three 
of four states. The decision of the Andhra 
Pradesh Electricity Board to impose a cut 
of 30 per cent on HT consumers has come 
as a surprise as it had been hoped that the 
commissioning of two units in the Lower 
Sileru project and the additions to capa¬ 
city of the Kothagudam thermal station 
will even throw up a surplus which can 
be used by Tamil Nadu and Karnataka. 
But the difficulties in running the units in 
Lower Sileru, poor storage and delay in 
completing the Kothagudam extension 
schemes have upset calculations, and 
Andhra Pradesh is experiencing power 
shortage. In Tamil Nadu too the output 
of the Ennore thermal station has been 
adversely affected by the troubles experi¬ 
enced at Ennore. It had been expected 
that the fifth unit of 110 MW would 
make a significant contribution after it 
was commissioned in August last year. 

technical troubles 

A major technical failure immobilised 
the set for several months and it has been 
in regular operation only from December 
1976. Soon after, however, new troubles 
arose and two units having aggregate 
capacity of 110 MW have had to be 
shut down for carrying out repairs. 
These units are scheduled to be back in 
operation only in the latter half of April 
and early May. The ‘loss* in power gene- 
tion due to these mishaps can be easily 
500 million units. 

As the failure of the south west mon¬ 
soon and the heavy rains during the north 
cast monsoon in some parts of the state 
only in the plains led to inadequate rain¬ 
fall in catchment areas and a reduction in 
storage by over 1500 million units, the 
g&p of 2000 million units could not be 
offset by increasing export from Neyveli. 

utimn mown 


All the units from this centre have been 
functioning highly efficiently. But for the 
larger assistance extended by Kerala and 
an increase in export from Neyveli, the 
situation in Tamil Nadu would have been 
really calamitous. 

failure of monsoon 

The Tamil Nadu Electricity Board wan¬ 
ted to avoid big cuts in the summer 
months and was desirous of regulating 
operations of industries on a planned 
basis. It was with this view that a cut of 
30 per cent on HT consumers in July last 
year and of 25 per cent for continuous 
process industries was. imposed. The 
cement units were given preferential 
treatment for some time with supply of 
full power for fulfilling export commit¬ 
ments and a reduced cut of 15 per cent for 
other purposes. This concession had to 
be withdrawn recently with a deterioration 
in hydel reservoir. As hydel reserves 
declined to the low level of 218 mu it 
had to be decided to increase the cut to 
40 per cent from 30 per cent. These is no 
distinction between diffident classes of 
consumers. In the HT groii> and even those 
in the essential category are now subject 
to a cut of 30 per cent against 25 per cent 
until recently. Some efforts are being 
made to supply power from Kerala to the 
cement units for avoiding a big decline in 
output but the fundamental situation 
remains grave and no significant improve¬ 
ment is expected until the onset of the 
southwest monsoon. 

Karnataka has been increasing the 
power cut to 50 per cent from 25 per cent 
as stated above in summer months for 
two years in succession because of increase 
in consumption and inadequate rainfall 
in the Sharavathi catchment area. Karna¬ 
taka too has lost about 1000 mu due to a 
poor south west moqsooa while consump¬ 
tion has been increasing all the time. The 


situation has remained serious in spite of 
the import of one mu power daily from 
Kerala. 

The Kalinadhi project may provide 
some succour only from the middle 
of next year when the first unit of 130 
MW is scheduled to be commissioned. 
There may be the usual delays and tangi¬ 
ble power generation can be 'expected 
from this source only from the end of 
1978 though regular generation over nine 
months can be assured only after the 
Stupa reservoir comes into being. 

The requirements of Tamil Nadu and 
Karnataka are so great that there are pro¬ 
posals for installing four gas turbines of 
50 MW each in Karnataka and three gas 
turbines of 75 MW each in Tamil Nadu. 
These sets had to be imported and it is 
claimed that they can be in operation 
within 18 month. No time was lost in 
arranging imports. The outlays on these 
turbines are not prohibitive. But the 
running costs are really so. How exactly 
the centre will decide in respect of sanc¬ 
tions of similar requests from other states 
in difficulty cannot be foreseen, but there 
is a clear case of failure on the planning 
front and no great success in efforts to 
improve the operating efficiency of ther¬ 
mal stations. 

increase in demand 

There has no doubt been a big increase 
in the generating capacity in the past 
two years and daily power generation 
touched a new peak of 282 mu for 
the whole country recently against 225 
mu daily two years back. But the demand 
for power also has increased spectacularly 
as witnessed by the happenings in Uttar 
Pradesh, Maharashtra, Madhya Pradesh 
and Andhra Pradesh. The earlier impres¬ 
sion that new additions of over 3800 
MW in two years would make for easy 
power situation and give rise even to pro¬ 
blems of utilisation has not proved cor¬ 
rect. With the promotion of power inten¬ 
sive industries and use of electricity for 
agricultural purposes on an increasing 
scale, the additional availability has not 
been adequate to meet new demands. 

The failure of the south west monsoon 
in some regions had also added to the 
problems of many electricity boards. With 
a new government in office it has now to 
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be examined how power projects can be 
implemented differently and on a war 
footing. Fresh additions have to be of the 
order of 3500 MW annually and it will be 
worthwhile to recast the annual Plan.for 
1977-78 in such a way that the bulk of 
the increase in expenditure, as compared 
to 1976-77, is utilised for augmenting 
generating capacity, improving transmis¬ 
sion systems and intensifying oil exploita¬ 
tion in the Bombay High. In spite of the 
availability of the required physical resour¬ 
ces it has not been possible to install more 
than 2000 MW in a year so far. 

The inadequacies of particular state 
electricity boards and the limitations of 
the existing administrative set-ups have 
probably been responsible for the shortfall 
in targets for power planning. These 
deficiencies have to be overcome and the 
required progress can be achieved by 
entrusting work to several agencies and 
provision of adequate funds for new 
projects regardless of the viability of the 
state electricity boards concerned. The 
only stipulation should be that new pro¬ 
jects should function under the supervi¬ 
sion of the central government and the 
generated power should be supplied to 
the electricity boards on a basis which 
will amortise the new investment in a 
stipulated period. 

dspsndoncs on hydol 

In the southern region particularly the 
dependence on hydel power has to be 
minimised as, even with the substantial 
additions to thermal capacity, in Tamil 
Nadu and Andhra Pradesh the thermal 
content of the generating capacity by the 
end of the fifth Plan will be only 33 per 
cent of the aggregate capacity of 7360 
MW. This is because there are no ther¬ 
mal stations in Karnataka and Kerala and 
fresh additions in the last two years may 
be mainly on account of hydel stations. 
The variations in availability even with 
the same generating capacity will be 
evident from the fact that in a year of 
poor monsoons the shortfall in hydel 
generation can be easily easily 3000 mu. 
The shortfall can be even 5000 mu in a 
poor year. 

If there is no reserve capacity and in¬ 
surance against failure of the monsoon, it 
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Will be recognised that there will have to 
be a cut of 15 per cent in the region and 
if surplus states take their full require¬ 
ments, as is likely, the cuts in deficit areas 
will necessarily have to be higher than 15 
per cent. It is therefore imperative that 
there are two super thermal stations at 
Ramagundam in Andhra Pradesh and 
Neyveli in Tamil Nadu even while attemp¬ 
ting to increase the capacity of existing 
thermal stations by 1500 MW. 

Tamil Nadu is in the awkward position 
of having to endure high cost power and 
it will be even worthwhile to purchase 
power from Andhra Pradesh and Kerala 
on a cheaper basis instead of generating 
higher cost thermal power, based on 


“imported” coal. Only in Neyveli can 
there be generation cheaper than would 
be possible with imported coal. 

There has to be a regional approach to 
planning and whatever be the ultimate 
decisions, aggregate capacity will have 
to be a minimum of 12,000 MW by 1983- 
84 with a thermal content of 7000 MW 
against only 2,387 MW out of a targeted 
capacity of 7,360 MW by 1978-79. Even 
by the end of this Plan the proportion of 
thermal content in the aggregate capacity 
for the whole country will be 53 per cent. 
There has thus to be not only massive ad¬ 
ditions to the capacity in the southern 
region but also greater emphasis on ther¬ 
mal projects for Several years. 


Textile workers of 

Ahmedabad 


Although the welfare of industrial 
workers is receiving increased attention at 
the hands of trade unions, employers and 
the government, much remains to be done 
to improve their living conditions. A 
recent socio-economic survey, conducted 
by Dr Pramod Verma,* of the needs and 
welfare of workers in certain labour 
colonies of Ahmedabad may help to 
place this problem in perspective. 

The study holds that the housing condi¬ 
tions in these ponies are positively bad, 
and that 80 per "cent of the residents are 
acutely aware of this situation. A very 
large percentage, (nearly 85 per cent) are 
tenants and pay house rent which varies 
from Rs 5 to Rs 14 per month. Most of 
these one-room houses have make-shift 
roofs and do not have any provision for 
washing or bathing. However, 92 per cent 
of the Chawls residents have access to 
water taps for clean drinking water and 
more than 75 per cent have joint toilets. 

Though the industrial* workers do not 
have very large families, the limited space 
makes their living quite difficult. Only 


’Labour in a Textile City; by Dr Pramod 
Verma. Professor of Industrial Relations. Indian 
Institute of Management, Ahmedabad; published 
by the author. 
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39 per cent have more than three children 
and 43 per cent have between one and 
three children. But in some places as 
many as seven persons living in single 
rooms accentuate the problem of sanita¬ 
tion. These rooms have poor vantilation 
and are usually without light. Poor drain¬ 
age further aggravates insanitary condi¬ 
tions. 

An important observation of the report 
is that wherever workers own their 
houses—even one-room houses—they 
maintain better sanitation and personal 
cleanliness. These owner occupants seemed 
to be happier than those living in rented 
rooms in chawls. It follows that the low 
rents received by chawl owners give them 
little incentive to improve the sanitary 
conditions and the poor residents do not 
have the initiative or resources to bring 
about these improvements themselves. 

As many as 38 per cent of the workers 
have one or two school-going children 
and 18 per cent of them have more than 
three. Naturally, therefore, a large number 
of the workers feel the need for primary 
schools in their neighbourhood so that 
the children do not have to walk long 
distances. Only five per cent of the child¬ 
ren in these colonies can afford any means 
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of transport. It is for this reason that 
most married workers, particularly beyond 
the ' age of 45, lay great stress on com* 
munity facilities such as playgrounds and 
vocational training, while giving their 
priorities in respect of their welfare 
needs. 

An interesting aspect of the study is 
that the residents of houses with mud 
walls and make-shift roofs are aware of 
good living. As many as 30 per cent have 
transistors, 43 per cent own watches, 
10 per cent have sewing machines, 12 per 
cent have electric fans, and about 13 per 
cent have bicycles. On the whole it 
appears that articles which help the 
workers either to keep time or to travel to 
the place of work are secured. On the 
other hand, furniture and utensils are 
inadequate, so that the articles which can 
make their living comfortable receive less 
attention. 

Their social awareness is also proved 
by the fact that nearly 50 per cent read 
newspapers regularly and another 20 per 
cent occasionally. Their other social acti¬ 
vities include visit to cinemas which is a 


privilege of nearly 25 per cent of them, the 
remaining 75 per cent do not visit the 
cinemas at all. Tea drinking Is almost 
universal; only eight per cent do not drink 
tea. Nearly 72 per cent use tobacco in one 
form or another, while 36 per cent chew 
pan . Strangely, only four per cent state 
that they take liquor and other intoxicants 
a statistic which is difficult to accept. The 
method of survey with direct interviews 
has shown its weakness in this respect. 
A man who drinks may not like to inform 
an interviewer about his drinking habit 
due to the social stigma attached to it. 
In fact the notes of the field report reveal 
that only a few days before the survey a 
chawl area was raided by the police in the 
course of their investigation of illict distil¬ 
lation or other excise or prohibition 
crimes. The residents naturally thought 
that the interviewers were helping the 
police. The field report also gives the 
impression that many people who initially 
deny being habitual drinkers later on 
admit taking an occasional drink or two. 

Several agencies undertake welfare 
activities in the working class areas of 
Ahmedabad. The Textile Labour Associa¬ 


tion, with a long history, has taken up 
projects such as boys hostel, ladies hostel, 
cooperative bank, khadi cooperative store* 
library and reading rooms, workers educa** 
tion schemes, sewing classes, embroidery 
classes and games activities for children. 
Most of the facilities in this list, touch the 
workers only on the fringe, because their 
basic demands for improved sanitation, 
primary schools and cooperative housing 
are not met. Even the programme of the 
Ahmedabad Municipal Corporation 
(AMC), which included sewing class for 
ladies, tailoring and carpentary class for 
men, creche, library and reading room, 
games for children and primary schools, 
served the industrial workers only partly. 

The AMC annually spends nearly four 
crores of rupees on public health, medical 
aid and public education in the entire city, 
but only a very small portion goes to tht 
workers 9 facilities. The report states that 
the mill-owners and charitable trusts in 
the city have also been taking interest in 
general welfare, but their activities need 
to be stepped up in terms of both expen¬ 
diture and effort. 
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CORRIDORS 

R. C. Ummaf 

Indo-Soviet collaboration • Engineering 
exports • Fertilizer pricing 


Further cvtdfnce was available last week 
during the visit of the Soviet Foreign 
minister, Mr Andrei Gromyko, of the 
Janata party’s government continuing to 
have cordial relations with the Soviet 
Union not only in the political field but 
also in the economic sphere. The minister 
for External Affairs, Mr Atal Behari 
Vajpayee, set at rest all speculations about 
the new government’s attitude towards 
the Indo-Soviet Friendship Treaty by 
declaring that the present government 
stood by this pact entered into by the 
previous government. He as well asserted 
that Indo-Soviet relations had stood the 
test of time. 

new credit 

Mr Gromyko’s satisfaction over his 
talks with the prime minister and the 
minister for External Affairs is evident 
from the three agreements which he signed 
with our government during his visit. The 
first agreement relates to the extension by 
the Soviet Union of a new line of credit 
of 250 million roubles (roughly Rs 225 
crores) for the import by us of equipment 
for metallurgical and mining industries. 
This credit can also be utilised by us in 
some other fields in consultation with tha 
Soviet Union. The loan is repayable over 
a period of 20 years with a three-year 
grace period and carries a nominal interest 
of 2.5 per cent. 

The new line of credit has been provided 
to us by the Soviet Union after about 
10 years. The Soviet Union had made 
available a credit of Rs 250 crores in 1965 
for setting up the Bokaro steel plant and 
a general-purpose credit of 300 million 


roubles in 1966. The provision in the 
agreement on the new line of credit that 
it can be utilised apart from metallurgical 
and mining industries for some other 
purposes also apparently has been made 
in view of„ the difficulties which we 
encountered in utilising fully the 1966 
general-purpose credit. 

import of crude 

The second agreement envisages the 
import of one million tonnes of crude oil 
by us from the Soviet Union during the 
current calendar year. An agreement in 
principle in this regard, of course, had 
been reached a few months ago. As a 
result, the first shipment of Soviet crude 
has already been received here. The one 
million tonnes crude oil imports will 
involve an expenditure of Rs 80 crores. 

The Soviet Union has agreed to import 
in return to this value steel and pig iron 
of which we have considerable accumu¬ 
lated stocks at present. This will improve 
the trade turnover between the two 
countries during the current calendar year 
to over Rs 900 crores from Rs 750 crores 
\ provided in the trade plan for this year 
signed in January last. 

The third agreement covers the 
establishment of a troposcatter communi¬ 
cation link between New Delhi and 
Moscow which will open a 12-channel all- 
weather, all-year communication link 
between the two countries. This project 
is estimated to cost Rs 4 crores. Technical 
assistance for it is to be provided by the 
Soviet Union. 

* * 

Despite the fact that the chairman of 


the Engineering Export Promotion Coun¬ 
cil, Mr R.C. Maheshwari, has proposed a 
target of Rs 625 crores for the export of 
engineering goods during the current fin¬ 
ancial year, the union ministry of Industry 
has fixed this target at Rs 750 crores. Mr 
Maheshwari himself, in fact, had expres¬ 
sed the hope that on a review in 
September/October, the target proposed 
by his council could be suitably revised 
upwards, but this revision would have 
been only to the extent of Rs 25/50 crores. 
Thd engineering industry, thus, has been 
set a challenging task, which, of course, 
the president of the Association of Indian 
Engineering Industry (AIEI), Mr S. San- 
thanam, feels is not unattainable with the 
current thrust on marketing abroad. 

The high sights which the industry has 
set on the export front apparently has its 
genesis in the commendable pci formance 
it has recorded during the last two years. 
The last year’s target, for instance, had 
originally been set at Rs 500 crores worth 
of exports, as against the performance 
of about Rs 408 crores in the previous 
year. But the latest indications reveal that 
exports during 1976-77 might aggregate 
to Rs 550 crores. The export orders with 
the industry at present exceed the out¬ 
standing contracts worth about Rs 500 
crores at the start of the last year by as 
much as slightly over Rs 300 crores. 
Vigorous efforts are being continued to 
book more orders. 

export target 

If the industry is able to achieve exports 
worth Rs 750 crores during the current 
financial year, the AIEI president feels 
that the target for exporting engineering 
goods worth about Rs 1,000 crores by 
the turn of the current decade could be 
revised upwards. In his opinion, it should 
be possible to attain the target of 
Rs 1,000 crores worth export by 1979-80 
itself. 

Addressing a press conference here 
last week, Mr Maheshwari outlined the 
following programme for stepping up the 
exports of engineering products during 
the current financial year: 

(j) concerted efforts at capturing selec¬ 
ted markets for selected products, keeping 
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id view the endowment factors of the 
country and the comparative strength and 
weaknesses of our competitors; 

(ii) collection and dissemination of 
market intelligence amongst exporters 
through increasing and strengthening the 
foreign outposts of EEPC and streamlin¬ 
ing of their operations; 

(iii) adoption of consortium approach 
in the west Asian markets in view of the 
need for pooling the limited production 
and capital base of most Indian engineer¬ 
ing exporters to cater for the extremely 
large value west Asian contracts; 

(iv) ensuring of necessary inputs to 
industries which have large idle capa¬ 
city and whose products have export 
potential; 

(v) efforts at cost reduction and increas¬ 
ing of productivity by undertaking 
modernisation of plant and equipment 
wherever necessary and seeking all 
cooperation of labour; 

promotional activities 

(vi) participation in trade fairs and 
exhibitions abroad and organising wholly 
Indian engineering exhibitions on the 
pattern of INDEE 1977 in Singapore with 
a view to improving the image of the 
country as an industrial country; 

(vii) intensification of sectoral publicity 
initiated last year; 

(viii) monitoring of the performance of 
particularly large value contracts and 
initiation of timely action to remove 
constraints; 

(ix) concerted efforts at availing of the 
GSP facilities of the European Economic 
Community and the United States of 
America; and 

(x) bringing out a prestigious publica¬ 
tion on the success stories of engineering 
exports so as to remove credibility gap 
about this country being a dependable 
source of exports and generating of confi¬ 
dence among the principal contractors in 
developed countries for giving sub¬ 
contracts to our manufacturers. 

Mr Maheshwari clarified that the cash 
subsidies provided for the export of 
engineering goods were designed to 


compensate the industry for the various 
local taxes the incidence of which amount¬ 
ed to 8/10 per cent of the cost of produc¬ 
tion of an item. The excise duty incidence 
was over and above this. He as well called 
for the liberalisation of the provision of 
deferred payment facilities on a selective 
basis to importers in the developing 
countries in a bid to compete successfully 
with the exporters of the advanced coun¬ 
tries. The comfortable foreign exchange 
situation, he said, was a helpful factor in 
this regard. 

On its part, the AIEI is initiating 
studies for technical oriented cost reduc¬ 
tion activities such as industrial engineer¬ 
ing, in-house R&D, utilisation of scarce 
resources such as materials and energy, 
advancement of value engineering con¬ 
cepts and training and re-training of 
technical manpower. It has also planned 
three trade missions during the current 
financial year to Latin America, west Asia 
and west Africa and is also shortly open¬ 
ing overseas offices of the association to 
facilitate marketing in the developing 
countries. The first overseas office is being 
opened on June 1 in Saudi Arabia which 
will be representing a group of non¬ 
competing companies in the public and 
private sectors. 

The association has also planned to 
organise a second engineering trade 
fair in early February next year in 
New Delhi where overseas buyers will be 
provided an opportunity to see for them¬ 
selves at one place the technology and 
capability of our industry. 

increasing production 

The AIEI is as well preparing a policy 
paper on fiscal and economic affairs with 
special reference lo the engineering 
industry with a view to promoting pro¬ 
duction of engineering goods. An effort 
is envisaged to be made in this paper to 
include in it industry’s proposals regard¬ 
ing generation of investment, revival of 
demand, corporate tax relief and fiscal 
support for export promotion, etc. 

Another important activity that the 
AIEI has proposed to undertake this year 
in support of the union government's 
programme of enlarging employment 


opportunities in the countryside through 
the establishment of small and cottage 
industries is the deputing of techno- 
economic teams to survey 24 villages 
—six villages in each of the northern, 
western, southern and eastern zones—to 
identify the industries which can be estab¬ 
lished in rural areas, the investment 
needs of these industries, the employment 
potential they will have and the cons¬ 
traints which may have to be removed in 
their establishment. These reports are 
expected to be ready within three months. 
The AIEI also intends to ask large and 
medium enterprises to encourage sub¬ 
contracting of work to small units for 
supply of parts and components. 

* * 

The union government is expected to 
make provision, though a token one, in 
the current year’s budget for setting up 
two natural gas fertilizer plants based on 
the gas resources in the Bombay High 
area. This provision will enable under¬ 
taking of feasibility studies for the plants. 
The studies are likely to be entrusted to 
the Planning and Development Division 
of the Fertilizer Corporation of India 
which has already built up capabilities to 
set up fertilizer projects based on various 
feedstocks. 

Marathe committee 

The Marathe Committee, which has 
been looking into the pricing pattern of 
the fertilizer industry in view of the 
escalations in cost of production especially 
since 1973-74, is understood to have sub¬ 
mitted its report to the ministry of 
Petroleum, Chemicals and Fertilizers. A 
couple of alternatives are said to have 
been suggested by the committee to 
ensure remunerative functioning of the 
plants, especially those set up recently 
which threaten to become sick even before 
they take off. Fixation of different reten¬ 
tion prices for groups of fertilizer projects 
according to their feedstocks and age is 
not ruled out. 

The committee was not expected to 
suggest the consumer prices of fertilizers. 
That is a decision to lie taken by the 
government on such considerations as the 
support price policy for farm products. 
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Reserve Bank: freedom within 

government or from ? 


Mr Simha is the Director of the Institute for Financial Management 
and Research, Madras. He has argued In this article that the Reserve 
Bank can have independence within the government, but not from 
the government. His credentials are formidable. Author of History of 
the Reserve Bank of India, 1935-51, Published by the RBI V he was an 
officer of the Bank for 25 years, holding senior positions. He was 
also the General Manager of the Industrial Development Bank of 
India for some years. He worked at the International Monetary Fund 
for about five years, first as a staff member and later as a member of 
the Board of Executive Directors. 


There would appear to be a lot of 
excitement in many quarters at what is 
regarded as a move on the part of the 
Janata government to make the Reserve 
Bank of India an ‘autonomous' institution. 
Newspaper editorials have been written and 
representatives of the employees of the 
Reserve Bank have welcomed ‘the reported 
move by the central government to make 
the Reserve Bank of India a truly autono¬ 
mous authority on the lines of its counter¬ 
part central banking institutions in other 
democratic countries’. The Reserve Bank 
staff would appear to be in favour of not 
only the ‘autonomy’ of the Reserve Bank 
but also of its becoming again the over- 
lord of other financial institutions, in par¬ 
ticular the Industrial Development Bank 
of India and the Unit Trust of India. 

The question of the independence of a 
central bank is a very old one, debated in 
various countries from time to time. In 
this matter, there is some substance and a 
lot of shadow. It would be useful to dis¬ 
cuss the various aspects of the question in 
genral terms and also with reference to 
India. It is the author’s view that the last 
word on the subject was said by a joint 
committee of the US Congress, more than 
25 years ago, that a central bank can only 
have independence within the government 
and not from the government. 

symbolic disapproval 

The reason for the general expectation of 
the new government’s desire to make the 
RBI ‘autonomous’ seems to be the merger 
of the erstwhile departments of Revenue 
and Banking with that of the Finance 
ministry proper, under the overall steward¬ 
ship of the Finance minister. The depart¬ 


ment of Banking, which was established 
shortly after the nationalisation of 14 
major scheduled banks in July 1969, was 
till a couple of years ago an integral part 
of the Finance ministry. It was only about 
two years back that the departments of 
Banking and Revenue were separated 
from the Finance ministry proper and put 
in charge of a practically independent 
minister of state. The regrouping of the 
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above departments may be partly due to 
administrative convenience and partly 
this may be by way of a symbolic disap¬ 
proval by the new government of the 1969 
nationalisation measure. 

In other words, it would be premature 
to envisage a radical change in the atti¬ 
tude of the Janata party to the relations 
between government and the Reserve Bank 
of India. In the manifesto of the Janata 
party, all that has been said about the 
banking and credit system is ‘banking has 
been politicised and threatens to place the 
entire credit system in jeopardy*. This is 
a terse statement like the aphorisms of 
Patanjali and different people can draw 
different interpretations of government’s 
intentions in regard to the restructuring 
of the central bank of the country. How¬ 
ever, according to the author, it would be 
wrong to expect any mayor change, so far 
as the formal relations between govern¬ 


ment and the Reserve Bank are concern¬ 
ed. So, there is hardly any justification 
for rejoicing in the matter. 

It should be noted that even in pre¬ 
nationalisation days, there was an impor¬ 
tant banking section in the ministry of 
Finance, under the charge of a joint secre¬ 
tary or an additional secretary. Of course, 
this department was largely concerned 
with administering the Banking Com¬ 
panies Act as it was then called. With 
the nationalisation of the major segment 
of banking in 1969, the establishment 
of a separate department of bank¬ 
ing was clearly necessary, for adminis¬ 
trative convenience. One may have diffe¬ 
rences of opinion as regards the scope 
of the Banking department’s work and 
also whether it should form an integral 
part of the Finance ministry or should 
function as a separate entity, but there 
can be little doubt about the need for a 
full-fledged department of Banking. Since 
denationalisation is impracticable at this 
stage, the down-grading of the status of 
the department of Banking can only be a 
symbolic measure. 

primary responsibility 

Before considering the matter in the 
Indian context, it may be useful to make 
some general observations on the subject 
of independence ofa central bank. In no 
country and at no time has the central 
bank been completely autonomous. Cen¬ 
tral banks arc, broadly speaking, an integ¬ 
ral part of government machinery. The 
primary responsibility of a central bank is 
to ensure the availability of currency and 
credit in a measure that meets reasonably 
adequately the requirements of the govern¬ 
ment and the private sector. The theory 
of central banking is that the bank will 
exercise independent judgment in the 
matter of how far it should go in provid¬ 
ing currency and credit, without jeopar¬ 
dising domestic price stability and the 
equilibrium of balance of payments# 
Unfortunately, with sporadic exceptions, 
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no central bank has been able to with¬ 
stand the demands of government for the 
monies it requires, whether for defence or 
for administration or for economic deve¬ 
lopment. But, central banks generally 
express their views privately to govern¬ 
ments as to how far the creation of cur¬ 
rency and credit can go and suggest 
measures of a fiscal character which could 
obviate excessive creation of money by 
the central bank. The crux of the matter 
lies in the force and persistence with which 
a central bank offers such frank advice to 
government. There are not many exam¬ 
ples of courageous and persevering heads 
of central banking institutions or of 
powerful boards to back them up. 

This is partly a matter of personalities 
and partly a matter of the statutory pro¬ 
visions concerning the appointment of the 
top executives of the central bank and the 
termination of their services, the composi¬ 
tion of the board of directors and the 
degree of formal surveillance over the 
broad working of the central bank by the 
parliament of the country. 

strong traditions 

Practices in this regard vary a great 
deal. In a country such as the Federal 
Republic of Germany, there are strong 
traditions of independence of the central 
bank. In the USA, congresional surveil¬ 
lance over the central bank's functioning 
is considerable and this affords some 
measure of protection to the central bank 
against undue dominance by the executive 
branch of government. As regards the 
Bank of England, the oldest of the central 
banks, the position has varied, talking 
only of the years since World War II. 
However, in the UK system, the governors 
have a certain inherent capacity for 
independance, since they are not appointed 
from among government officials. In fact, 
the general policy is not even to promote 
people from within but to bring them from 
outside, mostly from merchant banking 
houses. 

It is generally agreed that, while ulti¬ 
mately the wishes of the elected govern¬ 
ment must prevail, a central bank can do 
much to tender objective and constructive 
advice and ‘discipline* the government in 
financial matters. This calls for traditions 
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of appointment of very able and experienc¬ 
ed persons as governors, with a fairly long 
tenure of office and with a procedure that 
makes it very difficult for a government to 
dismiss the governor. Further, the boards 
of directors must comprise able and ex¬ 
perienced people and they must also be 
given reasonably long tenure of office. 
Also, the central bank must be under obli¬ 
gation to issue, from time to time, com¬ 
prehensive reports on its policies and ope¬ 
rations and these reports must not only 
be laid before Parliament for information 
but for brief discussion too. Finally, the 
laws relating to budgetary matters must be 
such as to put a check on budgetary defi¬ 
cits deviating substantially from earlier 
estimates presented to Parliament. 

While the quantum of credit creation 
for government’s use is one of the most 
important issues concerning the autonomy 
of a central bank, there are also other 
matters on which there could be differen¬ 
ces of opinion between the central bank 
and the government. But, these are rela¬ 
tively of less importance. Thus, the bank 
rate question is often one of disagreement. 
In most countries, it is now accepted that 
it is the government’s responsibility to 
determine the level of bank rate though, 
Undoubtedly, initiative for changes would 
have to come from the central bank. In 
regard to the use of the other instruments 
of credit policy, central banks generally 
enjoy independence, though this is a pue¬ 
rile matter in the context of a basic imba¬ 
lance emanating from a substantial deficit 
of government budget. 

financial institutions 

Another area where there could be 
differences of opinion between the central 
bank and government is with regard to 
the character and functioning of financial 
institutions, including the question whe¬ 
ther they should be state-owned or priva¬ 
tely owned, but with a broad measure of 
government regulation. In most countries, 
central banks have been opposed to 
financial institutions being in the public 
sector and so they have opposed nationali¬ 
sation measures. However, in this matter, 
it is fair that government has the final 
voice, though the central fcank would be 
right in insisting that even public sector 
institutions must be run efficiently, the 
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channelling of credit being done without 
political pressures. 

Most central banks are free in the matter 
of recruiting staff and fixing their emolu¬ 
ments, though there is some consultation 
with government in this matter, in regard 
to top emoluments. 

Concluding the general discussion, it 
may be said that central banks can make 
a useful contribution to the establishment 
of a good institutional framework for the 
provision of credit and for observing a 
modicum of financial discipline not only 
on the part of private sector but on the 
part of the government too. If this role 
has to be effective, it requires appropriate 
statutory provisions; healthy traditions on 
the part of government and vigilance by 
Parliament. Experience has shown that 
this combination of favourable circum¬ 
stances prevails in very few countries. 

Indian context 

Now, let us turn to the situation in 
India. Leaving aside, for the time being, 
the happenings of the last two years, one 
could say that the relations between the 
government and the central bank in India 
have not been unusual or exceptional, 
judged by standards abroad. In the forty 
years between 1935 and 1975, the Bank 
had on the whole very able, experienced 
and dedicated governors. The first gover¬ 
nor was a banker, having been the manag¬ 
ing governor of the Imperial Bank of 
India for many years. All other gover¬ 
nors, with the exception of one, were 
members of the Indian Civil Service; one 
incumbent was a member of the Indian 
Audit and Accounts Service. All the 
governors displayed some degree of inde¬ 
pendence in the matter of advising the 
government, though the extent of this 
varied from person to person. 

The post-independence period is of grea¬ 
ter relevance to our discussion. During this 
period, the relations between the Reserve 
Bank and the government have been 
generally close and cordial. It cannot be 
said that the Bank enjoyed any great 
degree of autonomy; nor can it be said 
that there was any attempt on the part of 
the Finance minister to muzzle the Bank. 
There is, of course, the resignation of 
Mr B. Rama Rao, a few months before 
the expiry of his extended tenure of office. 
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The immediate provocation was the sharp 
raising of the stamp duty on usance bills 
by the then Finance minister, Mr T.T. 
Krishnamachari, by way of 'a fiscal device 
with a monetary intent’. However, the 
real reasons would appear to be not merely 
temperamental incompatibility but also 
the fact that Mr Krishnamachari himself 
had been considered for appointment as 
governor of the Reserve Bank. But the 
idea fell through because of the objection 
raised by the then governor-general, 
according to a very reliable source and 
Mr Rama Rao was chosen eventually. The 
relations between Mr Moraiji Desai as 
Finance minister and Mr H.V.R. Iengar 
as governor of the Bank were correct if 
not very cordial. Mr Iengar’s successors 
seem to have had good rapport with the 
Finance minister. One governor, Mr L.K. 
Jha, relinquished his term prematurely but 
it is believed that this was on account of 
differences of opinion with government on 
the issue of the nationalisation of the 14 
major commercial banks rather than on 
any strict central banking matter. 

disappointing record 

So far as control over budgetary deficits 
and monetary and credit expansion is con¬ 
cerned, during the post-war years as a 
whole, the record of the Bank has been 
rather disappointing, especially in the last 
10 or 12 years. 

The author does not know much as to 
what has been happening in the Reserve 
Bank in the last two years. There was 
first the appointment of the secretary of 
the Banking department as governor, as 
a temporary arrangement, for three 
months. Later, the chairman of the LIC 
was appointed as governor. It is difficult 
to say that the chairman of the LIC is not 
suited to hold the office of the governor 
of the Reserve Bank. What is, however, 
wrong is to appoint people in the last 
minute without proper consideration and 
without giving them adequate opportunity 
to acquaint themselves with the problems 
which a central bank has to handle. What 
the author has observed is that, for over 
ten yeatrs now, appointments to the posi¬ 
tions of governor and deputy governor are 
made in some atmosphere of secrecy and 
the incumbents assume office very quietly, 
if not stealthily as it were, which is con- 
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traty to the earlier healthy traditions of 
appointment some months in advance and 
preparation for the incumbent to assume 
the new responsibility. 

For obvious reasons, it is not possible 
and appropriate to discuss the recent 
functioning of the Reserve Bank and its 
personalities. It has been stated that the 
credit restraints have been relaxed under 
political pressures. This has to be investi¬ 
gated, though it may be difficult to pro¬ 
vide unassailable proof in this matter. 
The more relevant question is what safe¬ 
guards can be provided against ( collusion’ 
between the Reserve Bank and the Finance 
ministry. 

separate agency 

It is the author’s view that the abolition 
of a separate Banking department will not 
be of any avail. As already mentioned, the 
numerous commercial and development 
banking matters do deserve the attention 
of government and the existence of a 
separate Banking department is necessary. 
One need not also object to a separate 
minister of state being in charge of routine 
banking matters. In fact, in a number of 
countries, there is a separate agency for 
the regulation of commercial banks, out¬ 
side the Finance ministry and outside the 
central bank of the country. It is also not 
necessary for a single Finance minister to 
be the overlord of all financial institutions 
in the country. 

The trouble with the functioning of the 
Banking department would appear to 
have been that it assumed control over 
the functioning of the Reserve Bank of 
India too. However, one wonders whether 
this fact alone explains the very substan¬ 
tial expansion of bank credit in the last 
year and a half. It needs to be investigated 
as to how this happened in a situation 
when the government and the Reserve 
Bank had voiced their concern about the 
revival of inflationary pressures. If it has 
been a case of divided leadership in the 
government so far as the relations with 
the Reserve Bank are concerned and the 
Reserve Bank acted on its own to permit 
substantial credit expansion, then it would 
be a case of the Reserve Bank’s autonomy 
having misfired. Whether the individual 
commercial banks, especially the larger 
ones, received contrary direction? frqm 

830 


the Banking department and the Reserve 
Bank also, needs to be looked into. 

The Reserve Bank consists of some able 
economists. The same thing is also true of 
the central board of directors of the Bank, 
which now has professional economists, 
chartered accountants, etc., unlike the 
position till about a decade back, when 
the board consisted mostly of industrialists 
and businessmen. So, there is all the more 
reason why the bank should have func¬ 
tioned somewhat more independently in 
recent years than before and yet, if the 
reports be correct, this has not happened. 

In the author’s view, there is a strong 
case for appointing a committee or com¬ 
mission to go into the functioning of the 
Reserve Bank and the relations between 
the Bank, the government and the nation¬ 
alised banks and suggest steps to preserve 
a reasonable degree of independence of 
the central and commercial banks. It is 
more than 40 years since the Reserve 
Bank was established and while scores of 
commissions and committees have been 
appointed to look into the various sectors 
of the banking and credit machinery, the 
government has shied away from looking 
into the Reserve Bank’s functioning. The 
functioning of eminent central banks like 
the Bank of England and the US Federal 
Reserve have been reviewed by expert 
committees and there is no reason why 
the Reserve Bank of India's affairs also 
should not be reviewed by an expert body. 
At the minimum, it would be in the 
nature of a periodical medical check-up 
of even a healthy person. Psychologically, 
the present is the most opportune time 
for doing this. 

parliamentary vigilance 

Having suggested this, I might as well 
make some observations germane to the 
subject under discussion. In my view, the 
most important thing is to ensure Parlia¬ 
ment’s vigilance with a view to achieving 
financial discipline on the part of govern¬ 
ment. This requires some arrangement 
whereby ceiling are fixed to the quantum 
of government’s borrowing from the 
banking system and if these are to be 
exceeded, there must be a specific review 
by Parliament on the basis of a report 
issued by the Reserve Bank and the 
ministry of Finance, Jt might also be 
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helpful if Parliament were to define, in 
broad terms, the qualifications for appoint¬ 
ment to the positions of governor and 
deputy governors of the bank and also 
the central board of directors of the Bank, 
Parliament should also prescribe a mini¬ 
mum tenure for governors and deputy 
governors. It is observed that now gover¬ 
nors are appointed for very short periods 
like three months and one year. The 
procedure for terminating the services of 
the governor should be tightened, so as to 
make him practically independent of the 
whims and fancies of the Finance minister. 

It is also clear that, in the interest of 
decentralisation of authority and decision¬ 
making, there should be no attempt to 
regroup the commercial banks into a few 
giant institutions. India has, fortunately, 
a diversified pattern of banking and this 
should be preserved. The range of opera¬ 
tions of commercial banks would also 
have to be widened and there must be a 
process of ruthless weeding out of thou¬ 
sands of inefficiently run cooperative 
societies. 

Government must not also attempt to 


relink the IDBI with the Reserve Bank. 
As a matter of fact, some other institu¬ 
tions, such as the Agricultural Refinance 
and Development Corporation, should be 
delinked from the Reserve Bank, which 
must concentrate on credit regulation. 
One could even relieve the Reserve Bank 
of India of routine inspection of com¬ 
mercial banks, at least the nationalised 
banks. 

In short, the effort must be to make the 
Reserve Bank concentrate on the job of 
regulating currency and credit and of 
ensuring domestic price stability and 
equilibrium of balance of payments. The 
Reserve Bank should be very active in its 
promotional role but, for this purpose, it 
is not necessary for the Bank to have 
many subsidiaries or operational responsi¬ 
bility in many spheres of credit. Ulti¬ 
mately, the freedom of operation of the 
Reserve Bank depends upon the wishes 
of Parliament as to how it wants the 
financial machinery to be run. For the 
new Parliament to apply its mind to this 
question, it would be helpful to have the 
guidance of an expert committee, as 


already mentioned. But, under no system, 
can the Central bank have complete auto¬ 
nomy. ft has to function as an integral 
part of government machinery, but with 
a little detachment from the main stream 
of government and with more than usual 
forthrightness and perseverance in giving 
its comments and advice. 

Taking a short-term view, there is no 
reason to entertain doubs about reason¬ 
able autonomy to the Reserve Bank, 
under the leadership of the present prime 
minister and the Finance minister. The 
prime minister held, with distinction, the 
portfolio of Finance for many years and 
his relations with the Reserve Bank were, 
by and large, correct. The present Finance 
minister, who was a distinguished finance 
secretary for many years, knows the 
importance of respecting the advice of 
the Reserve Bank and of not using steam¬ 
roller tactics to get his policies adopted 
by the Bank. The present team may, 
therefore, be expected to usher in very 
good traditions for a healthy relationship 
between the government and the central 
banks of the country. 


Tea : let's create wealth from windfall 


N. C. Kankani 


There has been an unprecedented rise in tea prices at a time when 
there is not much shortage of teas if production figures are any guide. 
As tea is the common man's drink, the public is naturally interested 
to know about the possible reasons for this price increase. Mr Kankani, 
Group Manager, Jayshree Tea and Industries Ltd, has analysed the 
market forces in this article. He has discussed the short-term 
factors and has also taken a view of the prospects ahead. 


The spurt in tea prices during the past 
few weeks has taken unawares even the 
most optimistic in the tea trade as well as 
the tea industry all over the world. India 
produced 512 million kgs of tea during 
1976 as against 487 million kgs in 1975 
which means 25 million kgs more. Out 
of this, seven million went out as addi¬ 
tional exports, leaving 18 million kgs 
more within the country. 

Notwithstanding this surplus production 
pumped into internal consumption, the 
recent steep rise in tea prices clearly indi¬ 
cates that domestic demand has not only 
absorbed this surplus quantity but has 
also dried up usual stocks of tea in the 
pipeline, and what is more, the demand 
from internal buyers still continues un¬ 


abated resulting in brisk competition with 
exporters and a price rise from around 
Rs 12 in January to around Rs 25 to 
30 in March, 1977. 

There are three major reasons for this 
spurt in demand : 

(a) Lesser production by Sri Lanka by 
17 million kgs. Consequently the total 
world tea crop during 1976 as against 1975, 
including additional 25 million kgs by 
India and reduced by 17 million kgs, and 
three million kgs in the case of Sri 
Lanka and Uganda, has been up by 
17.7 million kgs only. Out of this 18 
million kgs was retained by India to meet 
the growing internal demand, the import¬ 
ing countries having to be content with 


the same quantities which obviously could 
not take care of their rising consumption 
(Tabic I). 


Table I 

Crop Figures—Major Producing Countries 

(million kgs) 



1976 

1975 

(+or—) 

N. India 

400.6 

380.6 

+20.0 

S. India 

111.5 

106.6 

+ 4.9 

Bangladesh 

33.1 

28.9 

4- 4.2 

Sri Lanka 

196.6 

2J3.7 

—17.1 

Kenya 

62.0 

56.7 

+ 5.3 

Uganda 

13.8 

16.7 

— 2.9 

Tanzania 

14.1 

13.7 

+ 0.4 

Malawi 

28.3 

25.8 

+ 2.5 

Mozambique 

10.8 

10.4 

+ 0.4 

Total 

870.8 

853.1 

+ 17.7 


(Figures for Uganda are January- 
November and Mozambique for January- 
July only) 
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(b) A world-wide shortfall of 40 per cent 
in coffee production; mainly from Brazil 
which raised coffee prices, turning people 
to tea. 

(c) Increasing consumption all over. 

These demand factors were counteracted 

by India only up to seven million kgs, the 
1976-77 Indian exports being 225 million 
kgs as against 218 million kgs in 1975-76. 
India’s internal consumption showed 
a rise of nine per cent from 269 
million kgs to 287 million kgs as against 
a rise of four per cent in production from 
487 million kgs to 512 million kgs and an 
improvement of a little more than three 
per cent in exports from 218 million kgs 
to 225 million kgs. 

Credit squeeze in India is not a new 
feature this year. It is there since 1974. 
Tea in the pipeline was gradually depleting 
during 1975 and 1976 and this was steadily 
reflected in tea prices, which otherwise 
would have been still higher. But for 
this reduction of tea-stocks in the trade 
pipeline, the lesser production of 487 
million kgs during 1975 against 490 million 
kgs during 1974 could not have met the 
internal demand, maintaining at the same 
time the volume of our exports. 

During 1976 the increase in CTC pro¬ 
duction in India was by 39 million kgs 
with a corresponding drop of 14 million 
kgs in orthodox production resulting in a 
net increase of 25 million kgs. This extra 39 
million kgs of CTC would give double the 
cups and hence the cuppage increase should 
work 64 million kgs as given in the table II. 


Out of this additional CTC tea, 6.7 
million kgs more CTC tea was sold during 
1976 through Calcutta auctions and 3.5 
million kgs through Cochin auctions. 
The rest would have gone either in ex¬ 
factory sales or to direct export. 

Now that the trade could get extra 
18 million kgs out of the increased produc¬ 
tion of 25 million kgs plus sizeable quan¬ 
tity of more CTC giving double cuppage 
within the country this sharp rise from 
Rs 12 to Rs 25 to Rs 30 within a period of 
eight weeks is obviously unexplicable. 

spurt in prices 

Why was there this spurt in February/ 
March 1977, instead of a steady rise over 
the last six months ? India’s total yearly 
cosumption is around 290 million kgs 
which arithmatically works out to 24 
million kgs a month on an average. Al¬ 
though tea consumption in India and for 
that matter in all other countries, in ail 
the 12 months of the years is on an average 
the same (within a seasonal variation of 
perhaps five per cent to ten per cent, the 
production pattern from month to month, 
especially in India and Sri Lanka, who 
are the major tea producing countries, is 
most erratic. 

The June to December production as 
usual was higher than the monthly average 
production and therefore the rising de¬ 
mand for tea month to month, right from 
June 1976 till December 1976, was being 


met by the surplus production which 
Table II 

Tea Market Trend-1976 (in million kgs) 

Season 1975 Season 1976 (est) Difference Orthodox/CTC 


1. Production 



North India 

381 

401 

South India 

106 

111 

(a) Othodox * 

487 

512 

North India 

130 

115 

South India 

69 

70 

2. Type of production 

(b) CTC 

199 40% 

185 

North India 

251 

286 

South India 

37 

41 


288 

327 

Grand Total 

487 

512 


•includes Green tea. 


+20 

—15 

+35 


+20 

+ 5 

+ 1 

+ 4 

= 

+ 5 

+25 

—14 

+39 


+25 


—15 
+ 1 

36% -14 


+35 
+ 4 
+ 39 
+25 


would otherwise remain in the pipeline 
with the trade to be sold in the off-season 
of January-March. This impact of no 
carryover this year, against the usual 
carryover from surplus months, towards the 
beginning of the new year, resulted in the 
spurt in Fubruary-March 1977 and was 
felt sharply when releases from Calcutta 
auctions as well for ex-factory sales from 
north-east India were almost drying up 
faster than normal. This reflected in 
Calcutta offerings for the last few sales. 
In the context of tea prices becoming 
higher and higher, mainly with a support 
from export buying, what is not under¬ 
stood is the higher UK stocks which have 
gone up by about 13 million kgs to 15 
million kgs for the same period of last year. 


(in million kgs) 




Previous 

year 

+ 

18-2-1977 

73.3 

64.6 

8.7 

25-2-1977 

73.4 

62.9 

10.5 

4-3-1977 

73.4 

62.2 

11.2 

18-3-1977 

74.0 

59.4 

14.6 


The total import of tea by the UK 
during 1975 was 215 million kgs. Imports 
during 1976 were 224.6 million kgs, an 
increase of 9.6 million kgs, the contri¬ 
bution from India being minus 3.2 million 
kgs. This higher build up of the UK 
stocks at a time when tea bushes in north¬ 
east India, a major tea-growing area of the 
world, were resting, is creating shortage 
of spot teas in producing countries where 
the tea in the pipeline has already dried- 
up and any small export order, reflecting 
higher offtake than normal for the time of 
the year, obviously is creating panic among 
the local buyers who have got to keep 
going with the dwindling sales of loose 
tea over the counter. 

According to the UK Board of Trade, 
imports of tea into the UK during January 
1977 from various countries were 30 
million kgs against 19 million kgs during 
January 1976. In a tight supply situation 
for tea, this extra 11 million kgs, going to 
the UK during one month to build up 
their stock, naturally causes a major tilt in 
the price-scale all over the auction centres. 

Nearer home, the offerings in Cochin 
auctions are at much higher levels, this, 
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in the normal course would have created a 
mild depression in tea prices in this centre: 



1977 

1976 

Sale No. 12 (L) 

727277 

455864 

(D) 

558769 

310126 

Sale No. 13 (L) 

758706 

483761 

(D) 

728233 

366917 

Sale No. 14 (L) 

773877 

461036 


(D) Eastern holidays—no sale 
Sale No. 15 (L) Eastern holidays—no sale 


(D) 512285 

455107 

Sale No. 16 (L) 1324030 

586466 

(D) 727034 

492449 

Sale No. 17 (L) 936204 

508861 

Total 7046515 

4120587= 

+2925928 

= +74% 


This is over and above one million kgs 
(seven per cent of normal offerings) higher 
offerings upto sale No. 11 during the 
current year in Cochin. In spite of 3.9 
million kgs extra offerings through Cochin, 
out of 4.4 million kgs increased production, 
during January to March, and crop pros¬ 
pects from the north-east as well south 
India, being so far good and no alarming 
news coming from Sri Lanka, the UK im¬ 
porters are continuing to build-up their 
stock at levels higher than those held dur¬ 
ing the corresponding period of last year 
and this too at 2-J- to three times the nor¬ 
mal price. This is a sufficient and powerful 
indicaterthat the UK, according to its own 
assessment, expects a major shortage of tea 
for many months to come, although south 
India and Sri Lanka would produce quan¬ 
tities during April to June which would 
leave enough surplus for exports month to 
month and by then north-east India would 
come with its crops with a bang. 

rising demand 

Apparently the UK tea trades calcula¬ 
tions are based on more demand for tea 
from France, Germany, Italy and other 
European countries where the switch-over 
from coffee to tea must be becoming 
faster. This is apart from rising per 
capita consumption of tea in the UK itself 
as already witnessed during 1976. In 
general, the FAO says that the dramatic 
increase in the price of coffee will benefit 
tea producing countries, though it points 
out that in the USA, 70 per cent of tea 


consumption is in the form of iced tea. 
It therefore, competes mainly with soft 
drinks rather than coffee. 

Tea prices, in their history, have always 
taken a lead from the UK, and the 
rising trend during early 1975—conti¬ 
nued through 1976—was triggered off basi¬ 
cally by increases in the packet price 
of tea, partially subsidised by the UK 
government. This time, the rise anti¬ 
cipated by the UK importers is based 
on their better understanding of the faster 
switcho-ver from coffee to tea habits, all 
over the globe, and especially over the 
area catered to by Britsh re-exports. Or 
else, there would have been no necessity 
for the UK trade to increase stocks at 
levels higher than last year’s and that too 
at rates three times the normal and take 
the risk of heavy losses and cumulative 
interest on working capital so blocked. 
This is so inspite of its awareness that any 
small support from the UK in tea selling 
centres is causing a rise of 40 to 60 pence 
per kg every week, and any retreat causing 
a similar slide back. 

calculated risk 

This is therefore a very much cal¬ 
culated business risk based on very 
vital statistics and scientific study of 
the overall situation aided by their 
market intelligentsia. Major packers in 
the UK are reported to have made an 
application to the price commission there 
to permit substantial rise of six pence for 
the quarter pound packet which, if allowed 
may workout to about Rs 9 per kg 
additional bidding capacity with UK 
importers. Some retailers are now fore¬ 
casting that prices could reach around 30 
pence for the normal quarter 10 gm packet 
of one of the more popular brands (equi¬ 
valent to Rs 48 per kg) compared with 
around 21 pence today. All said and 
done, it is indeed intriguing to note an 
unusually heavy premium for orthodox 
teas, over CTC, a rare phenomenon to 
occur in scarcity conditions for any 
commodity. 

The present trend is overdue for correc¬ 
tion but should continue till the arrival of 
new season crop from north-east India 
and the start of rush crop from south 
India, Sri Lanka and African countries. 
No sooner their production in any month 
exceeds the average monthly consumption 


figure in world trade, permitting the usual 
and normal exports from producing coun¬ 
tries every month, tea shall start getting 
blocked in the pipelines with the trade. 
This will have its natural impact on the 
market, internal as well export. The force 
of this import will depend on various 
factors. Production during 1977 is likely 
to be substantially higher due to the 
extremely high prices now ruling. This 
may result from longer plucking rounds 
by many gardens; possibly lesser pruning 
areas, especially from Sri Lanka and 
south India. 

better supervision 

North-east India had perhaps already 
completed its pruning programme before 
these attractive price levels were recorded; 
more skiffing and cut across in place of 
normal pruning resulting in earlier 
recovery for tipping; almost no uprooting 
for replanting however fascinating may be 
the subsidy amount per hectare from any 
agency; and more awareness among 
planters of the profitablity of better 
supervision and cultural practices. 

Secondly, there may be a drop in the 
internal consuption of tea. The average 
housewife in India has already started 
feeling the pinch of the sharp rise in 
tea prices, in spite of the repeated talk 
that tea is the cheapest drink next to 
water. Retailers and the middlemen 
already report a drop of from 25 per cent 
to 40 per cent in their daily loose tea 
sales, over the counter. Indian monthly 
consumption (on average) being 24 million 
kgs even a drop of 30 per cent every 
month will account for extra 7.5 million 
kgs available for export or to fill in the 
trade pipeline which is completely dried 
up at present. The - high prices have al¬ 
ready continued during whole of February 
and March 1977 and are likely to be 
around these levels during April 1977. 
These three months alone may account 
for a surplus of 22 million kgs. 

Meanwhile, attracted by the high prices 
prevailing in the Calcutta market, some 
tea—about 1,500 chests, according to 
some trade estimates—have come bade to 
the city from the consuming centres in 
Maharashtra and Punjab. Market circles 
describe this reverse flow as quite unique. 
What has caused concern among domestic 
consumers is the sharp rise in retail prices 
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disproportionate to the quantity available 
for domestic consumption. 

This surplus tea will be left with the 
trade, and will be additional to the extra 
production estimated during 1977. Look¬ 
ing to the weather reports so far available 
there is nothing alarming. Rather the 
weather for the tea crop is almost normal 
or average. In spite of the bad drought 
south India had last year, the production 
was higher by five million kgs. At this 
rate considering all the factors relevant 
for higher production, an increase of 15 
million kgs from south India and 30 
million kgs from north India, i.c. 45 
million kgs from India alone during 1977 
is a near possibility. This is over and 
above the 25 million kgs increase which we 
had during 1976. 

falling consumption 

This 45 million kgs added to the 22 
million kgs of lesser internal consump¬ 
tion (during February, March, April 1977) 
comes to about 67 million kgs. The 
continued pattern of lesser consumption 
during May-Junc (if prices are still high 
for the consumer) may very easily help to 
place in all about 70 million kgs to 80 
million kgs of more tea for tea importing 
countries of the world for absorption. A 
part of it, in the normal course, should be 
taken up by rising internal consumption 
during rest of the year, but the trend 
having been set for a drop due to conti¬ 
nued high prices, the internal consumption 
may show, at best, the same figures as 
last year i.c. it may be static for the year 
1977 till such time that the prices settle 
down to levels considered normal by the 
average tea consumer in the country. 

This may or may not create indigestion. 
May because London stocks are already 
running higher by about 14 million kgs 
against the corresponding period of 1976 
and Sri Lanka, having produced the lowest 
crop during the last 15 years, is not likely 
to repeat the similar low production 
figures. May not because the high coffee 
prices are likely to continue at about this 
level for the whole of 1977 and even 
beyond. The magnitude of the continued 
switch-over from cofTee to tea in the 
coffee-drinking areas of the world may be 
a very decisive factor for the fortunes of 


:he tea industry in the short-term as well 
over a long period. 

In normal years, the total world produc¬ 
tion of coffee has been about 60 million 
bags of 60 kgs each, i.e. 3,600 million kgs. 
Even a meagre five per cent switch-over 
from coffee to tea would amount to 180 
million kgs and counting one kg of coffee 
giving 125 cups against 250 cups from one 
kg of orthodox tea, this five per cent 
switch-over would need about 90 million 
kgs of extra tea. This would make all the 
difference to the demand and supply 
situation in world tea markets, where the 
total world production of tea is around 
1,500 million kgs. 

Once we have crossed the year 1977, the 
year 1978 must again be considered as a 
very promising year for tea industry all 
over the world due to the following 
factors: 

(a) The static tea consumption due to 
high tea prices, now prevailing in India as 
well as among the tea-drinking population 
of other countries would have become 
adjusted to the new price levels and a 
rising trend of consumption may start 
during 1978; 

(b) Having produced sizeably larger 
crops for two consecutive years, India 
may not maintain the same trend as 
cultural practices for normal working in 
the long-term interest would by then 
become over due. While the higher pro¬ 
duction levels, achieved during 1976 and 
1977, may also need consolidation, given 
a fairly normal seasonal year, not marked 
by widespread drought; and 

switch-over from coffee 

(c) The manyfold rise in the price of 
coffee (to £4000 a ton in London) in the 
past 18 months has created sufficient cause 
for a change-over from coffee to tea. 
Coffee drinkers having switched-over to 
tea during these two or three years, 
may become regular and dependable 
cutomers for tea all over the world—a 
greater and lasting asset left for tea indus¬ 
try of the world by this dramatic rivalry 
between coffee and tea. 

The year 1977 and 1978 would perhaps 
prove very critical for Indian tea in 
capturing world markets with regard to 
conventional tea-drinkers as well as new 
converts from coffee. The government 


of India has imposed an export duty on 
tea from April 9 at the rate of Rs 5 per kg 
and also withdrawn the drawback of 
excise duty. With these measures, it is 
normally expected that there will be more 
availability of tea in the internal market 
since the capacity of bidders on behalf 
of overseas buyers to compete with 
internal buyers is reduced to that extent. 
This should help to bring down domestic 
tea prices for top quality export grades 
and especially for orthodox teas which 
show a large premium over CTC teas 
which are mostly used for internal con¬ 
sumption. The gulf between orthodox 
teas and CTC would narrow down. AH 
said and done any export deterrent at this 
time for Indian tea would not only water 
down all the promotional hard efforts 
made over the years by the Indian Tea 
Board but would amount to permitting 
an easy walkover to other competitors in 
the field in capturing new long-term 
markets. This may prove to be a hard 
blow to the foreign exchange earnings of 
our country for years o come. 

buoyant market 

Export earnings during 1976-77 from tea 
are reckoned around Rs 260 crores. Ex¬ 
pecting a buoyant market during 1977-78, 
export earnings may be worked out even 
at the rale of Rs 18 per kg on approxi¬ 
mately 225 million kgs giving a total of 
Rs 405 crorcs. Adding export duty and 
drawback gains of Rs 135 crores, we 
get a grand total of Rs 540 crores, against 
all-time record earnings of Rs 260 crores 
from tea. But in this process we might be 
tempting our patrons abroad to switch 
over to other countries to cover their full 
requirements for years to come. 

Surely this is the time to encourage 
higher productivity from the existing tea 
areas so as to capture, once for all, major 
chunks of export markets, so easily acces¬ 
sible to any surplus tea made available 
during this period of world shortage. 
With expectations of higher crops, export 
controls might well leave a glut on the 
home market, defeating the very purpose 
of the exercise. The situation therefore 
warrants careful handling, so that fiscal 
intervention does not prove to be short* 
sighted interference with the market 
potential of this major export industry* 
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POINT OF VIEW 


Valuing leasehold interest for wealth tax 

P. Bhujanga Rao 


This article explains here an important decision, concerning the 
Wealth Tax Act, pronounced recently by the Supreme Court. 

The court held that, where the leasehold interest in the land had 
to be valued for the purposes of this Act, the burden or disadvantage 
attaching to the leasehold interest must be duly discounted in arriv¬ 
ing at the net wealth of the asset. The author Is Assistant Editor, 
Supreme Court Reports. 


When the leasehold interest in the land 
has to be valued for the purposes of 
Wealth Tax Act, the burden or disadvan¬ 
tage attaching to the leasehold interest 
must be duly discounted in estimating the 
price which the leasehold interest would 
fetch. To value the leasehold interest in 
a manner other than this would be to 
value an asset different in content and 
quality from that actually owned by the 
assessee. So held the Supreme Court in a 
recent decision in a wealth tax case. 41 

The property sought to be taxed to 
wealth tax was a leasehold interest in the 
land on which the assessee had built a 
substantial house. An important covenant 
in the lease deed was that the lessor shall 
be entitled to claim and recover 50 per 
cent of the unearned increase (i.e., the 
difference between the premium already 
paid and the current market value) in the 
value of the land at the time of transfer. 
In addition, the lessor had a right of pre¬ 
emption to the property after deducting 
50 per cent of the unearned increase. 

not deductible 

In respect of an earlier assessment year, 
the assessee valued the property at six 
lakhs of rupees, but in a subsequent year 
he deducted from the gross value of the 
asset certain sum representing 50 per cent 
of the unearned increase in the value of 
the land. But this valuation was not 
accepted by the wealth tax officer. The 
appellate tribunal was of the view that no 
part of unearned increase was deductible 
in computing the value of the property for 
purposes of wealth tax. 

The high court, on the other hand, 
held that the covenant was a disad- 

'Commissioner of Wealth Tax v. p.N, Sikand. 
PaalA !? n jj Pril lt 1977 : ^ Bhagwati and SM * 


vantage marching with the leasehold 
interest in the land and the unearned 
increase was liable to be deducted from 
the value of the property in arriving 
at the net wealth of the asset. Under the 
Wealth Tax Act the value of any asset 
other than cash, shall be estimated to 
be the price which, in the opinion of the 
wealth tax officer would fetch if sold in 
the open market on the valuation date. 

important questions 

There were two important questions 
before the Court : (i) what was the effect 
of the covenant in the lease deed ; does it 
merely impose a personal obligation on 
an assignee or is it a covenant marching 
with the land? (ii) could it be said that 
the income was diverted by the assessee 
before it reached him and so deductible 
from his total wealth or was it an income 
applied to discharge an obligation after it 
reached the assessee? 

The Court had looked to see the effect 
of the covenant in the lease deed and con¬ 
cluded that what the term of the lease deed 
clearly meant was that whenever an assign¬ 
ment of the leasehold interest was made 
by the lessee the assignee would be bound 
by all the covenants contained in the lease 
deed, including clause 13 in the present 
case. 

This clause would equally bind an 
assignee if he in turn wanted to assign his 
leasehold interest in the land to someone 
else. In such a case he would have to ob¬ 
tain the prior approval in writing of the 
lessor to such assignment. The lessor would 
be entitled to claim 50 per cent of the 
unearned increase in the value of the Lind. 
Therefore, whoever was the holder of the 
leasehold interest for the time being, was 
bound by the covenant, which ran with 
the land. 


Further, the covenant is a part of the 
bundle of rights and liabilities attaching 
to the leasehold interest and as such it has 
the effect of depressing the value which 
the leasehold interest would fetch if it were 
free from this burden. 

attatched limitations 

In cases of this kind where the 
owner holds aproperty subject to certain 
restrictions, it is a necessary point 
of enquiry as to how far these restric¬ 
tions affect the value of the property 
and the property could not be valued 
as if it were unrestricted in any 
way. In the present case, the court held 
that the burden or limitation attached to 
the leasehold interest and it would not be 
correct to value the asset ignoring this 
burden or limitation. 

Much the same result could be arrived 
at if the matter is looked at from another 
angle. The lessor had a right to 50 per 
cent of the unearned increase and the pre¬ 
emptive right to the land after deducting 
50 per cent unearned increase from the 
price obtainable by the lessee. Once it is 
granted that under the lease deed the 
lessor had a bundle of rights which may 
be “something” more than the reversion, 
that “something” would necessarily be 
subtracted from the interest of the 
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lessee and to that extent the Interest of 1 
the lessee would stand reduced. When 
once it is conceded that the unearned 
increase goes to augment the interest of 
the lessor and reduce the interest of 
the lessee it could not be taxed as 
the wealth of both the lessor and 
lessee. To put in another way, this 
unearned increase would be included in 
the net wealth of the lessor and hence 
could not ht the same time form part of 
the wealth of the lessee. It must there¬ 
fore be subtracted from the gross wealth 
of the assessee. Looked at this way, the 
correct method of valuing the asset was to 
take the market value of the leasehold 
interest as if it were unencumbered or un¬ 
affected by the burden or restriction of 
the covenant and deduct therefrom 50 per 
cent of the unearned increase in the value 
of the land representing the value of such 
burden or restriction. 

Yet another consideration was : had the 
property been sold in the open market, 
would the whole of the price received 
belong to the assessee? Obviously not. 
Under the lease 50 per cent of the unear¬ 
ned increase is diverted to the lessor. In 
other words what belonged to the assessee 
would be the price less 50 per cent of the 
unearned increase. That amount repre¬ 
sents the net realisable worth of the asset 
in the hands of the assessee. 

The second and important question was 
whether 50 per cent of the unearned 
increase was a mere application of the 
price received by the assessee after it comes 
into his hands or a diversion of a part of 
the price by a paramount title. The tests 
laid down by the Supreme Court for 
deciding such a question were : where, by 
the obligation, income was diverted before 
it reached the assessee it was deductible; 
but where the income was required to be 
applied to discharge an obligation after 
such income reached the assessee the same 
consequence would not follow because it 
was merely an obligation to pay another 
portion of one’s own income which had 
been received. 

In the present case 50 per cent of the 
unearned increase in the value of the 
land would be diverted to the lessor before 
it would reach the asscssee’s hands. It 
cannot be regarded as part of the wealth 
of the assessee. ! 
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manufacturing factories, the relevant spare parts. 

6. Cement lines, various individual equipment and outfits, spare parts. 

7. Studies, designs, know-how, engineering production lines technologies 
for the above mentioned erection, technical assistance, training and 
other services related to the above lines, factories and plants. 
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Carter plan for growth and 

V. Balasubramanian jobs with less inflation 


The US presidents ' anti-inflationary programme looks to a more freely 
functioning economy, with management and Industry cooperating with 
the government to promote competition within American industry , 
encourage productivity, bring down the basic inflation rate, provide more 
jobs and impart dynamism to public revenues so that budget deficits could 
be avoided . it also looks to trade policy to help achieve these objectives . 
This programme has been enunciated in the context of strong recovery 
trends in consumer spending and, to a less extent, in other components 
of the GNP which, it is now expected, may be averaging close to an 
annual rate of seven per cent for the rest of 1977 . 


The United States’ winter of discontent 
has in reality been Jess horrendous than 
feared. Far from being frozen in its tracks, 
the American economy moved on to new 
high ground in March. As a result, real 
output of US goods and services was 
higher than expected in the first quarter of 
this year and twice as high as last quar¬ 
ter's growth, thus signalling an end to the 
nine-month slowing trend in the growth 
rate. 

According to the figures released by the 
Commerce department on April 20, GNP, 


dollars, while imports rose by 11.1 billion 
dollars. 

In a statement before a congressional 
committee on April 20, secretary of the 
Treasury, Mr Michael BlumenthaJ, said 
that he expected that federal spending and 
revenues would provide “an environment 
conducive to a six per cent growth in real 
output over 1977”, which is the adminis¬ 
tration’s growth target for the year. With 
the weather subduing the GNP growth 
rate to 5.2 per cent in the first quarter, the 
increase for the rest of the year may per¬ 


WINDOW 

ON 

THE WORLD 


adjusted for inflation running at an an¬ 
nual rate of 5.8 per cent, rose at an an¬ 
nual rate of 5.2 per cent during January- 
March this year as compared with 2.6 per 
cent in October-December, 1976. Much 
of this rise was due to a resurgence in 
inventory restocking by business. Inven¬ 
tories grew at an annual rate of 75 billion 
dollars, as against 17 billion dollars in the 
previous quarter. The GNP is affected by 
many different components, including con¬ 
sumer spending, business investment and 
net exports. Both consumer spending and 
business investment rose for the quarter. 
Exports, however, declined by 9.1 billion 


haps average at about an annual rate of 
seven per cent since the outlook for 
growth is on balance better now than it 
was three months ago. 

The president is reported to be pleased 
with the evidence of firm economic reco¬ 
very and to believe that prompt enactment 
of the administration's public works and 
public service jobs proposals would ensure 
the continuation of the recovery in the 
second half of 1977 and into 1978. Mean¬ 
while, all government purchases of goods 
and services now promise to rise by six 
per cent by this year-end over the levels at 
the close of 1976 thanks to the expansion 


of job-fostering programmes by both presi¬ 
dent and Congress. Fortune , however, 
notes that “the critical area of capital 
spending has so far failed to give evidence 
of extra strength”. Although production 
of and new orders for equipment are 
lately perking up, the Commerce depart¬ 
ment’s survey of business capital plans 
for the year suggests that dollar outlays 
in the second half of the year will be up 
by 11 per cent from 1976, which is con¬ 
sidered to be good enough for non-manu¬ 
facturing lines, but not good enough for 
manufacturing lines. 

towards recovery 

The brightest areas of the US economy, 
currently, are consumer spending and 
housing starts. New-car sales zoomed in 
early March and have averaged an 11- 
million rate since the end of November, 
1976. This is 10 per cent ahead of a year 
ago. Housing starts, if March figures 
are any guide, may reach a two-million 
rate by the end of this year, instead of 
next year as builders expected earlier. 
Starts in single-family housing, now the 
strongest part of the market, have return¬ 
ed to their 1972 peak of 2.4 million. This 
level may be passed this year and exceed¬ 
ed by 150,000 units in 1978. 

The big question is whether the eco. 
nomy is in danger of getting over-heated. 
So long as capital spending remains cir¬ 
cumspect and idle capacities exist in indus¬ 
try, which is the situation at present, this 
possibility is not very serious. The presi¬ 
dent has asserted that “by any objective 
measure, the economy has ample room 
to expand without running into excess 
demand”. At the same time, over the 
past year, the rate of inflation has averag¬ 
ed six per cent and, according to the chair¬ 
man of the Council of Economic Advi¬ 
sers, Dr Charles L. Schultze, further priee 
increases could probably be expected in 
the next few months “that would be 
above the underlying five to six per cent 
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rate of inflation”* Consumer prices were 
up by 1.8 per cent in January and Febru¬ 
ary together, while food prices arc expect¬ 
ed to add more than an extra half of one 
per cent to this year’s overall rise in con¬ 
sumer prices. 

These prospects have compelled some 
recasting of the president’s economy 
strategy. He has quietly abandoned a 
proposal for a 50-dollar rebate which was 
the centre-piece of an earlier 30-billion 
dollar economic stimulus package. This 
proposal had run into heavy weather in 
Congress and there were also differing 
views among the president’s advisers 
themselves about the need for this refla¬ 
tion of purchasing power. Those who 
were arguing that the tax rebate was un¬ 
necessary found support in the ease with 
which the economy bounced back in 
February-March, after a period of cold- 
weather-relatcd weakness in sales and out¬ 
put. Moreover, recent run-ups in sensitive 
commodity prices, highlighting the steady 
upward movement of some 15 per cent in 
the basic commodity price index since 
last October, also induced second thoughts 
in the administration. The decision to 
withdraw the proposal for the rebate, 
however, was officially linked to the pick¬ 
up in consumer spending in March, with 
some attempt to play down its relevance 
to the administration’s concern over the 
rising inflation rate. 

avowed objective 

That concern was more openly display¬ 
ed in the anti-inflation programme an¬ 
nounced on April 15 by the president. Its 
avowed objective was to reduce the rate of 
inflation by about two percentage points 
so that, in the words of Dr Schultze, “the 
underlying rate of inflation in the United 
States by the end of 1979 would be in the 
area of four to four and one-half per 
cent.” In explaining the need for the pro¬ 
gramme, Mr Carter noted that, in the 
first three months of 1977, consumer pri¬ 
ces had risen by nine per cent on an an¬ 
nual basis and wholesale prices by 10 per 
cent. The administration's comprehensive 
programme might contribute still more to 
inflation, although an attempt would be 
made to hold any impact to below one-half 
of one per cent. 

Consistent with the anti-inflationary 
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programme and, indeed as a part of it, the 
administration, Mr Carter said, would 
continue to pursue certain economic sti¬ 
mulus measures designed to make the 
economy grow faster and reduce unemp¬ 
loyment. He referred to his proposals 
for direct job creation and permanent tax 
reduction for low and middle income tax 
payers and urged the Congress to enact 
them. Promising that effective investment 
incentives would also be a key element of 
his administration’s comprehensive tax 
reform, the president noted that the rate 
of expansion of productive capacity should 
be stepped up to head off possible shor¬ 
tages. 

Ruling out wage and price controls, 
either of an active or standby nature, as 
“self-defeating”, the anti-inflationary pro¬ 
gramme emphasizes voluntary cooperation 
on the part of business and labour to hold 
down wage and price increases, coupled 
with a package of government measures 
for restraining fiscal policy, cutting back 
red tape and unnecessary regulations and 
seeking the stabilization of commodity 
prices both at home and abroad. 

early warning system 

Work would begin immediately on set¬ 
ting up a mechanism whereby business and 
labour leaders could consult with govern¬ 
ment officials on achieving economic ob¬ 
jectives, such as the control of inflation. 
The Council on Wage and Price Stability 
would also play a larger role in monitor¬ 
ing trends that could be potentially infla¬ 
tionary and providing an “early warning 
system” for emerging bottlenecks, capa¬ 
city shortages and other problems. The 
council will pay special attention to basic 
materials industries. 

Giving high priority to better coordina¬ 
tion of monetary and fiscal policies, the 
president indicated a course for fiscal 
policy which would hopefully achieve the 
goal of a balanced budget in a normal 
economy by the fiscal year 1981, while 
permitting the federal reserve to provide 
an expansion of money'and credit, con¬ 
sistent with moderate interest rates and a 
steady and non-inflationary growth of 
employment and output. In this context, 
Mr Carter pointed out that inadequate tax 
revenues from a stagnant economy—-not 
legitimate federal spending programmes— 


were the principal source of budget defi¬ 
cits. Two steps, he said, were essential 
to balancing the budget. The first would 
be a durable expansion in the private 
economy that would generate steady 
growth of jobs, incomes and federal tax 
revenues; and the second the disciplining 
of the growth of federal spending in the 
years ahead by prescribing responsible 
expenditure ceilings. The president dec¬ 
lared his commitment to both policies. 

regulatory procedures 

Promising full consideration of the eco¬ 
nomic cost of major government regula¬ 
tions, through a more effective analysis of 
their economic impact, the president pro¬ 
posed to reform rate-setting regulations to 
increase competition within regulated 
industries, including a major effort to dere¬ 
gulate the airline industry and other indus¬ 
tries in which regulation unnecessarily 
stifled competition. He referred to his 
recommendation to Congress to establish 
an agency for consumer advocacy which 
could play a useful role by intervening in 
regulatory procedures on behalf of the 
consumers who ultimately pay the bills 
for the protection enjoyed by regulated 
industries. The potential for such inter¬ 
vention would be strengthened as the 
Carter administration acts to fulfil its 
pledge to enforce anti-trust laws strictly 
and crack down on price-fixing and mono¬ 
polistic practices. 

Expressing concern over food prices, 
which had risen at an annual rate of 19.3 
per cent in the first quarter of the year, 
compared with a fall of one per cent in 
1976, the president disclosed that the 
secretary for Agriculture had developed a 
programme for an orderly build-up of 
farmer-held reserves of foodgrains, such 
as corn and soyabeans, which could be 
made available to help avoid “wild fluc¬ 
tuations” in food prices. The administra¬ 
tion would also enter into negotiations 
for international agreements for certain 
farm commodities. Noting that the price of 
sugar had risen at one stage to about one 
dollar a pound, Mr Carter said that he 
would try to pursue an international 
marketing agreement on grain and sugar, 
while considering with an open mind 
other commodity agreements that con¬ 
centrate on moderating price fluctuations. 

Saying that trade can play an impor- 
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tant role in the fight against inflation by 
improving efficiency and maintainingcom- 
petition within American industry, Mr 
Carter said that the United States would 
work for a freer trade system in interna¬ 
tional negotiations and, more particularly, 
would push for a successful conclusion of 
the Tokyo round of trade negotiations. He 
pointed out that he had rejected excessive 
tariffs and quota restrictions on shoes and 
mushrooms, but suggested that the Uni¬ 
ted States should at the same time deve¬ 


lop better means to prevent import com¬ 
petition from severely disrupting domestic 
industries. Annotating this point, the US 
ambassador to the UK, Mr Robert S. 
Strauss, addressing the Trade Policy Cen¬ 
tre in London on April 25, said that the 
concept of “zero-based budgeting”, which 
considered no existing programme indis¬ 
pensable, was being extended in his coun¬ 
try in the form of -‘zero-based thinking 
about all of our domestic and inter¬ 
national affairs’'. For instance, said Mr 


Strauss, in the field of international trade, 
the United States was seeking a renewal 
without change of the Multi-Fibre Agree¬ 
ment,, not simply because it was expiring 
at the end of the year, but because “if the 
MFA did not exist, wc would have to 
invent it” since there had to be an inter¬ 
nationally agreed framework within which 
individual bilateral agreements could be 
reached for solving the problems of the 
textile trade. 


What is cooking for 

e. b. Brook developing countries? 


Negotiations on the Multi-Fibre Arrangement (MFA) are of great import¬ 
ance to the pattern of trade relations between the industrialised economies 
and the developing countries. They are a test of the extent to which 
the former are prepared to go in shutting off essential export markets 
to the latter for the purpose of providing protection to jobs in their own 
high-cost industries . The way the MFA is amended ultimately will be 
highly relevant to the fortunes of the north-south dialogue . 


This year is set for some vital and highly 
contentious debates. The decisions taken 
on the basis of these discussions should form 
the pattern of world trade and relations for 
some time to come. The OPEC nations 
are to attempt agreement on a price for 
crude this summer in Stockholm; the north- 
south dialogue approaches a decisive meet¬ 
ing in Paris; the Multi-Fibre Arrangement 
(MFA) comes up for renewal. In all these, 
and particularly in the latter two, the 
well-being of almost all industrially deve¬ 
loping states is bound up. 

The Multi-Fibre Arrangement receives 
less publicity than either oil prices or 
general commcrcial/financial relationships 
between fully industrialised states and the 
commercially growing states of Asia, 
Africa and South America. The subject 
tends to be technical and is, in some 
senses, a repetition of the threadbare 
argument about free trade and protection. 
But it is a good deal more than that, 
essentially, it is a test case on the tender 
subject of whether, when industrialised 


states find themselves severely undercut in 
price by nations than can produce and 
sell more cheaply they can partly shut olf 
their markets to the goods of the cheaper 
seller, maintain their comparatively high 
prices and profits on the excuse of preserv¬ 
ing industry and employment. Since 
even the partial shutting off of a valuable 
export market to those states producing 
more cheaply means less employment in 
those states, a protective action, whatever 
it may be called, is a measure lo save 
industry, profits and employment at home 
at the expense of those even less able to 
bear those misfortunes. 

This history of the MFA cannot be 
satisfactorily expressed as baldly as that; 
its history dates back to the early 1960s. 
At that time it became apparent that 
world trade in cotton textiles required 
special rules, additional to those provided 
by the GATT agreements. Low cost sup¬ 
pliers often found their access to markets 
cut by quotas. On the other hand, count¬ 
ries with established textile industries felt 


a genuine need to protect their domestic 
markets against disruption by imports or 
felt that the burden of accepting textile 
imports from developing countries was 
not being equitably shared. 

As a result, in 1962 GATT’s Long-Term 
Arrangement (LTA) on trade in cotton 
textiles, came into being and remained in 
force by several renewals uniil December 
1973. This arrangement required member 
countries to eliminate progressively any 
restrictions on cotton textile trade that 
were not in accordance with LTA rules. 
If restrictions regarding textile trade were 
imposed, they were to provide for annual 
growth in quotas. But trade in textiles 
made of fibres other than cotton remained 
outside the LTA. This fact became a 
matter of growing concern in the 1960s 
and in the early 1970s when the quantity 
of man-made fibre textiles and blends in¬ 
creased rapidly. Intense competition 
developed between industries in the in¬ 
dustrially developed countries and newly 
established, highly competitive export 
industries, especially in India and eastern 
Asia. 

As a result the LTA was superseded in 
1974 by the General Agreement on Tariffs 
and Trade’s Multi-Fibre Agreement which 
is due to expire, unless renewed previously, 
on December 31 next. Meetings with the 
purpose of discussing terms of its renewal 
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were held in Geneva in late November and 
December last year. 

The MFA is a multilateral contract to 
which 41 countries, accounting for 
over 90 per cent of world trade in tex¬ 
tiles, have acceded. The parties include 
the USA and the European Community 
(as one body). The MFA requires all 
participants to bring any restrictions they 
may have on.textile imports into line with 
MFA rules. That this is necessary after 
three years illustrates the sluggish unwil¬ 
lingness of some of the signatories. The 
MFA allows restrictions on textile imports 
only when a country is experiencing mar¬ 
ket disruption. Import restrictions may 
also be imposed cither by agreement bet¬ 
ween the importing and exporting count¬ 
ries or unilaterally. Any annual quotas 
must not be lower than trade during a 
specified base period, and if quotas remain 
in force for more than one year they must 
be enlarged annually by six per cent. 

surveillance body 

The MFA also requires more favourable 
treatment to be given to imports from 
developing countries, particularly to those 
which are new entrants to the trade sector 
in question. The MFA also provides for 
a textile surveillance body to oversee im¬ 
plementation of the MFA and to help in 
settlement of disputes. 

Up to the present, the United States has 
been pressing for renewal of the MFA 
without change, believing that it has opera¬ 
ted well, despite severe economic recession 
in 1974 and 1975. The USA considers the 
MFA as it exists is the best means of balan¬ 
cing the desires of developing countries for 
increased access to markets against the 
protective wishes of European and other 
countries with established textile industries. 
This attitude is inclusive of the attitudes 
of the US administration, its textile in¬ 
dustry, cotton interests and the textile 
workers’ unions. They unitedly view 
MFA as an umbrella under which nations 
can negotiate and implement agreements. 

Other nations with fairly long-establish¬ 
ed textile industry may with justice com¬ 
ment critically on this north American 
attitude to the MFA which contrasts with 
its recent wish—upset by president Carter 
—to impose import quotas on shoes, of 


which 54 per cent of imports reach United 
States* shores from Taiwan and South 
Korea. Similarly, US tenderness to MFA 
over textiles is held to be at variance with 
its very recent decision to impose import 
duties on Japanese electronic goods be¬ 
cause their makers received tax benefits 
from the government in Tokyo. 

European opposition 

West European attitudes to the MFA 
in general oppose its renewal. The dec¬ 
lines in mill consumption of fibres and of 
cotton cannot be laid entirely to the 
effects of the MFA or to competition of 
imports from Asia. The decline must be 
seen as part of the economic recession fol¬ 
lowing the oil crisis in 1973 and loss of 
export markets. At the same time and 
especially in Britain, imports of cotton 
goods, mostly from India, Pakistan, Hong 
Kong, the Peoples Republic of China and 
Taiwan, have for some years exceeded 
domestic production. At the same time, 
simple cotton or fibre textile garments are 
still not cheap in the y* shops though 
they are usually more expensive on the 
European mainland. France claims that 40 
per cent of cotton goods are now imported 
but in this case and in that of several 
other mainland European countries, the 
high level of imports is explained partly 
by dumping tactics over cotton fibre pro¬ 
ducts from cast Europe. As a result, the 
west European countries would like to 
modify the MFA by reducing the six per 
cent annual rise provision to zero during a 
period of zero economic growth. 

Canada, taking action under article 19 
of GATT rather than under the MFA 
recently limited imports of clothing to 
the 1975 level of 192.4 million garments as 
*a drastic action to avert a crisis situation 
in its textile and clothing industry’. Ear¬ 
lier, Australia had somewhat similarly 
taken action to limit textile imports. 

The developing countries claim that the 
MFA is part of a 15-year control system 
that violates GATT’s concept*of eliminat¬ 
ing trade restrictions. Quotas, they claim, 
are usually applied in a discriminatory 
fashion. In general, the situation is com¬ 
plicated by the number of multilateral or 
bilateral agreements concluded by the 
European Community with many countries. 
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The present EEC programme aims at 
negotiating bilateral agreements with 17 
supplying countries and to phase out all 
pre-MFA restrictions on other countries. 
Many of the EEC bilateral agreements, 
including that with India, conform with 
the MFA. 

The year-end decision over the MFA 
may very well be influenced by the current 
position of the synthetic fibre industry. 
The industry’s rate of expansion has slow¬ 
ed down although it is still growing. It 
is questionable whether much of the capa¬ 
city will ever be built since the industry 
is now deficit-ridden. At the beginning of 
1976 only 69 per cent of the capacity was 
being utilised, compared to 85 pet cent 
two years earlier. Although over capacity 
in the industry is world-wide, world capa¬ 
city rose from 9.0 million tons in March 
1974 to 10.8 million in March 1976 and a 
further gain to 12.2 million tons is in 
prospect for next December. 

cotton under pressure 

In assessing what should be the attitude 
to renewing the MFA and whether there 
should be amendments from any party it 
is well to realise that, despite all the 
clamour about exports from Asia it is the 
United States that produces 33 per cent 
of all synthetic fibre, that westren Europe 
produces another 30 per cent, and Japan 
a further 13 per cent. With 76 per cent 
of all synthetic fibre being produced out¬ 
side Asia and outside eastern Europe—the 
world’s greatest dumper of this material— 
the remaining 24 per cent comes from 
South America (10 per cent) leaving about 
14 per cent to be laid to the account of 
the “flooding from Asian markets”. 
There is also a world textile recession, with 
cotton prices under heavy pressure from 
the challenge of polyester fibres. 

In general, the problems of overcapacity 
and of severe competition between pro¬ 
ducers weigh more heavily for the industry 
even with opportunities of entry to foreign 
markets. An agreement between produ¬ 
cers to reduce output to reasonably com¬ 
petitive levels would appear to be at least 
as important as whether the MFA is 
renewed with or without some careftifly 
argued alterations. 
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Last weak I suggested 

that there was medical evidence that the 
acting president had a spine. Now Mr 
Jatty*s backbone is there for all to see. By 
offering some resistance to the established 
convention of rubber-stamp presidents, he 
has done his bit to restore respectability to 
the president's oath of office, as now 
prescribed in the constitution. I wish he 
had done more, by resigning and sparing 
himself the pain and humiliation of sign¬ 
ing decrees in violation of his constitu¬ 
tional obligations as he saw them. Had 
he done so, the public would incidentally 
have been treated to the entertainment of 
the present chief justice of the Supreme 
Court, acting as president, duly fulfilling 
the chores. 

The Labour minister has just said that 
settlements of industrial disputes exacted 
from managements by gheraos or other 
coercive tactics on the part of workers 
or trade unions would not be valid. 
The acting president, however, did not 
get the benefit of any such protection, 
for he had to sign the proclamations 
under duress. Mr Jayaprakash Narayan, 
on a celebrated occasion, advised the 
armed forces and the police that they had 
a duty to refuse to obey orders which were 
illegal. When the holder of the highest 
office of state in the land, however, chose 
to spend some time in satisfying himself 
about the legality of the documents he 
was being asked to sign, he was accused 
of conspiring against the people by minis¬ 
ters in the central government. Worse 
still, rabbles of slogan-shouters were sent 
to the acting president's residence to stage 
demonstrations and work up an atmos¬ 
phere of intimidation reminiscent of the 
hysterical situations contrived by Mrs 
Gandhi's henchmen in the wake of the 
Allahabad high court judgment. 

When the full story of the moves 
that led to the proclamation of presi¬ 


dent’s rule in the nine states where the 
Congress party was routed in the general 
election is told, there will be very few 
reputations left that will stand the telling. 
For instance, Mr Nani Palkhiwala, I hear, 
had some doubts about the propriety of 
bringing UP and Orissa, where the assem¬ 
blies had yet to complete even a five-year 
term, into the president's rule net. His 
constitutional lawyer's conscience reported¬ 
ly worried him so much that he went to 
Mr Jayaprakash Narayan, got a message 
from him for the prime minister and flew 
to Delhi with it, but did not ultimately 
deliver it at No 5, Dupleix Road. I 
readily concede that it would be a national 
disgrace were Mr Narayan Dutt Tiwari, 
possibly the most abject sycophant of the 
Sanjay gang, to remain chief minister for 
a day longer than was unavoidable. Mr 
Tiwaii, however, had in fact been allowed 
to remain a chief minister for longer than 
could have been helped. By merely setting 
the law in motion many of the guilty men 
of the emergency could by now have been 
compelled to answer for their conduct. It is 
not at all clear why the central government 
did not choose^to pursue this obvious 
course of action. 

It has been suggested 

that, however, tainted the 42nd amendment 
act may be, it has become necessary, in the 
light of the Jattv episode, to sprinkle holy 
water on clause (l) of article 74 of the con¬ 
stitution (as amended by that act) and 
make it part of our political bible. I would 
go one step further and say that article 60, 
prescribing the oath or affirmation “every 
president and every person acting as presi¬ 
dent or discharging the functions of the 
president" should make and subscribe 
before entering upon his office, should 
also be amended to provide for the oath 
or affirmation in the following form: 

"I, A.B., do swear in the name of god/ 
solemnly affirm that I will faithfully exe- 
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cute the office of president or discharge 
the functions of the president of India 
in strict accordance with all such instruc¬ 
tions as, I may receive from time to time 
from the prime minister's office or from 
any ministry or department of a ministry 
of the government of India and in parti¬ 
cular, put my signature to any paper, 
proclamation, order or other document 
brought to me for the purpose any time 
during day or night by any functionary of 
the central government, acting or purport¬ 
ing to act on the orders of any minister, 
without wanting to read what I am re¬ 
quired to sign or taking no more time to 
append my signature than may reasonably 
be required for putting pen to paper by 
one of my years and state of health”. 


Such an oath may preferably be taken 
before the Gandhi Samadhi at Rajghat and 
should naturally be administered by a 
triumvirate consisting of Mr Jayaprakash 
Narayan, Acharya Kripalani and Mr Nani 
Palkhiwala. In my view, this course 
would make things easy for every one, es¬ 
pecially the next president-elect. For only 
a fool or a knave would hereafter, “make 
and subscribe" an oath or affirmation as 
president to “preserve, protect and defend 
the constitution", even if the fee be free 
board and lodging in Rashtrapati Bhavan. 


The chairman of the 

Janata party, Mr Chandra Shekhar, was 
probably as much a “compromise" candi¬ 
date as a “consensus” candidate. He com¬ 
mands, however, wide respect among the 
leaders as well as the rank-and-file of the 
Janata party for his record as a rebel 
Congressman during the period when Mrs 
Gandhi was becoming increasingly autho¬ 
ritarian within the Congress party, w bile 
embarking on a plan and policy of pro¬ 
moting a personality cult in the govern¬ 
ment and the country. This is the capital 
on which he must build for unifying the 
twice-born Janata party which he now 
heads and helping its organisational wing 
to achieve with the governmental wing a 
relationship of mutual reliance and dignity 
which Acharya Kripalani, for instance,con¬ 
siders necessary in the public interest. In 
this context, how this “Young Turk" gets 
on with a certain 
“Old Ottoman" 
would be worth 
watching. 
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Incfian Overseas Bank 

Directors' Report,1976 


Wc are happy to report that the year 1976 has been one of 
phenomenal growth for IOB. Key budgetary goals were fulfil¬ 
led, and in many sectors, surpassed. 

Prime indicators illustrating the progress of the Bank at a 
glance are: _ 



1973 1974 

(Rs. in crores) 

1975 

1976 

Growth 

1976 

over 

1975 

(%> 

Capital and Reserve 
funds 

2.55 

2.89 

5.04 

7.52 

49.2 

Deposits and other 
accounts in India and 
abroad 

209.70 

249.26 

328.74 

469.53 

42.8 

Advances in India 
and abroad 

137.37 

163.67 

224.18 

327.88 

46.3 

Deposits in Tndia 

183.8 

222.5 

296.0 

408.9 

38.1 

Advances in India 

122.2 

149.6 

203.9 

292.7 

43.6 

Investments in India 

58.26 

75.99 

95.41 

130.51 

36.8 

Net Profit 

0.66 

1.11 

1.63 

3.07 

88.3 

Number of Branches 

387 

433 

500 

576 

15.2 


Assistance to Priority Sectors: 

Lendings to the priority sectors registered a handsome rise of 
Rs 27.2 crores (or 45%) from Rs 60.2 crores in 1975 to Rs 87.4 
croresin 1976. The share of priority credit in gross credit in 
India stood at 30% as of end 1976. If food credit is excluded, 
its share would be 36% (against 33% in 1975). As many as 1.5 
lac additional lending accounts covering various priority cate¬ 
gories were brought into the Bank’s fold making a total of 3.42 
lac borrowal accounts as of end-1976. 

The Bank had build up liaison with State Government 
departments at the headquarters, district, block and village levels 
and with other voluntary and social service agencies concerned 
with the implementation of development programmes. As many 
as 132 viable schemes covering hitherto neglected sectors such 
as handloom weavers, basket makers, artisans, landless labourers 
etc. have been formulated and financed during 1976 in coordi¬ 
nation with official and non-official agencies. Where possible, a 
number of beneficiaries have been induced to form cooperatives. 
Besides providing technical advice, the Bank has helped to link 
up production with marketing, participated in promoting adult 
literacy programmes, sanitation etc. 

Agriculture: 

Finance for agriculture, both direct and indirect, received a 
fresh thrust. Outstanding advances rose from Rs 28.5 crores to 
Rs 39.6 crores and the number of farm borrowal accounts from 
1.7 lacs to 2.7 lacs. 

Efforts made to cater to th; needs of small and marginal 
farmers are reflected in the preponderance of such borrowers in 
the Bank's farm credit portfolio As of end 1976, this group 
accounted for 80% of agricultural borrowal accounts and 67% 
of direct farm credit. Two years ago, the proportions were 59% 
and 44% respectively. 


The Bank adopted 130 villages and hamlets during the year. 
So far 324 villages and hamlets have been adopted. The number 
of adopted primary credit societies rose from 30 in 1975 to 42 
in 1976. 

Regional Rural Banks 

Puri Gramya Bank, the first regional rural bank sponsored 
by IOB in February 1976 in the State of Orissa has made good 
progress in mobilising rural deposits and in extending credit to 
the weaker sections. As of end-1976, the Bank had established 
a network of 20 branches spread over Puri district, attracted 
deposits to the tune of Rs 17 lacs and disbursed credit of the 
order of Rs 27 lacs—the beneficiaries being small and marginal 
farmers, agricultural labourers and rural artisans. 

A second regional rural bank sponsored by IOB—Pandyan 
Grama Bank first of its kind in Tamil Nadu— came into being 
on March 9, 1977 with headquarters at Sattur. It will work for 
the upliftment of the weaker sections in Ramanathapuram am*/ 
Tirunelveli districts. 

Small Scale Industries: 

Advances to small scale industries recorded phenomenal 
growth during 1976—outstanding credit moved up from Fts 21.1 
crores to Rs 31.5 crores against an increase of only Rs 3.3 crores 
in 1975. A large number of cottage industries, apart f/om new 
units manufacturing a wide range of products from traditional 
goods to sophisticated electronic equipments benefited from 
IOB's credit. The number of small scale industrial accounts 
increased from 5200 to 12500. 

Employment Promotion Programme: 

The Bank's involvement under the Employment Promotion 
Programme witnessed marked progress. An amount of Rs 1 
crore was disbursed—more than double the previous year's 
Rs 43 lacs. 

Equally impressive was the progress in extending credit under 
various schemes designed for the benefit of small transport 
operators, the self-employed and small traders. Lendings to 
these classes increased from Rs 10.6 crores to Rs 16.3 crores or 
by 50%. Over 43,000 persons received credit support during 
the year, raising the total number of beneficiaries ^o 64,000. 

Lendings under the differential interest ratesscheme were 
substantially stepped up—outstandings rose from 30 lacs to 
Rs 138 lacs, while the number of beneficiaries rose f&pi 6600 to 
30,000. The share of DIR advances in gross credit of ihe Bank 
in India improved from 0.20% in 1975 to 0.68% in 1976, Reced¬ 
ing the norm fixed by the Government of India. ^ 

Export*: ^ 

In tune with the importance accorded for promotion of N 
exports, the Bank's export lendings were stepped up. Total 
pre-shipment and post-shipment credit outstandings rose by 
42% from Rs 16.8 crores to Rs 23.9 crores. Export turnover 
handled by the Bank in India stood at Rs 166 crores in 1976 
against Rs 126 crores in 1975. We have increasingly participated 
in financing the newer export items—capital goods and other 
engineering products, chemicals etc. 
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Branch Expasatoo: 

Seventy five branches were opened in India during the year, 
as planned, compared to 65 in tne preceding year, besides nine 
extension counters. Three fourths of the new branches came up 
in rural and semi-urban areas. Presently, roughly 60% of bran¬ 
ches function in rural and semi-urban areas as against 43% on 
the eve of nationalisation. In the rural areas, the hank has pro¬ 
gressively endeavoured to cover smaller and smaller centres. 
Thus, 20 out of 32 rural branches opened in 1976 were in centres 
having population of 5000 and below—eighteen of these were 
located in hitherto unbanked areas. Twenty two new branches 
were set up in the underbanked States of West Bengal, Uttar 
Pradesh, Orissa, Assam, Bihar, Rajasthan and Meghalaya. 
IOB’s first all women’s branch was opened as Basheer Bagh 
(Hyderabad) early this year. As of end-1976, the Bank had 569 
branches and 35 extension counters in India. 

Recruitment Sc Training 

To keep pace with the business expansion, the tempo of re¬ 
cruitment was accelerated—1495 in 1976 against 1222 in 1975. 
New recruits included 98 Probationary Officers, 25 agricultural 
officers and 21 other specialist cadres, 1081 clerks and 270 sub¬ 
staff. 

Norms for recruitment of scheduled castes and scheduled 
tribes were relaxed and the backlog was considerably reduced. 
Twenty nine officers, 302 clerks and 121 subordinates belonging 
to these categories were induced into the Bank. 

The Staff College and the regional training centres conducted 
34 courses benefiting 852 officers against 31 courses and 798 
officers in the previous year. Forty six courses were conducted 
covering 1097 clerks (34 courses and 824 clerks in the preceding 
year). Emphasis in the training programmes continued to be 
placed on the specialised aspects of banking. In addition, as 
many as 231 officers or about 10% of the total officer strength 
attended courses conducted by outside institutions such as 
National Institute of Bank Management, Bankers Training 
College of Reserve Bank of India etc. 


Oversets Operation! 

The Bank’s overseas branches at Hong Kong, Singapore ind 
Colombo acquitted themselves creditably. Their performance 
in key result areas was substantially better than in preceding 
year. 

Progressive use of Hindi 

Hindi Cells set up at the Central Office and at 'Regional 
Office, New Delhi were strengthened. Three officers from the 
Delhi region were deputed for an intensive training course 
designed for bank officers, organised by the Central Institute 
of Hindi, Agra. Regular classes were conducted to assist staff 
members taking correspondence courses run by the Central 
Hindi Directorate. Cash incentives were paid to over 200 staff 
members who passed various Hindi examinations. 

Board of Directors: 

The Board wishes to record its profound sorrow a* the 
demise of two directors, Shri Joseph Chakola and Smt. 
Prabhamayi Devi. Their mature contribution to the delibera¬ 
tions of the Board will be missed. 

The Board also wishes to place on record the appreciation of 
the valuable guidance extended by Dr P. D. Ojha who ceased 
to be a Director with effect from January 4, 1977. Shri H. L. 
Ananu has joined the Board in his place. 

Conclusion: 

Once again IOB has the proud distinction of leading the 
banking system both in rate of growth and profitability. This, 
in no small measure, is due to the untiring efforts of members 
of the staff of all cadre. The Directors have great pleasure in 
acknowledging their contribution and look forward to their 
continued co-operation in fulfilling the various tasks and goals 
set for attainment in the post nationalisation period. 

For and on behalf of the Board of Directors 
Madras, A. M. KADHIRESAN 

30th March 1977 Chairman Sc Managing Director 


Balance Sheet as at 3lst December 1976 


Previous Year 

CAPITAL AND LIABILITIES 

31st December 1976 

Previous Year 

PROPERTY AND ASSETS 

31st December 1976 

Rs. 



Rs. P. 

Rs 



Rs. p. 

2.00,00.000 

1. 

Capital 

4,00,00,000.00 

27.67.85,558 

1. 

Cash (including balances 
with Reserve Bank of India 

38,44,02,224.99 







and State Bank of India) 


3.03,93.202 

2. 

Reserve Fund and other 

Reserves 

3,52,21.620.71 

4,65.18.107 

2. 

Balances with other Banks 

9,17,33,793.85 

3,28.74,61,457 

3. 

Deposits and other Accounts 

4,69,53,02,164.79 

1.63,92,550 

3. 

Money at Call and Short Notice 

3,93,54.545.45 

26,25,80,890 

4. 

Borrowings from other 

Banking Companies Agents, etc. 

40,56,40.431.78 

96,04.14,382 

4. 

Investments 

1,3240,35,972.76 

4,61.78.380 

5. 

Bills Payable 

4,83,44,583.14 

2,24,18,14,863 

5. 

Advances and Bills Purchased 
and Discounted 

3,27.87,95,405.08 

23.49,90,508 

6. 

Bills for Collection being 

31,49,22,009.13 

23,49.90,508 

6. 

Bills Receivable being Bills 

31.49,22.009.13 

7. 

Bills Receivable— 

As per contra: 



for Collection—As per contra 




1,86,62,888 

Other Liabilities 

5,52,76,430.42 

19,00,52,222 

7. 

Constituents' Liabilities for 

47,87,66.427.38 




Acceptances. Endorsements and 
other obligations as per Contra 





19.00,52,222 

8. 

Acceptances. Endorsements 

47,87,66,427.38 

1,33.08.215 

8. 

(a) Premises 

2,04,15,181.72 



and other obligations as per 
contra 

23,75,469 


(b) Building under construction 

4,10,897,40 



9. 

Profit and Loss Account 


2.09,34,741 

9. 

Furniture and Fixtures 

2,74.65,082.80 

1,62,61,246 


Profit for the year ended 
31-12-76 

3,06,75,364.29 





1,00,00,000 

40,43.145 


Less: Amount transferred to 
Reserve Fund 

2,50,00,800.00 






Provision for contingencies 
Bonus to Staff (for Colombo 

34,24,683 03 





5,93,101 


6,25,679.25 

8,89.04,028 

53,904 

10. 

11. 

12. 

Other Assets 

Non-Banking Assets Acquired 
in Satisfaction of claims 

Profit and Loss Account 

11,47,82,027.29 

15,099.50 

Nil 

St Singapore branches only) 


Nil 

1,46,36,246 



2,90,50,364.28 

16,25,000 



16,23,000.00 





4.09.22.44.347 


Total: 

6,07.50,98.667.33 

4.1)9,22,44,547 


Total: 

6,07,30,98.667.33 
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Eradicating poverty in 

developing countries 


Poverty, Agriculture and Economic Growth: B.M. Bhatia Vikas Publishing House Pvt, 
Ltd; Pp 260; Price Rs 50. 

Financial Structure and Economic Development (with special reference to India): 

E.S. Srinivasan; Sterling Publishers Pvt Ltd, New Delhi; Pp 170; Price Rs 40. 
Employment Potential of Manufacturing Industries—A Case Study of Uttar Pradesh: 
K. Prasad and T.V.S, Ramamohan Rao; Sterling Publishers Private Ltd, New 
Delhi; Pp 112; Price Rs 35. 

How to Finance Small Business Enterprise: S.W. Parikh; The Macmillan Company 
of India Limited; Pp 335; Price Rs 38. 

The Monetary Structure of the Indian Economy: G.P. Khetan, J.C. Handa and 
R.R. Waghmare; The Macmillan Company of India Limited; Pp 120; Price Rs 40. 
The Worker and His Union—A Study in South India: E.A. Ramaswamy, Allied 
Publishers Private Limited; Pp 204; Price Rs 30. 


In thh changed context of world food 
situation and rising agricultural prices, 
what should be the most appropriate 
development strategy for developing 
countries like India? What is the place 
given to agriculture in our development 
plans? What are the relative roles of land 
reforms and technological changes in 
raising agricultural productivity in the 
earlier phases of development process? 
What type of agrarian structure would 
suit India best? How far are the farm 
polieis in India, particularly farm price 
polices, suitable for attaining more rapid 
rates of growth of agricultural output? 
What is the present position and future 
plans in regard to the provision of agri¬ 
cultural credit? Are food imports neces¬ 
sary? What purpose do these imports 
serve ? How far docs the public distribu¬ 
tion system need modifications and re¬ 
form? How can the food problem of the 
country be solved ? 

The above are some of the problems on 
which B.M. Bhatia wrote in The 
Statesman during the last two years. 
These articles and some of the papers 
presented at seminars arc now collected 
together in Poverty , Agriculture and 
Economic Growth . 

There appear to be two basic issues 
facing the world at present, namely the 
widespread rural poverty in the Third 
World countries and secondly the securing 


Reviewed by Academicus 

of rapid development of these countries 
which for historical reasons have been 
left behind in the race of industrialisation 
and economic development over the last 
two hundred years or so. While the two 
issues are interconnected, it should be 
understood that that does not imply inter- 
causal relationship. This means that the 
solution of one may lead to the resolving 
of the other; but it is also equally possi¬ 
ble that it may not do so. On the other 
hand, it is possible that a massive pro- 

books ~ 
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gramme of industrialisation carried out 
successfully may fail to make any per¬ 
ceptible impact on the rural masses in a 
vast country like India. This is the lesson 
which for example India has learnt after 
the painful experience of the last two 
decades or so. 

From this it follows, according to the 
author, that the problem of rural poverty 
has to be attacked at the point where 
it originates and exists. The remedy lies 
not so much in industrialisation as in 
development of agriculture and expansion 
of productive capacity and employment 
opportunities in rural areas. This realisa¬ 
tion, for example, has led institutions 


like the World Bank to reorient their aid 
policies to developing countries in favour 
of projects which have a direct bearing 
on agricultural-cum-rural development. 

The author has made it clear that 
development of agriculture and agri¬ 
cultural productivity, particularly of food- 
grains, have added significance for deve¬ 
loping countries. It should be realised 
that the world food situation has under¬ 
gone radical changes in recent years. 
While stocks with major food exporting 
countries have touched an all-time low 
mark of 50 million tonnes which is inade¬ 
quate to ensure world food security 
against periodic failures of crops due to 
one or other reason, the prices of food- 
grains have shown a steep rise in recent 
years. Due to these reasons, acquiring 
food self-sufficiency has therefore become 
an urgent task for developing countries. 

rising unemployment 

Secondly, increase in foodgrains pro¬ 
duction is also important for economic 
growth. Agricultural development and 
food surplus in a developing country has 
become under the changed circumstances 
a pre-requisite of industrial development. 
Yet another reason why underdevelop¬ 
ed countries are compelled to pay atten¬ 
tion to development of the rural sector is 
the growing problem of unemployment 
in these countries. In the post-war years 
the Third World countries have been 
witnessing almost unprecedented growth 
rates of numbers and manpower and this 
has resulted in mounting level of unem¬ 
ployment. In the foreseeable future, there 
is no possibility of surplus labour in rural 
areas being fully absorbed in urban 
industrial and other occupations. This 
means that opportunities of gainful 
employment have got to be created within 
the rural sector itself until such time that 
other sectors of the economy grow in size 
sufficiently to be able to absorb that labour. 

According to the author, agricultural 
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development raises some important 
issues of both theory and practice. For 
example, Karl Marx advocated radical 
changes in the existing relations of pro¬ 
duction in agriculture before new forces 
of production comes to be released and 
productivity levels raised. This implies 
that radical measures of land reform are 
thought necessary for initiating growth 
process in agriculture. But, according to 
the author, very little empirical evidence 
is adduced in support of this thesis. On 
the contrary, experience of both Soviet 
Union and China points out that even 
the most radical land reforms may not 
produce any tangible results so far as in¬ 
crease in agricultural production through 
raising yield per unit of land and labour. 

function of technology 

These countries appear to have realised 
lately that improvement in yields is a 
function of technology and investment 
in capital works in agriculture rather than 
that of production relations. Of course 
the author has warned that to say that 
is not to deny the need for land reforms 
as existence of parasitical elements in the 
agricultural sector undoubtedly inhibits 
desire to w ork, save and invest. But it 
should be noted that absence of any 
incentive for hard work and save and 
invest may produce equally disastrous 
results as is clear from the experience of 
the communist countries. Land reforms 
carried out by Americans in post-war 
Japan where private ownership of land 
has been retained corroborates the above 
view. This empirical evidence should, 
according to the author, prove of great 
value to underdeveloped countries in for¬ 
mulating their land reform policies. 

While feudal agricultural relations must 
be transformed, it should be noted that 
it is not a sufficient condition for agri¬ 
cultural development. Agricultural deve¬ 
lopment in addition calls for state action 
(i) promoting much higher rate of capital 
formation in the agricultural sector, (ii) 
provision of institutional credit to 
marginal and small farmers, particularly 
for crop production and purchase of 
farm machinery and other equipment, 
and (iii) ensuring continuous flow to the 
farmer of supplies of essential farm inputs. 
The first requires resources on a 


magnitude that only state can find. As 
regards the second, according to the 
author, the importance of this reform is 
being increasingly recognised everywhere 
as is obvious from the emphasis on expan¬ 
sion of cooperation credit, opening of 
regional rural banks and rapid expansion 
of branches of nationalised commercial 
banks in rural areas. Finally there is 
urgent need for an agency to carry the 
results of research in laboratories at 
agricultural universities to the farmer and 
give a feedback from the latter about the 
village problems faced in practice to the 
research workers. While the community 
development programme might not have 
produced happy results, it only emphasises 
the need to strengthen the extension 
services in a manner that the past mis¬ 
takes are avoided. 

The author has emphasised that the 
farmer must be protected against violent 
fluctuations of prices and incomes, while 
at the same time protecting the interests 
of consumers. This calls for a well-knit 
and long-range farm price policy. Price 
controls and public distribution measures 
are not enough; the farmer must be 
assured of receiving remunerative prices 
for his produce. 

After undue emphasis on industrialisa¬ 
tion for about two decades, agriculture 
seems to have come into its own in 
developing countries. The author has also 
well emphasised the possibilities of draw¬ 
ing wrong inferences from western ex¬ 
perience in matters of economic develop¬ 
ment. In spite of a certain amount of 
repetition which is inevitable in books of 
this type, the articles show great insight 
into agricultural and rural problems of 
India and are extremely readable combin¬ 
ing as they do scholarship with journa¬ 
listic flavour. 

FINANCIAL STRUCTURE 

E.S. Srinivasan has made an attempt in 
his Financial Structure and Economic 
Development (with special reference to 
India) to find answers to three basic 
questions concerning financial structure 
and economic development. First, were 
there structural changes in the financial 
system in the context of economic deve¬ 
lopment? Second, if there were changes, 
how were the different aspects of financial 


structure—financial assets, institutions 
and markets—effected by these structural 
changes? Third, how best can these 
changes be analysed and explained? The 
scope of this analysis is restricted to the 
period 1951-52 and 1965-66 because of its 
special relevance to India. 

It would be instructive to carefully 
note the major findings of the author 
with reference to the above three ques¬ 
tions. 

According to the author, there were 
structural changes, both quantitative and 
qualitative, in the Indian financial system 
during the period 1951-66 in the context 
of planned economic development. The 
structural changes were significant in the 
banking sector among the financial 
sectors and in the household and govern¬ 
ment sectors among the non-financial 
sectors. 

real assets 

The author found that though real 
asset still formed a significant portion of 
the total (real and financial) assets in the 
economy, the size of financial assets in 
relation to national income and real 
assets increased significantly during the 
period of study. One reason for this state 
of affairs has been the notable increase in 
loans and advances which accounted for 
this relative growth of financial assets. 

According to the author, the financial 
sector as a whole showed marked im¬ 
provement in its issue and absorption of 
financial assets in the economy. Among 
the sectors that have contributed to this 
increase, the government sector and the 
household sector are the most important. 

In the Indian financial market, both 
the supply of resources and the demand 
for resources increased significantly over 
the period. On the demand side two 
chronic deficit sectors were the govern¬ 
ment and the private corporate sector. 
On the supply side, the financial and the 
household sectors were prominent al¬ 
though the financial sector itself drew 
heavily from the household sector. On 
the whole, according to the author, the 
demand pattern is more variable than the 
supply pattern of funds in the Indian 
economy over the period of study. These 
changes in the financial market suggest, 
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apart from the growth of financial resour* 
ces in the economy, the increased flexibi¬ 
lity of the Indian financial market. 

With the growth of domestic markets 
and domestic market-oriented larger 
scale production at home, the need for 
greater inter-sectoral flows of money and 
financial assets at home increases and this 
in turn increases the demand for certain 
special types of domestic financial institu¬ 
tions such as long-term trade credit. The 
growth of other non-banking financial 
institutions may not be noticeable until 
the desire to provide for risk is recognised. 
This will happen when money ceases to be 
‘a luxury good’ providing security against 
unforeseen contingencies. 

The author finds it difficut at this stage 
to link these findings with economic 
theory. Only a tentative explanation has 
been offered by the author. The pioneering 
role which the government plays in tran¬ 
sition in developing countries like India 
and the initial slackness in the private 
financial system that the government 
sector plays a crucial role in making the 
financial system reap the economies of 
scale. Financial specialisation is made 
possible leading to innovations in financial 
assets, institutions and markets. These 
naturally result in the extension of finan¬ 
cial services which reduce the (per unit) 
exchange costs on the one hand and help 
diversify the financial risks (of default) on 
the other. 

significant analysis 

Flow-of-funds analysis has assumed 
great significance in recent years. For 
developing countries such as India with a 
mixed type of economy, this sort of analy¬ 
sis is of very great significance. The rate 
of saving has practically trebled since 
1951. Where does that savi ng originate ? 
In what sectors and in what proportions? 
Which are the lagging sectors? Where do 
these funds go? In what form? Why? 
Wanting to develop the economy in a 
planned way with definite targets the funds 
will have to be appropriately diverted in 
adequate quantities and at right time, if 
different sectoral targets arc to be attained. 

Against this background, the analysis 
flow-of-funds in this book appears rather 
superficial and inadequate especially 
because it covers the period 1951-66. The 


broad sectors could have been further 
sub-divided and flow-of-funds analysed in 
greater detail. The effort though inade¬ 
quate is praiseworthy and will have to be 
pursued in greater depth by scholars in 
the monetary field. 

EMPLOYMENT PROBLEM 

In recent years the question of employ¬ 
ment has rightly been receiving consider¬ 
able attention from scholars and govern¬ 
ment policy-makers. There are however 
some key aspects of employment problem 
the knowledge of which is still limited. 
The Employment Potential of Manufacturing 
Industries—A Case Study of Uttar Pradesh, 
written jointly by K. Prasad and T.V.S. 
Ramamohan Rao, develops a methodo¬ 
logy for identifying specific technology 
and products having maximum employ¬ 
ment potential, indicates the factors that 
should be taken into account and applies 
them to the engineering units in Uttar 
Pradesh. The approach of the authors is 
based on the assumption that geographi¬ 
cal disparities in resources endowment 
suggest a richer variety of choice of pro¬ 
ducts and this is likely to develop more em¬ 
ployment opportunities. This is a novel ap¬ 
proach and is certainly thought-provoking. 

The authors rightly feel that in acade¬ 
mic circles “a disproportionately large 
amount of effort is spent in defining 
the concept of unemployment.” It is 
rightly stressed that “measurement of 
unemployment is not the ultimate pur¬ 
pose of the analysis and marginal social 
return in such an endeavour cannot be 
commensurate with the costs involved.” 
The problem of unemployment in India is 
colossal at all levels of skills, in all regions 
and in all sectors of the economy, what¬ 
ever the definition of unemployment we 
may chose to have. The problem has 
become all the more elusive today than 
what it was some tewenty years ago. 

Going straight into the heart of the 
matter, authors emphasise that there is 
little scope for reducing unemployment in 
the short-run by concentrating on policies 
calculated to control supply of labour. 
Naturally therefore, emphasis should be 
on stimulating demand for labour by 
creation of employment so that it can 
grow more rapidly than the supply of 


labour. Any effort to stimulate demand 
for labour ought to keep in mind the 
structure of labour force in India. Indian 
labour is mostly rural, mostly unskilled 
lacking managerial and innovative skills, 
and with lower level of productivity, it 
being sometimes lower than even the low 
level of wages. 

From this it follows that any analysis 
of employment problem should keep 
three aspects in perspective: (a) there 
is need to provide jobs for semi-skilled 
and unskilled people during at least 
next 10-15 years; (b) workers should be 
given a decent real wage so as to make 
employment worthwhile; and (c) the 
efficiency of use of scarce physical and 
financial resources should be maximised 
i.e. the methods of generating employment 
ought to minimise the cost of creating 
a job and at the same time be sufficiently 
productive to contribute adequately to 
Gross National Product. 

macro approach 

The authors have made it clear that the 
classical, I he neo-classical and the Keyne¬ 
sian approaches to the problem of employ¬ 
ment being essentialy macro approaches 
which do not lake into account all the 
above factors into consideration will not 
be much helpful in solving the complicate 
problem of unemployment in a backward 
country such as Tndia. On the basis of the 
analysis of empirical studies so far made on 
unemployment in India, the authors have 
arrived at the important finding that when 
it comes to the question of fully explaining 
the various factors responsible for employ¬ 
ment creation and choice of policy 
instruments to maximise employment, 
“There is no alternative to a detailed 
empirial analysis at the regional level and 
for as many products as possible.” 

According to the authors, more impor¬ 
tant than the question of techniques of 
production and controversy over small- 
scale and large-scale production, is the 
problem of appropriate selection of pro 
duct-mix which should form an important 
strategy of employment generation in the 
context of the integrated development of 
backward areas. What is necessary is that 
a proper mix of different types of industries 
based on regional resource endowment so 
as to provide a viable regional economic 
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development should be selected. Similarly 
a carefully planned effort towards product 
selection for providing maximum employ¬ 
ment potential should be directed towards 
minimising the social cost of providing 
employment in terms of capital outlay and 
the reduction in the growth rate of 
income. 

Taking all these factors into account, 
according to the authors, the important 
determinants of employment potential arc: 
availability of raw materials in the vici¬ 
nity, demand for the product particularly 
in the vicinity and anticipation of demand 
over short-run, profitabilty, stock of 
machines, growth in such assets and 
anticipated expansion, percentage of 
product made to specification, and linkage 
effects. 

Any generalisation on creation of 
employment at macro economic level 
being impossible and the empirical 
material collected so far being, according 
to the authors, spotty and inconclusive, 
the authors have taken for study employ¬ 
ment situation in Uttar Pradesh, espe¬ 
cially with reference to engineering units. 

institutional mechanism 

The authors found that institutional 
mechanism in Uttar Pradesh is inextri¬ 
cably tied up with bottlenecks of various 
types—raw materials, utilities, working 
capital and so on. It was also found that 
relative to a given product-mix, choice 
of techniques exhausts itself earlier than 
is necessary to generate all the employment 
that is desired. There is however, sufficient 
flexibility in the choice of products which 
are suited to the endowment of resources 
of a given region. 

Analysing the functioning of 73 light 
engineering units, the authors found that 
raw material availability from the neigh¬ 
bourhood plays a significant role in mak¬ 
ing production and employment possible 
in both large and small units. It was 
found that working capital requirements 
in small units are much larger than in 
large units. Large units almost universally 
complained of shortages of raw materials 
while working capital shortage aggiavated 
the problems of small units. It was found 
that large units employed smaller number 
of temporary hands. Products of large 
units faced highly variable demand with 


the consequence that inventory fluctua¬ 
tions were high. It was found that most 
of the light engineering units provide good 
opportunities for absorbing semi-skilled 
and unskilled workers. On the basis of 
the critical survey, the authors have con¬ 
cluded that guidelines for successful gene¬ 
ration of employment are—choose pro¬ 
ducts, which (a) use raw material from the 
vicinity, (b) cater to local markets pre¬ 
dominantly, and (c) adopt the best practi¬ 
cable technology but have relatively small 
size to suit the above two conditions. 

The authors have made significant con¬ 
tribution to the solution to the problem 
of unemployment. They have clearly 
brought out the limitations of a generalis¬ 
ed theory of employment whether of the 
classical type or of the Keynesian type, 
especially for a country like India with 
vast regional disparities and abundance of 
semi-skilled and unskilled workers and 
various other bottlenecks. They have 
therefore rightly emphasised that the pro¬ 
blem has to be approached from regional 
angle basing product-mix on the type and 
quantity of available raw materials and 
nature of demand in the region. If the 
problem of unemployment is to be success¬ 
fully tackled, similar project studies will 
have to be undertaken regionwise and in 
place of any generalised policy or as a 
supplement to it, regional and sub-regio¬ 
nal measures will have to be taken. This 
alone will help to solve the growing pro¬ 
blem of unemployment in India which is 
becoming more and more elusive with the 
passage of time. 

SMALL BUSINESS 

In recent years significant developments 
have taken place in the field of small 
business enterprises. It has been realised 
that the first two decades of planned eco¬ 
nomic development left the bottom 50 
per cent of the people practically untouch¬ 
ed or only with marginal gains out of the 
country’s economic progress. It is now 
being increasingly realised that small busi¬ 
ness enterprises are ideally suited to India 
to solve the problem of mass poverty and 
ensure a decent living to this vast neglect¬ 
ed section of the population. 

There are available vast resources in 
different regions and there is also adequate 
skill and entrepreneurial ability with the 


people needed for small business enter¬ 
prises. However the main constraint 
happens to be finance i.e. capital both 
fixed and working and it is on this aspect 
that S.M. Parikh who is working with 
Dena Bank and has the requisite experi¬ 
ence in this field has concentrated his 
attention. 

The merit of How to Finance Small 
Business Enterprises lies in this that 
instead of confining himself to narrow 
groove in which a technical expert gene¬ 
rally moves, the author has written the 
book both for a generalist and a specia¬ 
list. 

prominent role 

For example, discussing the significance 
of small business enterprises, the author 
having described the prominent role which 
they play at present even in advanced 
countries such as the USA, the UK and 
Japan, has shown how for India they 
offer high employment opportunities, help 
maximise the use of local resources, help 
balanced regional development, decentra¬ 
lisation of industries and of economic 
power, capital formation and help develop 
further entrepreneurial skills at different 
growth centres. The government having 
realised the importance of small business 
enterprise has reserved 100 per cent pro¬ 
duction in the case of 30 industries and 
bulk of production in 54 industries (both 
the lists being given in the book). 

The author has explained in detail the 
concept of small business enterprises (as 
interpreted by Thakkar Committee) and 
the institutional set-up for the develop¬ 
ment of small business enterprises in 
India. He has listed more than 20 insti¬ 
tutions which are established since indepen¬ 
dence to assist small business enterprises— 
some well-known and some not so well- 
known. The persons concerned will find 
a Jot of material here regarding financial 
and other assistance they can expect from 
these institutions. 

The author has rightly devoted a sepa¬ 
rate chapter to the role of banks in the 
development of small business enterprises. 
Commercial banks are in a position to 
play a vital role in this field because they 
are the largest repositories of financial 
resources, have a network of branches 
Bpread throughout the country, have the 
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services of financial and technical experts 
at their disposal, and can afford the cost 
of developmental effort in this enterprising 
field. 

A new relationship is being established 
between the commercial banks and small 
business enterprises in India. The com¬ 
mercial banker will have to take note of 
the special characteristics of small busi¬ 
ness enterprises. Some of these characte¬ 
ristics are: a small business enterprise is 
generally a ‘one-man show'; the small bor¬ 
rower is a production-man or marketing- 
man; business finance and personal finance 
are not separate in his case; small bor¬ 
rowers do not maintain suitable books of 
accounts and other records; and his main 
problems are financial. Naturally financ¬ 
ing of small business enterprises has creat¬ 
ed some special problems such as close 
and personel knowledge of the borrower, 
delegation of powers to branch managers 
with suitable internal checks, high estab¬ 
lishment costs because of the present 
methods of banking and the attitudinal 
changes necessary in bank personnel for 
rendering assistance to small business 
enterprises. The last one is the biggest 
hurdle because it is very difficult to break 
the traditions and attitudes built over 
more than a century. 

lending criteria 

While judging the creditworthiness of 
small business enterprises, the bankers 
will have to take four factors into account 
—character, capacity, capital and adapta¬ 
bility of the unit in question. The author 
has explained in detail what all details the 
banker must take into consideration under 
each heading. The method, the author 
feels confident, would enable the banker 
to spot out the right man deserving credit. 
The banker should decide whether or not 
to finance a small unit also taking into 
consideration factors such as prospects of 
generation of employment, utilisation of 
local resources, local needs and alternative 
sources of meeting those needs, and whe¬ 
ther the borrower has full stake in his 
business. Writing about appraisal of a 
new project, the author has provided the 
following guidelines—whether the promo¬ 
ter is technically competent in manufac¬ 
turing the proposed product; whether the 
requisite factory premises, plant and 


machinery, toots and equipment are avail¬ 
able within a reasonable time and cost, 
and if the promoter has made the neces¬ 
sary arrangements for acquiring them; and 
whether the proposed unit is supported 
by the required infrastructural facilities. 
The author has explained all these in 
detail with all the necessary technicalities. 

The banker concerned with providing 
finance to small business enterprises will 
find the specialised knowledge contained 
in chapters on analysis of financial state¬ 
ments, assessment of credit requirements, 
classification of advances, legal side of 
advances, documentation, post-sanction 
control and supervision and recovery of 
advances extremely instructive. 

This is a comprehensive book written 
for both generalists and specialists. While 
specialists may feel happy to find answers 
to some specific problems, they may feel 
disappointed to find a topic like discount¬ 
ed cash flow completely omitted, while a 
personnel man may find an important 
topic like interview inadequately dealth 
with, whereas a legal expert in a bank may 
find topics like mortgages, co-signer vis-a- 
vis guarantor not discussed at all, while a 
prospective entrepreneur may complain 
the absence of detailed information on 
steps to be taken in promoting a new 
industrial unit. It must however be 
understood that the book is not meant to 
enable specialists to understand their sub¬ 
jects but to help them appreciate various 
aspects of small business enterprises. This 
comprehensive book will certainly be of 
great assistance to those whose job it is 
to raise and disburse finance to small busi¬ 
ness enterprises. 

MOBILISING RESOURCES 

The Monetary Structure of the Indian 
Economy is supposed to present a detailed 
study of the monetary sector of the Indian 
economy. 

The authors have begun by reviewing 
the present structure of the money market 
and the evolutionary trends in the history 
of banking. Financial institutions can play 
an important role in efficient mobilisation 
of capital. The authors are of the opinion 
that India has a long way to go in achiev¬ 
ing the objectives of full mobilisation and 
efficient utilisation of capital. Too much 
of saving especially in the agricultural 


sector is still held idle or is loaned with¬ 
out reference to overall market for capi¬ 
tal. Banking sector’s contribution has 
therefore been less than what is needed. 
The authors have opined that its contri¬ 
bution to the gradual monetisation of the 
hitherto non-monetised sector of the 
Indian economy is “questionable if the 
contribution of the real and political 
factors were to be excluded.” 

remarkable achievement 

Indian banking has definitely grown and 
strengthened during the last two decades 
in respect of the number of branches, par¬ 
ticularly in rural areas and in providing 
range of services necessary for modernis¬ 
ing agriculture. These achievements seem 
quite remarkable if the Indian banking 
system is considered in isolation and if 
the time-series data is used to compare 
its own growth rate over time. But the 
authors are of the opinion that from the 
point of view of the Indian economy 
which needs to develop faster, the Indian 
banking system does not seem to have 
overcome some of the major handicaps 
and was making only slow headway espe¬ 
cially prior to nationalisation in its task 
of mobilisation of resources. The authors 
have emphasised that much of the pro¬ 
gress in the Indian banking system is due 
to the progress of the economy and has 
not come from within the sector itself. 

It is also felt that the organised banking 
sector in India is too much oriented 
towards meeting financial requirements of 
the government and of the large-scale 
industries. Its interest rate structure needs 
to be made more realistic while the excess 
liquidity due to past deficit financing 
needs at the same time to be mopped up. 
It is rightly felt that the present high 
degree of liquidity has led to a virtual loss 
of monetary control over the Indian 
economy by the Reserve Bank. Govern¬ 
ment's continual budgetary deficits, lack 
of large market for government securities 
in the private sector and the Reserve 
Bank's commitment to an orderly market 
in government securities all mean that the 
power to adjust the money supply in the 
economy is delegated to commercial 
banks. Liquidity with the people thus 
comes to be determined by factors over 
which the Reserve Bank appears to have 
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little control. This results in weakening of 
the control by the Reserve Bank over the 
economy. 

As regards a quarterly econometric 
model which appears as part of the title 
of the book, the authors after complex 
calculations have arrived at the extremely 
commonplace observation that “the 
seasonal variations in most of monetary 
variables can be traced back, directly or 
indirectly, to seasonal variations in agri¬ 
cultural income and output.*’ 

The students of monetary economics 
will find the book disappointing. Most of 
the things said are commonplace and 
what is more distressing, the things have 
not been well said. Arguments lack 
rigorous analysis and one often begins to 
wonder where one is being led. Craze to 
use econometric models to prove what is 
clear to the naked eye or to the com- 
monsense must be curbed, if economic 
analysis is not to get lost in technical 
jargaon forgetting its ultimate objective. 

GRASSROOTS UNIONISM 

Trade unionism in India is generally 
studied at the macro-level and broad 
conclusions are arrived at. E.A. Rama- 
swamy, the author of The Worker and His 
Union—A Study in South India thinks 
that Indian labour studies are “parrot¬ 
like description of all that is considered 
evil in trade unions.” The political affilia¬ 
tion of the unions, multiple unionism, and 
outside leadership are bemoaned in every 
study. The author feels that this preoccu¬ 
pation has made the scholars myopic to 
the realities of the situation. The author 
has rightly stressed that “Humble down- 
to-earth empiricism is the need of the 
hour in Indian labour studies.” The 
author has taken for his study the 
Coimbatore District Textile Workers’ 
Union (TWU). His aim is to study 
“grassroots unionism”, instead of indulg¬ 
ing in vague and meaningless generalisa¬ 
tions about trade union movement in the 
country. 

The TWU, affiliated to the Hind Maz- 
door Sabha (HMS) at the national level, 
is one of the four unions organising the 
blue-collar workers employed in some 
80 textile mills in the district of Coimba¬ 
tore. The choice of Coimbatore for the 
author’s study was influenced by the 


existence of large textile industry there 
and the tradition of militant unionism in 
the industry since the late thirties. The 
TWU has been the dominant union since 
its establishment in 1937, with its peak 
membership of 23,000 in 1947. The TWU 
has been the prime target of employer’s 
hostility and it has been in conflict with 
other unions of which National Textile 
Workers’ Union (NWU) has been promi¬ 
nent. 

democratic functioning 

The author has made an attempt to 
understand the internal environment of 
the TWU. The well-attended meetings, 
crowded union office, massive rallies all 
seem to be the proof of democratic 
functioning of the TWU and the convic¬ 
tion of the members that the union is 
theirs and they must have a say in its 
affairs. The TWU exists primarily to take 
care of the members' interests in the 
workplace and this is also where much of 
the action originates, because the members 
have a vital interest in pay-packet, bonus, 
workload, physical facilities and their 
work-relationship. The workers typically 
view the management as being desirous of 
evading its responsibilities in these 
matters, above all over the question of 
bonus. The author found that members 
are deeply concerned with the inter-union 
equation. Different unions compete for 
the loyalty of the same work-force and no 
union including TWU was seen to be 
generally cooperating with other unions 
except in its own interest. The competition 
for support inevitably leads to active 
conflict among unions and the interests 
of workers were seen to suffer as a 
consequence. 

The author found that often inter- 
union conflicts in Coimbatore cannot be 
traced to economic interests at all. 
Slighting references to union leaders, 
attempts to block meetings, etc. are 
important sources of conflict. It was found 
by the author that the initial logic that 
the rivals should be contained in order to 
further common interests of workers 
tends to recede into the background and 
containing rival unions becomes an 
independent objective. 

The author found that political affilia¬ 
tion of trade unions also plays an impor¬ 


tant role. For example, ifth$ TWU is not 
to be swamped by competing unions with 
similar overt claims, it must set itself 
apart from the rest of them. Thus political 
affiliation helps to give the TWU its 
unique identity by providing it with a 
core of stable supporters who constitute 
its bulwark. Loyalty to the PSP or at 
least to some kind of leftist ideology 
happens to be an important driving force 
in the TWU. The author feels that the 
“attentuation of this force will inevitably 
sap the vitality of the Union.” 

The author is of the opinion that indus¬ 
trial relations in Coimbatore would cer¬ 
tainly be less complicated but for the 
existence of multiple unions which affords 
a chance for employers to play one union 
against another. But for this union 
r valry, the author feels that many dis¬ 
putes would not arise at all and those 
which do could be settled more easily. 
Also, the political cleavages among unions 
lend a further edge to the conflict among 
them. Particularly relevant here is the 
fact that the partisans in the different 
unions clash periodically during elections 
to state and central legislatures. 

high point 

The author found that job interest can¬ 
not draw the members to the union on a 
continuous basis and the most obvious 
high point of union activity is around 
October-November every year when the 
bonus issue dominates the scene. Member¬ 
ship interest in industrial disputes is also 
high just before and immediately after the 
conclusion of wage and workload agree¬ 
ments. 

A dominant question in Indian labour 
studies relates to the pattern of leadership. 
The control of unions by outside leaders 
has evoked unequivocal condemnation. 
But the author on the basis of his study 
does not agree with this view. The labour 
leader is not a free agent and whether he 
is outsider or insider has to be responsive 
to the demands and wishes of workers. 
The author found some outside leaders 
quite honest and hard-working and some 
inside leaders corrupt and inefficient. He 
found that egalitarian political culture, 
low bureaucratisation [and high rank and 
file involvement in the union activities 
constrain the leaders whether outsiders or 
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insiders to he responsive. “Given appro* 
priate conditions insiders and outsiders 
may turn out to be just as corrupt/’ 

The author also feels that much is made 
of illiteracy and ignorance of workers. 
Surely, illiteracy does not prevent a person 
from knowing what is in his interest. The 
Coimbatore workers arc illiterate and yet 
pursue their interests with determination. 

Also the general assumption has been 
that the workers are believed to be unable 
to take over effective full-time leadership 
because they have no formal education. 
But the author found that some of the 
most accomplished trade union leaders in 
Coimbatore have barely finished middle 
school. 

political links 

The political involvement of trade union 
is another question which has evoked 
strong reactions. But the author is of the 
opinion that at a time when rank-and-file 
apathy is the most serious problem faced 
by trade unions everywhere, a force which 
can bring workers closer to their union 
cannot be dismissed as divisive. “It is 
utopian to demand that trade unions 
should dissociate from political parties 
when almost every mass-based organisa¬ 
tion is developing strong political links.” 
Also, the notion that between the trade 
union and political party, it is the latter 
which plays the big brother has come to 
be uncritically accepted. The relationship 
between the two could very well depend 
upon the size and strength of the union 
and the party and whethei the party in 
question is in power or in opposition. 

A number of corollaries follow from 
this study by FI. A. Ramaswamy. The 
study shows the severe limitations of 
macro-studies in a country like India. 
This is becoming obvious not only in the 
field of trade unionism but also in several 
other fields. The emphasis should there¬ 
fore now shift to micro-studies in vasious 
fields. Secondly, one must not hurry to 
draw general inferences even from this 
study. Because outside leadership, poli¬ 
ticisation and illiteracy are no obstacles in 
the case of trade union movement in 
Coimbatore, it does not follow that they 
may not prove to be serious impediments 
elsewhere, nor does it necessarily follow 


that greater literacy, internal leadership 
and eschewing of politics will not 
strengthen trade unionism in the country. 
Each case with its special environment 
will have to provide its own lessons. And 
thirdly, if the above two things are grant¬ 
ed, formulation of any general policy in 

Reserve Bank of India 

Beginning with 1976, the Reserve Bank 
of India has been bringing out Staff 
Occasional Papers twice a year, i.e., 
June and December. This series is an 
outlet for the technical studies of the 
staff of the Economics and Statistics 
Departments of the Bank. We reproduce 
here the gist of the three studies forming 
the December 1976 issue. 

The annual subscription is Rs 16 in 
India and S2.50 for abroad, the price of 
a single copy being Rs 8 and (1.50 
respectively. Copies to be had from The 
Administrative Officer, Economic Depart¬ 
ment, Reserve Bank of India, Post Box 
No 1036, Bombay-400 001. 

FINANCIAL SYSTEM 

Flow-of-Funds Accounts: A study prepared 
by V.V. Divatia and T.R. Venkatachalam 
(of the department of Statistics). 

There has been a distinct growth 
and diversification of financial system 
in terms of institutions and instruments 
since the second Plan, new issues (incre¬ 
mental) of financial institutions steadily 
rising from an annual average of Rs 118 
crores or 1.3 per cent of national income 
in the first Plan period to about Rs 197 
crores or roughly 5.8 per cent of national 
income during the years 1969-70 to 
1971-72. The rise was particularly marked 
during the second Plan, from 1.3 to 3.4 
per cent. This was due to a host of 
promotional and other measures initiated 
by the Reserve Bank and the government 
—nationalisation and reorganisation of 
the then Imperial Bank of India 
(State Bank of India) in 1956, greater 
vigilance over the working of other banks, 
stress laid on cooperative credit, progres¬ 
sive extension of the EPF Act to cover 
many more new industrial establishments 
and so on. The rising trend continued in 
the later periods (albeit at a slower pace). 


most of the fields poses serious problems. 
Such policies are likely to prove ineffective 
and even harmful. Policies will have to 
be formulated on the basis of a fine 
combination of macro and micro studiee 
in most of the fields in a country liks 
India. 

staff occasional papers 

This phenomenon can be attributed to the 
recognition given to term lending initially 
and development banking later and the 
emerging class of smaller investors from 
the viewpoint of industrial development 
through the establishment of 1DBI and 
UT1 in 1964, closely followed by ARDC. 

The increasing resort to indirect financ¬ 
ing via financial institutions is reflected in 
the rising intermediation ratio. Reliance 
on credit (or external finance) for invest¬ 
ment purposes as revealed by the new 
issue ratio also went up from 0.51 in the 
first Plan to 0.66 in the third Plan, but 
the subsequent years it remained at about 
0.64. The incremental financial inter¬ 
relations ratio (i.e. the ratio of total 
borrowing to total physical assets forma¬ 
tion) rose from 0.63 in the first Plan to 
about 1.06 during the period 1969-70 to 
1971-72. In other words, for every rupee 
of investment in physical assets, investors 
issued (or created) financial claims worth 
63 paise during the first Plan years, whereas 
lately they created claims worth Rs 1.06. 
This is a pointer to the growing complexi¬ 
ty of the financial system which inevitably 
accompanied modernisation and growth. 

Government saving has risen in absolute 
terms but has not kept pace with the 
steadily rising level of its investment. In 
fact, saving as a proportion to investment 
fluctuated alternatingly and declined from 
43 per cent in the first Plan to 30 per 
cent during the years 1969-70 to 1971-72. 
In meeting these widening deficits, the 
government has resorted to borrowing 
from both domestic and foreign sectors. 
The foreign sector has emerged as the 
most important lender eclipsing domestic 
sectors like banks, other financial institu¬ 
tions and households which are net lenders 
to government. However, since the third 
Plan it has reached a plateau of about 50 
per cent of the government financial defi- 
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cits (i.e. financial sources minus financial 
uses) and has steeply declined thereafter 
to 24 per cent, reflecting, among others, 
the stress laid on self-reliance in planning. 

In the private corporate sector, there 
has been a steady fall in the proportion 
of self-financing of investment from 44 
per cent in the first Plan to 16 per cent 
during the annual Plan period (1966-67 to 
1968-69). The decline is atributable to 
recessionary trends in the industry during 
these three years. Since then the propor-. 
tion of self-financed investment has risen 
to 31 per cent, reflecting partly the shift 
from excessive reliance on external finance 
particularly from commercial banks in 
the wake of the measures initiated such as 
social control and credit planning. 

In the household sector, direct invest¬ 
ment is found to be over 50 per cent of 
own savings, the balance being lent to 


others in the form of financial assets. Net 
direct lending by households in the form 
of securities to corporate sector drastically 
fell from 30 per cent during 1951-55 to a 
small net disinvestment of securities dur¬ 
ing 1969-70 to 1971-72. There is a falling 
trend in the share of net loans and ad¬ 
vances. The declining share indicates 
that borrowings of households from banks 
and other financial institutions have in¬ 
creased at a faster rate. The falling share 
of lending to government reflects the 
rising quantum of the flow of financial 
assistance from government to households, 
besides disinvestment by households in 
marketable government securities. 

BREAKTHROUGH 

Agricultural Production in India : Trends 
and Prospects: A study prepared by Mr 


Indicators of Financial Development in Indian Economy—Flows During the 

Plan Period 

(Amount in crores of Rs) 



First 

Plan 

Second 

Plan 

Third 

Plan 

1966-67 

to 

1968-69 

1969-70 

to 

1971-72 

1. Issues of financial institutions 

(indirect) to non-financial 

590 

2,003 

3,838 

3,628 

5,916 

sectors 

(1-3) 

(3.4) 

(4.7) 

(4.5) 

(5.8) 

2. Issues of non-financial 

1,792 

4,822 

8,227 

7,485 

9,381 

sectors 

(3.8) 

(8.2) 

(9.5) 

(9.3) 

(9.1) 

3. Issues of rest of the 

—178 

—542 

74 

12 

261 

world ( 

-0.4) 

(-0.9) 

(-1-0.2) 

(--) 

(0.2) 

4. Total (F) (1 to 3) 

2,204 

(4.7) 

6,283 

(10.7) 

12,139 

(14.1) 

11,125 

(31.8) 

15,558 

(15.1) 

5. Net physical assets formation 

3,489 

7,428 

12,378 

11,903 

14,700 

(K.M.Y.) (at current prices) 

(7.4) 

(12.7) 

(14.3) 

(14.7) 

(14.4) 

6. Financial inter-relations ratio 

FIR (Ratio of 4 to 5) 

0.63 

0.85 

0.98 

0.93 

1.06 

7. Investment financed by financial 

institutions (ratio of 1 to 5) 

0.17 

0.27 

0.31 

0.30 

0.40 

8. Intermediation ratio 

(ratio of 1 to 2) 

0.33 

0.42 

0.47 

0.48 

0.63 

9. New issue ratio (ratio of 2 to 5) 

0.51 

0.65 

0.66 

0.63 

0.64 

10. Ratio of foreign (rest of the 
world) financing (ratio of 

3 to 4) 

-0.08 

—0.09 

0.01 

— 

0.02 


Note : Figures in brackets represent percentage to national income 


R.V. Rao and Mr A. Seshan (of the Eco¬ 
nomic department). 

Extension of irrigation and a break¬ 
through in developing high-yielding varie¬ 
ties for many crops will be crucial ele¬ 
ments in attaining satisfactory levels of 
growth in agricultural productivity as well 
as production in the remaining years of 
the fifth Plan period. Besides, develop¬ 
ment of suitable high-yielding technology 
for dry farming areas and greater involve¬ 
ment of small farmers in agricultural 
production programmes are also potential 
sources of future growth. 

Over the period 1949 50 to 1973-74, 
the annual compound rate of growth was 
2.5 per cent for foodgrains production, 

1.4 per cent for productivity and 0.9 per 
cent for area under cultivation. Cropwise, 
the growth rate of production was one 
per cent or Jess for jowar and pulses, bet¬ 
ween one and 2.5 per cent for groundnut, 
oilseeds, jute, tea and tobacco and 2.5 per 
cent or more for rice, bajra, maize, wheat, 
foodgrains, sugarcane cotton and coffee. 

main objective 

One of the main objectives of the fourth 
Plan in the agricultural sector was to 
create conditions necessary far a sustained 
increase of about five per cent per annum 
over the succeeding decade. A base 
level production of 98 million tonnes of 
foodgrains was assumed for 1968-69 and 
the target was fixed at 129 million tonnes 
for the terminal year of the Plan, thus 
implying an annual growth rate of 5.6 per 
cent. However, the base and terminal 
year production of foodgrains turned out 
to be 94 million tonnes and 104 million 
tonnes, respectively, and the annual com¬ 
pound growth rate was 2.1 per cent. 

The growth rate of foodgrains was thus 
less than half of the projected rate. 
Besides adverse seasonal conditions, a 
number of factors like susceptibility of the 
hitherto successful high-yielding varieties 
of wheat to diseases, technical difficulties 
in the development of suitable high-yield¬ 
ing varieties for many crops in different 
agro-climatic zones and inadequate use 
of chemical fertilisers, pesticides and 
power for irrigation were responsible for 
the shortfall in achievement. 

Growth rates have been compiled for 
a number of crops in respect of area, 
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yield and production using different sets 
of base and terminal years. The occurrence 
of both highest and the lowest growth rate 
of foodgrains production in the post- 
HYVP sets of periods indicates the extent 
to which these rates arc sensitive to chang¬ 
es in climatic conditons. It is also a 
pointer to the loss of momentum of the 
so-called Green Revolution. 

The BYFP has been an important ele¬ 
ment in accelerating growth of producti¬ 
vity, as well as production, of wheat and 
to some extent of paddy. In the absence 
of irrigational facilities, most of the crops 
have shown fluctuations in growth rates 
due to the influence of seasonal condi¬ 
tions. The productivity of crops such as 
jute and tobacco, which arc important 
from the export point of view, has been 
more or less stagnant. Jowar, the staple 
food for the disadvantaged sections of the 
population in many parts of the country, 
has recorded a fall in productivity in 
recent years. With the exception of wheat 
and coffee, the long-term growth of pro¬ 
ductivity of the remaining crops can also 
hardly be considered satisfactory. 

The lower levels of achievement in pro¬ 


duction of some agricultural commodities 
at the end of the fourth Plan means base 
levels which are lower than what were 
originally envisaged for the fifth Plan 
targets. Consquently, the growth rates 
required to achieve the physical targets of 
production in the terminal year of the 
fifth Plan have to be much higher than 
what were originally planned for jowar, 
maize, pulses, oilseeds and cotton, High 
growth rates, particularly in respect of 
crops like jowar, cotton and oilseeds, were 
not realised in the best of circumstances 
in the past. Hence the scaling down of 
targets in the final fifth Plan seems to be 
appropriate. The absolute fall in fertiliser 
consumption in 1974-75 should in this 
context be noted. Though in the subse¬ 
quent year there has been some improve¬ 
ment, trends in fertiliser use need to be 
constantly monitored if production tar¬ 
gets are to be achieved. 

A NEW APPROACH 

The Debt-Equity Ratio: A study prepar¬ 
ed by Mr T.K. Velayudham (division of 
Monetary Economics, Economic depart¬ 
ment). 

The various developments in the econo¬ 


my in recent years such as rise in project 
costs, capital intensity of projects, state 
of the capital market, the evolving nature 
of corporate proprietorship, erosion in 
the value of real savings and decline in 
the flow of risk capital have changed the 
context in which tha debt-equity norm was 
originally fixed. A standard equity norm 
for all industrial units irrespective of 
their size and nature and iheir capacity 
to raise funds in the new issues market is 
neither desirable nor practicable. The 
objective of debt-equity ratio should be to 
supplement risk capital in a somewhat 
liberal manner so that capital formation 
and rapid industrialisation are facilitated. 
This objective may be achieved not by 
relaxing 01 modifying the present norm 
but by evolving a new approach. 

The new approach would indicate 
different debt-equity ratios for different 
industry-groups, based on the type of 
technology generally used, the quantum 
of capital normally required and the ges¬ 
tation lag. These industry-group norms 
could be suitably relaxed in the case of 
individual units within the industry 
group to take into account the availability 
or otherwise of risk capital, relative back¬ 
wardness of the region where the unit is 
to operate, nature of demadd for the pro¬ 
duct, whether, promoters are technocrates 
and other relevant circumstances. 

The overall debt-equity ratio for the 16 
industry groups covering 1,650 companies 
included in the study of joint-stock com¬ 
panies by the Reserve Bank is well below 
one, being 0.4:1 for the period 1970-71 to 
1974-75. Leaving out the industry groups 
with ratios well above the overall average, 
namely, shippidg (1:1), electricity genera¬ 
tion and supply (0 6:1), paper (0.4:1), 
cement (0.5:1), industrial chemicals (0.6:1), 
transport equipment (0.5:1), cotton textiles 
(0.5:1) and aluminium (0.4:1), all the 
industry groups have ratios well below the 
overall average. 

Althongh the financial institutions have 
been operating the present norm in a 
flexible manner, a relatively more liberal 
approach could be taken as regards the 
role of debt, in view of the need to step 
up investment to facilitate rapid indus¬ 
trialisation. This is particularly important 
in a situation where flow of risk capital 
is not adequate, The current foreign ex- 
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Percentage Sham Debt and Equity fat Total Capital Base in 
Respect of Selected Industries 

(Average for 1970-71 to 1974-75) 


Industry 

Debt 

Equity 

Edible vegetable and hydrogenated oils 

17.9 

82.1 

Sugar 

19.6 

80.4 

Cotton textiles 

35.1 

64.9 

Jute textiles 

19.4 

80.6 

Silk and rayon textiles 

17.3 

82.7 

Woollen textiles 

19.2 

80.8 

Tronand steel 

16.2 

83.8 

Aluminium 

28.3 

71.7 

Other non-ferrous metals (basis) 

22.9 

77.1 

Engineering 

26.3 

73.7 

Cement 

30.9 

69.1 

Rubber and rubber products 

25.5 

74.5 

Paper and paper products 

29.4 

70.6 

Glass and glassware 

18.2 

81.8 

Chemicals 

29.2 

70.8 

Electricity generation and supply 

35.9 

64.1 

Shipping 

51.8 

48.8 

Total (including others) 

26.8 

73.2 


change situation seems to provide the right sources for utilising the substantial foreign 

opportunity, as a liberal debt-equity ratio exchange reserves. 

may make available matching rupee re- The implications of a liberal debt-equity 
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ratio should not, however, be lost sight 
of. The more important of these is 
whether the Indian corporate sector can 
absorb debt without risking their financial 
viability. An analysis of the trends in 
debt-equity ratio, as also trends in average 
cost of debt and profitability rates, sug¬ 
gests that there is scope for increasing the 
proportion of debt in the capital structure 
of companies. 

Books Received 

Problems of Working Capital with 
Reference to Selected Public Undertakings 
in India : Ram Kumar Mishra; Somaiya 
Publications Pvt. Ltd; Pp. 304; Price 
Rs. 50.00. 

Development Planning ; V.S. Mahajan; 
Minerva Associates (Publications) Pvt. 
Ltd., 7-B, Lake Place, Calcutta-700 029; 
Pp. 122; Price Rs 30. 

International Labour Standards—A Hand 
Book : N. Vaidyanathan; Minerva Asso¬ 
ciates (Publications) Pvt. Ltd; Pp. 281; 
Price Rs 40. 

Institution—Building in Education and 
Research from Stagnation to Self Renewal: 
Edited by Ravi Matthai, Udai Pareek and 
T.V. Rao; All India Management Asso¬ 
ciation, Flat Nos. 51-53, Deepak Building, 
Nehru Place, New Delhi-110 024; Pp. 174; 
Price Rs 45.00. 

Undemocratic Elements in the Indian 
Constitution : Ram Gopal; Somaiya Publi¬ 
cations Pvt. Ltd; Pp. 367; Price Rs 75. 

Minerals Economics: R.K. Sinha and 
N.L. Sharma; Oxford & 1BH Publishing 
Co., 66, Janpalh, New Delhi-110-001 ; 
Pp. 368; Price Rs 15. 

Narottam Morarjee , Architect of Modern 
Indian Shipping: Edited by N. G. Jog; 
Published by Publicity and Public Rela¬ 
tions; The Scindia Steam Navigation 
CompayLtd., Scindia House, Narottam 
Morarjee Marg, Bombay-400 038; Pp. 153. 
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„ United 
Commercial 

H'b __ % Head Office 

K5lt1K 10. BiplabM 

UlUIA (Brabournel 



31 st December. 197 


Rs. 

2,80.00600 

7,00,00,000 

623,17,06,058 

28,45,62,817 

8,75,07,313 

53,47,04,178 

14,08,46,282 

57,00,98,566 


Head Office 
10, Biplabi Trailokya Maharaj Saranl 
(Brabourne Road) Calcutta-700001 


STATEMENT OF POSITION 

LIABILITIES 

Capital: Paid-up 
Reserve Fund 
Deposits 

Due to Banks and Correspondents 
Bills Payable 
Bills for Collection 
Branch Adjustments etc. 

Acceptances for Customers 
PROFIT AND LOSS ACCOUNT: 

2,05,46,932 Profit for the year 2,09,76,348 
Less: Transfer to 

55,00,000 Reserve Fund 50,00,000 

Provision for 

— contingencies 62,00,000 

— Provision for gratuity 47,17,000 

1,00,00,000 Investment Reserve — 


64.56 


NUMBER OF BRANCHES 

Rural 

Semi-Urban 

In India: Urban 

Metropolitan 

* ' 

Outside India: 

TOTAL 

Percentage of Rural & Semi -Urban branches to 
Total number of branches in India 


31 st December. 197 


Rs. 

5,00,00,000 

6,00,00,000 

788,32,19,813 

52.25,38,750 

8,84,44,003 

57,70,44.586 

9,08,59,846 

57,25,26,125 


50,46,932 

Balance to be transferred to Central Govt. 

50,59,348 

795,24,72,146 

ASSETS 

984,96.92,471 

65,94,16,114 

Cash in hand and with Banks 

104,93.82,277 

6,70,82,000 

Money at Call and Short Notice 

Investments in Govt, and other 

9,03,00,000 

174,68,26,548 

Securities, Shares, Debentures etc. 

Loans, Advances and Bills 

196.72,25,253 

417,66,27,513 

Purchased and Discounted 

534,33,26,196 

53.47,04,178 

Bills for Collection 

57.70.44,586 

57,00,98,566 

Constituents Liability on Acceptances 

57,25,26,125 

3,21,91,780 

Premises 

3,58,43,613 

4,51,30,174 

Furniture and Fixtures 

5,26,85,156 

12.03.95,273 

Other Assets etc. 

16,13.59,265 

795,2 \72.146 


984,96,92,471 


65.46 
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TRADE 

WINDS 


Export Duty on Coffee 

The export duty on coffee 
has been raised from Rs 1,300 
per quintal to Rs 2,200 per 
quintal with immediate effect. 
The increase has been effected 
in view of the steep increase 
in international prices of coffee 
in recent months. The revi¬ 
sion is expected to result in 
additional export revenue of 
Rs 54 crore in a full year on the 
basis of an estimated 60,000 
tonnes of exports in 1977-78. 
The export duty had been 
raised from Rs 300 to Rs 1,300 
per quintal in November 1976 
to mop up windfall profits with 
the boom in international coffee 
prices. Against a little over 
Rs 4.5 crore realised in 1975- 
76, export duty from coffee was 
estimated to yield Rs 30 crore 
in 1976-77 and the interim 
budget for 1977-78 had assu¬ 
med Rs 70 crore. 

Export Awards 

The union minister of Com¬ 
merce, Civil Supplies and Co¬ 
operation, Mr Mohan Dharia 
presented awards for export 
performance for 1975-76 insti¬ 
tuted by the Engineering 
Export Promotion Council. 
The rotating shield for highest 
all-India export performance in 
the large and medium-scale sec¬ 
tors was presented to the Pro¬ 
jects and Equipment Corpo¬ 
ration, a subsidiary of STC. 
The rotating shield for all-India 
export performance in the 
small-scale sector went to Man- 
gala Engineering Works of 
Bombay. 

The regional shield for tfr 
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port performance were pre¬ 
sented to TEXMACO, Cal¬ 
cutta, R. S. Iron Industries, 
Calcutta, Bharat Heavy Elec¬ 
tricals, New Delhi, Kajeco 
Industries, Agra, Motor Indus- 
ries, Bangalore, Rajan Trad¬ 
ing Company, Madras, Tata 
Exports, Bombay and Hamil¬ 
ton Industries, Bombay. 

Certificates of Merit 

Besides, certificates for ex¬ 
port performance were given 
to 39 firms. These were: 
Arkay Wires, Audco India, 
B.C. Iron Foundry, Bajaj Auto, 
Bush India, Chaliha Rolling 
Mills, Cossul and Co, Easun 
Engineering Co, Gwalior 
Rayon and Silk Manufacturing 
Co, Hindustan Everest Tools, 
HMT International, Indian 
Aluminium Cables, Integral 
Coach Factory, Indo Java and 
Co, Janak Manufacturing 
Works, Johnston Pumps, Katia 
Steel Rolling Works, Khem 
Chand Vijay Kumar Metal 
Industries, Mackinnon Mac¬ 
kenzie, Mittal Alloys and Steels, 
Multiweld Wire Co., Mysore, 
Electroplating Ltd, New Bharat 
Engineering Works, Patel En¬ 
gineering Co, Rattan Re- 
rollers, Raunaq International, 
Rex Trading Co, Rookmann’s 
Private Ltd, Standard Wire 
Products, Swastik Engineers, 
Tekma Machinery Manufac¬ 
turing Co, Tiger Products, 
Tipson Cycle Industries, Trad¬ 
ing Engineers (International), 
United Engineering (Eastern) 
Corporation', United Oil Mill 
Machinery and Spares, Victor 
Tools Corporation, V.D. Swarai 


and Co, and Wazir Chand & 
Sons of Moradabad. 

Consultancy Team to 
West Asia 

The Federation of Indian 
Export Organisations (FIEO) 
had sponsored a 4-member 
team of consultants to Oman, 
the UAE, Saudi Arabia, Iraq 
and Kuwait. The team led by 
Dr N.P. Agarwalla, manager 
of business development, En¬ 
gineers India Limited, spent 
about 26 days in this region. 
The other members of the team 
are Mr O.P. Gupta, president, 
Desein (New Delhi) Pvt. Ltd, 
Capt K.C. Saigal, chairman 
and adviser, Eastern Bulk Ser¬ 
vices, New Delhi and Mr 
D.R. Kalra, deputy secretary, 
FIEO. 

The delegation was able 
to establish a large num¬ 
ber of contacts and project to 
them the present status and 
capabilities of Indian consulting 
organisations. The delega¬ 
tion had discussions with 
various procurement agencies, 
buying agencies, governmental 
as well as private, in each of 
these countries about their 
programmes and their conse¬ 
quential requirements of con¬ 
sulting services. The team also 
explored the possibilities of 
collaborating with local con¬ 
sultants who are already opera¬ 
ting in these countries. A well 
connected and infiuencial local 
partner would be a great help 
in getting business in the count¬ 
ries visited. There is a con¬ 
cern in the countries, visited 
by the delegation, about the 
inflated bids which the con¬ 
sultants from industrialised 
countries are making for 
various projects and, therefore, 
the time is opportune for Indian 
consultants to cash in. 

The Sultanate of Oman is 
dependant on oil revenues as 
the principal source of income, 
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The Omanis have shown inte¬ 
rest in a refinery of one million 
tonnes capacity. They are also 
interested for a cement plant 
and a copper smelter. With 
our engineering costs being 
competitive and economic in 
the world market, Indian-con- 
suHants stand a very good 
chance. Dubai is thriving as 
a leading port and an entre¬ 
pot for other Gulf states. At 
present, there is a dry dock pro¬ 
ject, for super tankers, under 
construction which when com¬ 
pleted would be the largest in 
the world. Dubai Electricity 
Company have recently pla¬ 
ced an order for five units for 
electricity generation with a 
Japanese company at a cost of 
1,000 million dirhams. They 
are in need of manpower for 
running and maintaining these 
stations. They are looking 
towards India for assistance in 
this sector. An oil refinery, 
a petrochemical complex, LPG 
plant and ammonia and urea 
Plant arc expected to be set up 
in Abu Dhabi. They are look¬ 
ing for consultants for evaluat¬ 
ing as well as for the imple¬ 
mentation of these projects. 

Planned Investment 

In Saudi Arabia, two big in¬ 
dustrial complexes are being 
planned to be set up in Jubail 
and Yanbu—one in the east 
and the other in the west. 
The total anticipated invest¬ 
ment for the two complexes 
would reach a staggering figure 
of US$ 150 billion by 1985. 
The development in Iraq is 
being so planned so as to deve¬ 
lop it as an industrial base. 
Super highway is being plan¬ 
ned connecting Baghdad with 
Basra. Plans are also afoot 
to make the river, connecting 
Baghdad and Basra, navigable 
throughout the year. Also 
on the cards is the expansion 
of Basra port. A tyre factory 
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has recently been set up in Iraq 
but it is not in operation due 
to lack of trained and skilled 
manpower. Shuaiba indus¬ 
trial area which is situated 50 
kms to the south of Kuwait 
city, is the main scene of in¬ 
dustrial activity in Kuwait. 

A Petrochemical Complex 
and an Arbmatics Complex are 
being planned to be set up there 
and these would be operational 
some time after 1985. The 
team also explored the possibi¬ 
lities of collaborating with 
local consultants already opera¬ 
ting in the region. One of the 
delegates was able to evince in¬ 
terest from a local consultant 
in Saudi Arabia for a joint 
venture project and a contract 
to that effect has duly been sig¬ 
ned, subject to the approval of 
the respective governments. 

Exports to France 

The Trade Development 
Authority (TDA) has published 
recently a country bulletin in 
France in its market infor¬ 
mation service which is likely 
to be useful for exports of 
India’s trade with France and 
imports from France both have 
increased over the last few 
years. The total trade turn¬ 
over which was just Rs 39 
crores in 1970-71 rose to 
Rs 269 crores in 1975-76. 

The Indo-French Committee 
set up in January 1976, during 
the visit of the French prime 
minister, Mr Chirac to India, 
has been trying to encourage 
mutual trade. The bilateral 
trade and future prospects, 
lndo-French industrial coope¬ 
ration in specific sectors and 
lndo-French cooperation for 
joint ventures in third countries 
have featured in the discussions 
between the two sides so far. 

The TDA study has tried to 
throw light an items which 
can be exported to France: 
Radio and Sound Equipment: 
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France depends heavily on 
import to satisfy demand for 
radio, tape recorders, record 
players and Hi-Fi equipments. 
Portable radios constitute bulk 
of the demand for radios and 
Singapore is the major supplier 
for these claiming 60 per cent 
of the total import of radios 
in France. Electronic Com¬ 
ponents: Nearly 28 to 30 per¬ 
cent of the French requirements 
of semi-conductors and tran¬ 
sistors etc. are being imported 
and the import of these items 
show an upward trend. French 
market buys only high per¬ 
formance components. 

Domestic appliances: Import 
constitute quite a significant 
portion of the requirement of 
domestic appliances in France. 
This is particularly so in respect 
of washing machines, refrigera¬ 
tors, deep freezers, electric 
heaters, irons and vacuum clea¬ 
ners. Dry cell batteries: Import 
of dry cell batteries in France 
account for on an average, just 
over 10 per cent of total con¬ 
sumption. Some 30 per cent of 
these imports are being sup¬ 
plied by Belgium and another 
20 per cent by West Germany, 
USA and Japan are the other 
two major suppliers. 

Increasing Trend 

Floor covering, carpets and 
textile furnishings : Import of 
these have followed an increas¬ 
ing trend which is, however, 
firm only in respect of tufted 
velours carpetings. A signi¬ 
ficant portion of home con¬ 
sumption of carpets and vinyl 
floor coverings is met through 
imports. Furniture: The value 
of import of wooden furniture 
has been increasing signicantly 
in recent years. Clothings: 
About one third of men’s and 
boys shirts, underwear and 
nightwear and 45 per cent to 50 
per cent knitwear and hosiery 
consumption in France are 
being met through imports. 


Footwear: About one-third of 
total requirement of footwear 
in France is met through im¬ 
ports which has also a growing 
trend. In 1975 alone the in¬ 
crease was about 16 percent. 
Sports and leisure footwear 
with leather uppers has shown 
a consistent increasing trend. 
Italy is the principal supplier 
with Spain and West Germany 
as the two other leading sup¬ 
pliers. Handtools: In 1974, 
France imported handtools 
worth $ 185 million wh4ch 
showed an increase of 23.7 
per cent over the previous 
year. Countries of European 
Common Market are the main 
suppliers accounting for about 
55 per cent of the total im¬ 
ports of handtools in France. 

Market for Furniture 
in Norway 

Trade Development Autho¬ 
rity (TDA) has planned a series 
of intensive surveys in ils tar¬ 
get markets with the asistance 
of the International Trade Cen¬ 
tre (1TC) and the Swedish 
International Development 
Authority (SIDA). A recent 
report of the TDA contains the 
findings of the market survey 
on furniture in Norway con¬ 
ducted during September- 
Octobcr, 1975. 

At present components of 
furniture may find a market but 
not the furniture in CKD form 
because of some inherent diffi¬ 
culties such as heavy freight 
and old designs of furniture. 
To establish in the Norwegian 
market the Indian manufac¬ 
turer-exporter must establish 
close contacts with those big 
manufacturers of furniture who 
are Keenly interested in, finding 
sub-contractors for manufac¬ 
turing furniture. The details 
of such manufacturers are given 
in the buyer’s profile section of 
the report. 

The designs of Indian furni¬ 
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ture are quite old. It was revea¬ 
led that a combination of orien¬ 
tal and modern designs in fur¬ 
niture may find a market in 
Norway. Some of the parties 
al3o showed interest for the 
carved furniture from Kashmir, 
and upholstered furniture. The 
design of Indian furniture may 
not be an obstacle for exports 
since most of the Norwegian 
parties will give their own 
models to be manufactured in 
India. During the discussions, 
it was also revealed that the 
furniture made of rose wood, 
oak wood, walnut is commonly 
preferred than teak wood which 
is out of fashion. 

The participation in the spe¬ 
cialised furniture fairs would 
be useful for Indian manu¬ 
facturers. Most of the buyers 
visit trade fairs such as Inter¬ 
national Furniture Fair, 
Cologne, Federal Republic of 
Germany; International Fair 
of Furniture Exhibition, Paris 
and olher exhibitions which are 
held in Sweden and Denmark. 
Some importers would be in¬ 
terested to see typical Indian 
designs when visiting these 
exhibitions. Some of the parties 
mentioned that during their 
visit to Danish Furniture Exhi¬ 
bitions they saw the Indian 
furniture which was on dis¬ 
play. They also contacted 
some of the Indian partici¬ 
pants but the Indian parties 
did not respond favourably. 

FICCI for Price 
Stability 

The Federation of Indian 
Chambers of Commerce and 
Industry (FICCI) has asked the 
chambers of commerce in 
various states to set up vigi/Snce 
committees in cooperation with 
the government departments to 
hold the rise in prices in the 
country. Addressing a news 
conference recently, Mr. B.P. 
Poddar the incoming pr£$i- 
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dent of FlCCt, stated that the 
primary aim of these commit¬ 
tees would be to help foresee 
possible situations and take 
anticipatory measures to check 
rise in prices. 

He pointed out that while the 
only constructive way to pre¬ 
vent any price rise in the coun¬ 
try was by expansion of pro¬ 
duction base which should be 
expeditiously undertaken, other 
supporting measures were also 
called for. The Federation, 
as a part of the two pronged 
strategy to check price rise, 
was in touch with the various 
commodity associations con¬ 
cerned with cement, vanaspati, 
edible oils, sugar and tea and 
ways were being explored to 
ensure regular supplies and 
distribution to keep a check 
on unhealthy practices such as 
hoarding. 

Mr Poddar stated that in the 
last one year the prices had 
risen by 12 per cent but the 
rise was restricted to only a 
few major commodities such 
as cotton, oilseeds, tea and 
drugs. This was mainly due 
to a shortfall in the production 
of agro-based commodities. 
While maintaining that the in¬ 
crease in money supply had 
little to do with the rise in 
prices, Mr Poddar said “money 
supply must be adequate to 
lubricate the economy. Any 
rigid control on money and 
credit can create friction and 
suppress growth.” 

Fertilizer Task Force 

The union ministry of Agri¬ 
culture and Irrigation has set 
up a fourteen-member task 
force to ensure efficient imple¬ 
mentation of the intensive fer¬ 
tilizer promotion campaign 
launched for the next kharif 
and rabi seasons. 

The task force consists of 
senior officials of the agriculture 
and irrigation departments and 


also has on it representatives 
from the Fertilizer Corpora¬ 
tion of India, the Fertiliser 
Association of India, the 
IFFCO and the NCDC 
(National Cooperative Develo¬ 
pment Corporation). 

The group will ensure that 
adequate number of fertilizer 
outlets are opened in each of 
the districts selected for the 
campaign. It will also see that 
the required quantities of ferti¬ 
lizers are stocked at the out¬ 
lets, sort out movement pro¬ 
blems, look into credit arrange¬ 
ments and timely availability 
of seeds, pesticides and weedi- 
cides and strengthen extension 
and farm information and soil 
testing facilities. Another task 
of the group is the ensuring of 
the utilization to the maximum 
of the available irrigation 
potential. 

The group will meet once a 
month to review the imple¬ 
mentation of the programme 
and take necessary action regar¬ 
ding bottlenecks. The centre 
has also suggested that similar 
groups should be set up at the 
state level consisting of senior 
state government officials. 

The intensive fertilizer pro¬ 
motion campaign was launched 
in May last year in 58 selected 
districts in order to boost agri¬ 
cultural production. This 
year, 66 districts have been 
selected in 17 states, namely 
Andhra Pradesh, Assam, Bihar, 
Gujarat, Himachal Pradesh, 
Haryana, Jammu and Kashmir 
Karnataka, Kerala, Mahara¬ 
shtra, Madhya Pradesh, Orissa, 
Punjab, Rajasthan, Tamil 
Nadu, Uttar Pradesh and West 
Bengal. 

Bangla Tea Export 
Duty 

Bangladesh has imposed ex¬ 
port duty on tea at the rate 
of tala one per kg, according 


io recent reports. Simultane¬ 
ously, .in a bid to make teas 
cheaper for internal consump¬ 
tion, it has abolished the excise 
which was taka one per kg. 

Namaa in tin Naws 

Mr Balkrishna Binani, 

Managing Director, Rashtriya 
Metal industries Ltd has 


been elected President of the 
Bombay Metal Exchange Ltd 
for the the year 1977-78. At 
2&, he is the youngest ever 
president of this chamber of 
metal trade and industry in 
India. Mr Jagmohandas 
Gokaldas Shah and Mr Dulerai 
Ratilal Mehta have been elec¬ 
ted vice-presidents. 



MAHABANK 

HELPS 


Bunk of Maharashtra...your bank...con8idorato 
and always helpful to people like you...engag'd 
in one enterprise or the other. 

We offer all the assistance you need, to help 
you make your own fortune...financial aid, 
commercial expertise, management serviceand 
the like. 

Coma to us...at any of our 450 and odd 
branches, spread throughout the country...and 
you are entitled to personalised attention... 
anytime. 

MAHABANK.. .your problem-solver.. .your 
capital a seat...every where. 



bonk of 

rTKihoro/htra 

t177.«udhwar Path, Puna 411002. 
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COMPANY 

AFFAIRS 


Union Carbide 

Union carbide India Ltd, a 
multi-product organisat ion 
with manufacturing activities 
ranging from chemicals to 
shrimp, from plastics to metals 
from the well-known EVERE- 
ADY group of products to 
agricultutal products has main¬ 
tained tts forward thrust in 
every shpere of its operations 
during the year ended Dccem- 
25, 1976. Sales during the year 
pierced the Rs 100-crore bar¬ 
rier, hitting a new peak of 
Rs 104.4 crores. All products 
groups, particularly battery 
products and shrimp exports, 
have contributed to this record 
performance. 

High Exports 

Exports attained an all- 
time high of Rs 4.91 crores, 
and it outstripped by the 
previous year’s fine perfor¬ 
mance by about 162 per cent. 
Export of shrimps at Rs 2.9 
crores more than doubled the 
1975 figure and this was by and 
large due to the addition of 
seven shrimp boats, which were 
gradually phased-in and con¬ 
tinuing high prices for these 
products in the Japanese and 
US markets. 

The company has made con¬ 
siderable progress to increase 
the efficiency and effectiveness 
of its products and processes 
through scientific research and 
development programmes. To 
facilitate its activities, it has 
set up sophisticated and well 
equipped specialised research 
centres at Bhopal and Calcutta. 
The electro-chemical research 
laboratory at Calcutta has al¬ 


ready suceeded in developing 
an improved battery during the 
year and the product has been 
well-received by the market. 

All the units of the com¬ 
pany have maintained produc¬ 
tion at satisfactory levels dur¬ 
ing the year except the polye¬ 
thylene and electrolytic man- 
genese dioxide plants in Bom¬ 
bay which were affected by 
power cuts. 

The company has seen im¬ 
pressive progress in the imple¬ 
mentation of its expansion pro¬ 
grammes. Daring 1976, the 
company acquired seven indi¬ 
genously built shrimp boats. 
Five commenced operations 
during 1976 and the other two 
started operating early this year. 
It is expected that 1977 shrimp 
business should be double the 
1976 performance. Construction 
work on MIC based pesticides 
for agriculture has made good 
progress and the first phase of 
the project is scheduled to be 
completed in the third quarter 
of 1977, Letter of intent for 
expansion of polyethylene to 
20,000 tonnes is expected to be 
converted into an industrial 
licence in early 1977. Fresh pro¬ 
posals have been submitted to 
the government for dilution of 
foreign equity in the company. 

The net profit, after taxation, 
at Rs 5.2 crores was a shade 
higher than Rs 4.9 crores in 
1975. The directors have re¬ 
commended a dividend of 
Rs 1.60 per share absorbing 
Rs 2.95 crores. 

Philips India 

Philps India has reported re¬ 
markable improvements in its 
working results during the year 


ended December 31, l9?6, 
sales, profits and exports all 
being significantly higher than 
in 1975. While sales jumped to 
Rs 720.8 mn from Rs 592.0 
mn, gross profit before tax but 
after charging for depreciation 
and interest short up to Rs 

68.5 mn from Rs 51.1 mn. in 
1975. The profit after provid¬ 
ing for taxation anounted to 
Rs 25.0 mn as compared to Rs 
15.1 mn in 1975. 

Exports during the year went 
up by 36 per cent to Rs 43.1 
mn and it outstripped the pre¬ 
vious year's performance by 
Rs 11.5 mn. It is significant to 
note that the spectacular in¬ 
crease in exports has been 
achieved despite stiff competi¬ 
tion and price cutting in the 
international markets. 

Sales registered an improve¬ 
ment of 21.8 per cent over 
1975. Gross profit as a per¬ 
centage of sales moved up to 

9.5 der cent for 1976 from 8.6 
per cent for 1975. The hand¬ 
some rise in profits is mainly 
due to higher production and 
substantial rise in sales which 
were achieved with a marginal 
increase in expenses. The in¬ 
terest cost during the year was 
also lower at Rs 19.2 mn, 
Rs 1.0 million less than in 1975. 

Dividends 

The directors have proposed 
a final dividend of Rs 0.70 per 
equity share for 1976 amount¬ 
ing to Rs 9.5 mn, which toge¬ 
ther with the interim dividend 
of Rs 0.50 per share declared 
in October 1976, will make to 
gross distribution of Rs. 1.20 
per quity share amounting to 
to Rs 16.3 mn. The gross dis¬ 
tribution for 1975 was Rs 0.95 
per equity share. 

With a view to bringing the 
paid-up share capital in line 
with the capital employed in 
the business, the directors pro¬ 
pose an issue of 3,880,000 


shares of fts 10 each as fully 
paid up bonus shares in the 
ratio of 2 shares for every 7 
shares, out of the share pre¬ 
mium account and general re¬ 
serve, subject to the statutory 
approvals. 

The Reserve Bank of India 
has granted the company’s ap¬ 
plication for carrying on busi¬ 
ness under Section 29 of the 
Foreign Exchange Regulation 
Act. In compliance with the 
Reserve Bank of India’s re¬ 
quirements, N.V. Philips’ 
Gloeilampenfabrieken have 
agreed to dilute their share¬ 
holding to 40 per cent. The 
annual general meeting to ap¬ 
prove the accounts and the pro¬ 
posed dividend will be held 
on June 16, 1977. The regis¬ 
ter of members will be closed 
from June 3, 1977 to June 16, 
1977, both days inclusive. 

Indian Overseas Bank 

For Indian Oversease Bank 
the year 1976 was one of pheno¬ 
menal growth and spectacular 
achievements. It is gratifying 
to note that the bank has ful¬ 
filled itts key budgetary goals in 
all sectors and in many cases 
they were even surpassed. De¬ 
posits and other accounts in 
India and abioad went up by 
42.8 per cent to Rs 469.53 crores 
from Rs 328.74 crores while 
advances improved by 46.3 per 
cent from Rs 224.18 crores to 
Rs 327.88 crores. Deposits of the 
bank in India expanded by 38.1 
per cent from Rs 296.0 crores 
to Rs 408.9 crores while adva¬ 
nces moved up by 43.6 per cent 
from Rs 203.9 crores to Rs 292.7 
crores. Lendings to priority sec¬ 
tors recorded a handsome rise 
of Rs 27.2 crores or 45 per cent 
from Rs. 60.2 crores in 1975 to 
Rs 87.4 crores in 1976. The 
share of priority credit in gross 
credit in India stood at 30 per 
cent at the end of 1976. If food 
credit is excluded its share 
would be 36 per cent as against 
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33 per cent in 1975. As many 
as 1,50,000 additional lending 
accounts covering various prio¬ 
rity categories were brought 
into the bank's fold making a 
total of about 3,42,000 borrowal 
accounts at the end of 1976. 

The bank has also made 
commendable progress in finan¬ 
cing agriculture, small scale 
industries, small business, gene¬ 
ration of employment oppor¬ 
tunities etc. Lendings under 
differential interest rate scheme 
were also substantially stepped 
up. 

In tune with the importance 
accorded for promotion of ex¬ 
ports, the bank's export lend¬ 
ings were stepped up. Total pre- 
shipment and post-shipment 
credit outstandings rose by 42 
per cent from Rs 16.8 crores to 
Rs 23.9 crores. Export turnover 
handled by the Bank in India 
stood at Rs 166 crores in 1976 
against Rs 126 crores in 1975. 
The bank has increasingly par¬ 
ticipated in financing the newer 
export items such as capital 
goods and other engineering 
products, chemicals etc. 

Branch Expansion 

As many as 75 branches were 
opened in India during the year 
a& planned as compared to 65 
in the preceding year, besides 
nine extension counters. Three- 
fourths of the new branches 
cameup in rural and semi- 
urbanarcas. Presently about 60 
per cent of branches function in 
rural and semi-urban areas as 
against 43 per cent on the eve 
of nationalisation, IOB’s first 
all women’s branch was 
opened at Bashcer Bagh in 
Hyderabad early this year. At 
the end of 1976 the bank had 
569 branches and 35 extension 
counters in India. 

Its two regional banks, Puri 
Orgmya Bank in the state 
of Orissa and Pandyan Grama 


Bank, in Tamil Nadu are 
making fine progress. 

The overseas branches of the 
Bank at Hong Kong, Singa¬ 
pore and Colombo acquitted 
themselves creditably during the 
year under review. 

The bank's net profit recor¬ 
ded a sharp rise to Rs. 3.07 
crores from Rs 1.63 crores, regi¬ 
stering an impressive increase 
of 88.3 per cent over 1975. 

The IOB thus once again 
can claim the proud privilege 
and rare distinction of leading 
tht banking system both in the 
rate of growth and profitabi¬ 
lity. 

Goodyear 

The board of directors of 
Goodyear India Limited pro¬ 
pose to recommend for decla¬ 
ration at the forthcoming 
annual general meeting a divi¬ 
dend of Rs 1.00 per equity share 
subject to deduction of tax for 
the year ended December .3 J, 
1976. The board further re¬ 
solved that bonus shares in the 
proportion of two for five shares 
held be issued to those member 
whose names shall appear in the 
register of members on June 
24, 1977, the date scheduled for 
the abovesaid annual general 
meeting, after the payment of 
dividend aforesaid, if approved 
at the meeting. It being under¬ 
stood that the bonus shares so 
issued will not be entitled to 
the dividend in terms of resolu¬ 
tion passed at the annual gene¬ 
ral meeting held on June 28, 
1976, and as approved by the 
Controller of Capital Issues. 

Warner Hindustan 

The year 1976 was a memora¬ 
ble year for Wamer-Hindustan 
Ltd. as its sales crossed the 
Rs 10-crore mairk for the first 
time. The company's sales of. 
pharmaceuticals substantially 
increased, Confectionery sales 


were lower than last year. The 
basic chemical business was 
still passing through a critical 
period. In fact, the production 
of chemicals was lower than 
1975 due to continued availa¬ 
bility of imported Beta and 
Gama Picolines in the open 
market at lower prices. The total 
export sales of the company 
have grown by nine per cent 
over the previous year. 

Pre-tax profits of the company 
have been higher than in 1975. 
Better inventory management, 
good improvement in receiva¬ 
bles position, lower interest 
costs, together with a vigorous 
drive for cost reduction have 
enabled the company to achieve 
significantly good results. 

The company’s liquidity has 
further improved. The company 
placed Rs 22 lakhs in short term 
fixed deposit after completely 
liquidating the short term 
borrowings. This significant 
achievement was made possible 
due to the various steps taken 
during the year to bring about 
reduction in working capital. 

The company had always been 
in the forefront in the discharge 
of its social responsibilities. 

Import Substitution 

The company contributed 
substantially to the saving in 
in foreign exchange by its 
successful implementation of 
import substitution programmes 
by giving technical known-how 
to local manufacturers, besides 
increased earning of foreign ex¬ 
change. The company also en¬ 
couraged the growth of small 
scale industries in and around 
Hyderabad for supply of raw 
materials and other ancillaries. 

To bring the issued, subscri¬ 
bed and paid-up capital in line 
with the actual capital employ¬ 
ed, the board of directors have 
proposed a bonus issue of four 
equity shares for every five held, 


subject to the approval of the 
Controller of Capital Issues and 
also the Reserve Bank of India 
in regard to the allotment and 
issue of these bouns shares to 
non-resident members. 

The trend of sales and profits 
of the company during the first 
four months of the currentyear 
continued to be favourable and 
barring unforeseen circums¬ 
tances the company expects to 
report far more encouraging 
results during 1977. 

Cadbury-Fry (India) 

Cadbury-Fry (India) Pvt 
Ltd is entering the capital 
market with an issue of 8,50,000 
equity shares of Rs 10 each at 
a premium of Re 1 per share 
to the public. The issue is 
expected shortly. Cadbury was 
incorporated in 1948 and is a 
wholly-owned subsidiary of 
Cadbury Schweppes Overseas 
Ltd, UK, and has been carry¬ 
ing on the business of manu¬ 
facture, sale and distribution 
cocoa based and other pro¬ 
ducts including food drinks, 
drinking chocolate, chocolates, 
malt products, etc. The com¬ 
pany has factories at Thana 
and Tnduri in Pune district. 
The company’s growth record 
has been good and profits 
satisfactory. 

Cadbury is diluting its UK 
shareholdings to 60 per cent 
in the first stage as permitted 
by the the Controller of Capi¬ 
tal Issues. The campany has 
also received permission to 
issue bonus shares to the exist¬ 
ing shareholders in the pro¬ 
portion <ff 10.5:1 out of the 
free reserves. The public 
issue which will follow the 
bonus issue will be for a total 
of 9,93,677 equity shares of 
Rs 10 per share at a premium 
of Re 1 per share out of which 
1,43,677 equity shares will 
be issued to directors, friends 
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and employees and the bal¬ 
ance 8,50,000 shares to the 
general public. 

The principal object of the 
issue is to meet the require¬ 
ments of the Foreign Exchange 
Regulation Act, 1973, by re¬ 
ducing the present 100 per 
cent non-resident shareholding 
of equity shares in the capital 
of the company to 60 per cent. 

As a result of this issue and 
the additiohal borrowings that 
it is negotiating, the company 
will, use the funds thus gene¬ 
rated, to finance certain pro¬ 
jects, including an export- 
oriented project for the manu¬ 
facture of a cocoa butter sub¬ 
stitute, and additional working 
capital needs of the ^company. 
The issue of an industrial 
licence foi this project is 
awaited. 

Newt and Notes 

The Indian Shareholder, a 
quarterly journal of the 
Madras Shareholders’ Associa¬ 
tion*, provides the readers 
with materials which are in¬ 
teresting as well as infor¬ 
mative. 

In the article “The capital 
market impasse”, Mr Nara- 
yanaswamy draws the attention 
of the readers to the morbid 
state of ihe capital market and 
also analyses the causes that 
have contributed to it. He has 
appealed to the Finance minis¬ 
ter to revive the capital mar¬ 
ket by providing incentives in 
the next budget. In the article 
“Sick Textile Mills: (Nationa¬ 
lisation) Plight of sharehol¬ 
ders”, Mr S.M.B. Easwaran 
feels there is a strong case for 
a re-examination of the relevant 
provisions ' of the Act and 
pleads for an upward revision 
of the amount fixed as com- 


♦Registered office : 322/323, Linghi 
Chetjy Street, Madras-60001. 


pensation. TV other articles, 
“Revival of Capital Market” 
by Mr Puskarlnl Ghudawala, 
“Recent Amendments to the 
Central Sales Tax Act, 1956” 
by MrK. J. Chandran, “To¬ 
wards more investment” by 
Mr N. Mahalingam and “T. V. 
in the cause of shareholders” 
by Mr C. Harikrishnan are 
equally thought provoking. A 
comprehensive and an incisive 
analysis of the performance 
and prospects of Andhra 
Sugars Ltd, and Madras Rub¬ 
ber Factory Ltd, are given in 
the last section which is devot¬ 
ed exclusively to the “Review 
of Companies.” 

New Issues 

Reed Relays and Electronics 
India Limited, promoted by Mr 
M. N. Mani, an electronic and 
telecommunication engineer, 
has set up a plant at Oggium 
Thoraipakkam Madras, with a 
licensed capacity of 3 million 
Reed switches per annum. The 
cost of the project is Rs 125 
lakhs, financed by loans/depo¬ 
sits to the extent of Rs 80 lakhs 
and a share capital of Rs 45 
lakhs. The Industrial Credit 
& Investment Corporation of 
India Limited, Tamilnadu in¬ 
dustrial & Investment Corpo¬ 
ration Ltd, and State Bank of 
fndia have participated in the 
term loans. 

The Reed switch manufac¬ 
turing facility set up in techni¬ 
cal colloboration with M/s 
Flight Refuelling Limited, one 
of the foremost Reed switch 
manufacturers in UK, incorpo¬ 
rates latest design concept in 
Reed switch manufacturing. 

Apart from the above, the 
company has also established 
coining facility and heat treat¬ 
ment and electronic switch 
testing facility to evaluate the 
final product. 


The company has already 
established a separate research 
and development department 
which will work in close asso¬ 
ciation with R & E depart¬ 
ment, in the UK. Both com¬ 
panies will freely exchange in¬ 
formations for product im¬ 
provement, production equip¬ 
ment and applications. 

Trial production commenced 
in the third week of March 
1977. Commercial production 
is scheduled to start in the 
second week of April 1977. 
The company has received en¬ 
quiries for one million Reed 
switches from local users. The 
company has already received 


enquiries from leading electro¬ 
nic companies in France, West 
Germany, Switzerland and 
England, for these Reed switches 
amounting to 2 million pieces. 
The company is committed to 
government of India to ex¬ 
port 30 per cent of its pro¬ 
duction annually. 

To raise part of the resou¬ 
rces required for the imple¬ 
mentation of the project the 
company is offering to the 
public for subscription 2,40,000 
equity share of Rs 10 each 
and 50,000 (11 per cent cumu¬ 
lative redeemable preference 
shares of Rs 10 each, both 
for cash at par. 


Dividend 

(per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previovs 





year 

year 

Higher Dividend 

Maharashtra Sugar Mills 

Sept. 

30, 1976 

6.0 

3.0 

Hind Development 
Corporation 

Dec. 

31, 1975 

10.0 

7.0 

Premier Construction Co. 

Dec. 

31, 1976 

13.0 

10.0 

Lucky Valley 

Dec. 

31, 1976 

17.5 

9.0 

Tungabhadra Industries 

Sept. 

30, 1976 

15.0 

10.0 

Same Dividend 

Alembic Chemical Works 

Dec. 

31, 1976 

12.0 

12.0 

Alembic Glass Industries 

Dec. 

31, 1976 

10.0 

10.0 

Widia India 

Dec. 

31, 1976 

12.0 

12.0 

Beco Engineering 

Dec. 

31, 1976 

6.0 

6.0 

United Carbon 

Dec. 

31, 1976 

12.0 

12.0 

Sree Meenakshi Mills 

June. 

30, 1976 

Nil 

Nil 

Bajaj Tempo 

Sept. 

30, 1976 

10.0 

10.0 

Reduced Dividend 

Didwana Industrial 
Corporation 

Dec. 

31,1976 

6.0 

10.0 
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Import policy for RECORDS 

1977-78 _Mg_ 

STATISTICS 


The first major economic policy pronouncement of 
the Janata party came on April 27, in the form of a 
considerably liberalised import policy for the current 
financial year. According to the press note issued 
on the occasion, the broad parameters of this year’s 
import policy are: 


(i) Legitimate requirements 
of industry for imported raw 
materials should be met in full. 

(ii) Liberalisation of import 
policy, however, has to be 
balanced against the considera¬ 
tions of protecting legitimate 
interests of indigenous industry. 
It has, therefore, to be ensured 
that interests of indigenous 
industry are adequately safe¬ 
guarded. 

(iii) The liberalised measures, 
in their totality, should lead to 
increase in industrial produc¬ 
tion, help in maintainance of 
price line, particularly with res¬ 
pect to items of mass consump¬ 
tion, and strengthen the produc¬ 
tion base for a vigorous export 
effort. 

(iv) The policy and the 
procedures to implement it 
should be simplified and accent 
should be on prompt and effi¬ 
cient service by Import Trade 
Control organisation and other 
branches of administration to 
trade and industry. 

Free Licensing 

Import policy, both for 
actual users and for registered 
exporters, has been considerably 
liberalised with respect to the 
items that can be imported. A 
number of items of machinery 
and raw materials, which are 
not indigenously available, have 
been placed on open general 
licence and free licensing. In 
addition, a number of items, 


import of which is canalised, 
will be available to actual users 
from the canalising agencies 
under direct allotment scheme. 

The residuary requirements 
of industrial raw material 
will be available to actual 
users under the automatic 
licensing, scheme, which 
has been made more realistic 
by relating it to actual con¬ 
sumption during preceding 
years. In addition, the sup¬ 
plementary licensing facility 
will be available to them 

Notable Feature 

A notable feature of the 
policy is that for small-scale 
sector industries, a growth 
factor of 20 per cent over 
actual consumption in previous 
year bas been allowed under the 
automatic licensing system. 
Further, the time-consuming 
and cumbersome procedure for 
capacity assessment has been 
done away with, and supple¬ 
mentary licensing facility has 
been made available to small- 
scale units also. This supple¬ 
mentary licensing will be done 
on decentralised basis by 
regional licensing authorities 
on the recommendation of the 
Directors of Industries of the 
states concerned, and the orga¬ 
nisation in the regions of the 
Development Commissioner, 
Small-Scale Industries. 

In making this liberalisation, 
care has been taken that inter¬ 


ests of indigenous manufactur¬ 
ers are safeguarded. Items of 
machinery and raw materials 
whbh are available from indi¬ 
genous sources will not be 
allowed to be imported. This 
protection under import trade 
control is in addition to the 
protection available to indi¬ 
genous industry under tariff 
regulations. At the same time, 
it has to be ensured that indige¬ 
nous manufacturers meet the 
requirements of industry, 
whether of capital goods or of 
raw materials, with regard to 
price and quality of their pro¬ 
ducts and delivery schedules, 
in a satisfactory manner. 

As a measure of safeguard of 
the interests of indigenous pro¬ 
ducers, government will keep 
the import policy with respect 
to individual items under cons¬ 
tant review. If at any stage it 
is found that the policy for a 
particular item is having injuri¬ 
ous effect oil the indigenous 
production of that item, imme¬ 
diate carrective measures will 
be taken. 

Constant Review 
Provision has been made 
that manufacturers who wish 
the import policy for a 
particular item to be changed 
or modified, should furnish 
detailed information to govern¬ 
ment in support of their sug¬ 
gestion. Thus, policy for all 
items, whether they are permit¬ 
ted, restricted, or banned for 
import, will be kept under 
constant review, and represen¬ 
tations received from manufac¬ 
turers/actual users for banning/ 
restricting/liberalising the policy 
with respect to individual items 


851 


will be considered as and when 
they are received. 

A radical change has been 
made in the policy for register¬ 
ed exporters; shopping list 
pattern has been done away 
with and registered exporters 
will be able to import, within 
the value of the import reple¬ 
nishments earned by them, all 
items which they need in their 
manufacturing establishments. 
This major reorientation in the 
policy for registered exporters 
should go a Jong way in streng¬ 
thening and diversifying the 
export production base. 

Duty-free Imports 

flic scheme for duty-free 
imports of raw materials and 
components for export produc¬ 
tion has been revamped. The 
export house scheme has been 
thoroughly rcvisel and facili¬ 
ties have been given to mer¬ 
chant exporters who export 
goods manufactured by cottage 
industries and small-scale units. 
Supplies by indigenous manu¬ 
facturers against REP licences 
at negotiated prices would be 
treated as exports, and given 
all benefits which are available 
to exporters under the import 
policy for registered exporters. 

The overall approach, of the 
government is marked by ‘trust 
in trade'. Indicative of this 
approach, the cover of the 
import policy book has been 
ehanged from the usual red 
to green, with a red band. 
It will, thus, no longer be the 
Red Book. This green colour 
of the cover of the policy 
book signifies a liberal app¬ 
roach and the red band is a 
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warning against misntilisation 
of imported material or misuse 
of the liberal import facilities. 

Import yolicy is one of the 
elements of the industrial deve¬ 
lopment policy and program¬ 
mes, and it should subserve 
the latter's over-all ahd broad¬ 
er objectives. This policy and 
the manner of its implimenta- 
tion will help in achieving 
national self-reliance and deve¬ 
lopment of industries with 
special emphasis on small-scale 
sector and backward areas. It 
will promote employment and 
provide opportunities to young 
entrepreneurs, unemployed 
youth and graduates in science 
and technology for innovative 
participation in endeavour to 
develop industries. 

Special Emphasis 

In this policy, therefore, 
special emphasis has been 
placed on provisions relating 
to facilities for small-scale units 
and cottage and village 
industries. 

For protecting and promot¬ 
ing the interests of the indige¬ 
nous industries, government 
will not rely merely on the 
negative aspects of the import 
policy, that is to say, the rest¬ 
rictions and bans on import of 
certain items, but will also pro¬ 
mote purposeful interaction 
between the import trade cont¬ 
rol organisation and other 
agencies of the government, 
such as, DGTD, DC(SSI), 
state governments, etc., with 
a view to promoting indi¬ 
genous manufacturing capabi¬ 
lity in the country, particularly 
of various machinery items, 
spare parts, etc., the import of 
which is allowed at present. 

For this. Commerce ministry 
will, in cooperation with other 
departments of government 
and non-government agencies, 
arrange for dissemination of 
information and giving assis¬ 


tance to intending entrepreneurs 
and exporters. 

Also, a certain number of 
showrooms will be set up in 
the country where technical 
data, specifications and other 
relevant information about 
imported machinery and spares 
will be exhibited so that the 
intending entrepreneurs may be 
able to study them and take 
steps for their manufacture in 
India. It is necessary to add 
this dimension to the import 
substitution efforts of the 
government agencies. Though 
this would not, strictly speak¬ 
ing, be a part of the import 
policy, yet, it is the govern 
ment's intention that imple¬ 
mentation of this policy and 
connected procedures should 
have a positive and construc¬ 
tive orientation so that it be¬ 
comes a catalyst for promo¬ 
tional and developmental acti¬ 
vities of government's various 
agencies. 

Import policy has also been 
liberalised with respect to a 
wide range of items needed by 
general public, and for support¬ 
ing government's anti-smuggl¬ 
ing measures. Thus, provisions 
for import of books on scienti¬ 
fic, technical and specialised 
subjects, requirements of re¬ 
search and development units, 
anti-cancer and life-saving 
drugs, medicines, requirements 
of medical practitioners and 
hospitals, materials required by 
artists, watch parts, dry fruits, 
cloves, cinnamon, etc., have 
been considerably liberalised. 

Procedural Simplification 

Government is keen that 
procedures for dealing with 
applications and issue of licenc¬ 
es should be made simple, and 
time-limits should be prescribed 
for disposal of different cate¬ 
gories of applications. This 
will make the functioning of 
the department clearer, more 


honest, efficient and result- 
oriented. Several steps have 
been taken to achieve this 
objective. 

One measure in this direction 
that has been taken is to do 
away with the requirement of 
quoting IVC number in import 
applications. This was a con¬ 
tributory cause for delay in 
disposal of applications. In its 
place, applicants will be re¬ 
quired to give simple declara- 
. tions about their having filed 
income-tax returns and paid 
income-tax dues. 

Automatic Licences 

The system of grant of auto¬ 
matic licences for raw materials 
and components has been made 
simpler so that licences can be 
granted within a short time. 
The form of consumption certi¬ 
ficate has been simplified and 
the requirement of reference to 
sponsoring authorities for 
endorsing additional raw mate¬ 
rial items on the licence, pro¬ 
vided their import is permis¬ 
sible under the policy, has been 
done away with. Now, within 
the ovesall value of the auto¬ 
matic licence to which a unit 
is entitled, it will be able to get 
any raw material items if its 
import is permissible, even if 
it was not endorsed on the 
licence for the previous year. 
This facility will, however, be 
subject to the condition that 
the raw material in question is 
needed for production in the 
applicant's manufacturing esta¬ 
blishment. 

Several licensing functions 
which were earlier handled at 
the headquarters, have been 
decentralised. Small-scale sec¬ 
tor, units will be able to get 
supplementary licences from 
the regional licensing authori¬ 
ties. The power of the regio¬ 
nal licensing authorities for 
grant of capital goods licences, 
both for large and small-scale 
units, have also been enhanced. 


Similarly, several measures 
have been taken which would 
speed up the issue of import 
licences under the import policy 
for registered exporters. 

The abolition of the shop¬ 
ping list by itself is a major 
procedural simplification. It 
will cut down delays not only 
in the scrutiny of applications 
and in the requests for endorse¬ 
ment of new items but also in 
the preparation and typing of 
licences. 

Consequent upon the aboli¬ 
tion of the shopping list, it has 
also been possible to re-group 
the export products into 
broader categories. This will 
lead to quicker disposal of 
applications. 

Import Applications 

The simplified procedure for 
processing of import applica¬ 
tions, which has been in force 
for some years, has been made 
simpler. It will now be possible 
for the licensing authorities to 
issue licences speedily and hand 
over the same across the 
counter. Under the new simp¬ 
lified procedure, the exporter 
will be required to furnish to 
the licensing authority, at the 
beginning of the licensing 
period, all information of a 
standing nature such as regis¬ 
tration pumber with the export 
promotion council, the consti¬ 
tution of its firm etc. The idea 
is that this type of information 
need not have to be repeated 
by the exporter in his indivi¬ 
dual claim applications. On 
the basis of such information, 
the exporter will be enrolled 
by the licensing authority and 
enrolment number will be given 
to him. Thereafter, the expor¬ 
ter will be allowed to apply for 
REP benefits on a monthly or 
quarterly basis. The enrol¬ 
ment number will be quoted 
at the top of the application. 
The licensing authority will 
issue the Horace for the value 
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claimed by the exporter with¬ 
out scrutiny of export docu¬ 
ments. After the licence has 
been given, the documents will 
be scrutinised. The difference, 
if any, between the amount of 
the licence given and the 
amount actually found due on 
detailed scrutiny will be adjust¬ 
ed against pending and future 
claims of the exporter. This 
scheme will be applicable to 
those exporters who have been 
in the export held for at least 
one year, including the preced¬ 
ing year. 

In respect of canalised items, 
the licensing authority used 
to issue import licences in the 
name of canalising agency and 
letters of authority in favour of 
individual exporters. This sys¬ 
tem of issuing letters of autho¬ 
rity has been dispensed with. 
Now there will be a single 
licence covering both canalised 
and non-canalised items. This 
will also help in quicker dis¬ 
posal of applications. 

Actual Users and 
Established Importers 

Open General Licence: Im¬ 
port of leather machinery, 
garment-making machinery 
and a large number of drugs 
and medicines, chemical items, 
electronic items, anti-cancer 
and life-saving drugs, iron and 
steel items, technical and scien¬ 
tific books etc have been plac¬ 
ed under open general licence. 

Free Licensing: A large 
number of items such as, spare 
parts of imported machinery, 
certain machinery items which 
are not available from indi¬ 
genous sources, polynosic/ 
viscose fibre, polyester fibre/ 
tow, edible oils, watch parts, 
dry fruits, cloves, cinnamon, 
nutmegs etc, have been placed 
under free licensing whereby 
applications can be madedirecty 
to the licensing authority con¬ 
cerned for grant of licences. 


Automatic Licensing and 
Licensing of Individual Items: 
During the current year, a 
uniformly liberal treatment in 
the matter of import licensing 
will be accorded to all indus¬ 
tries, irrespective of the fact 
whether they are classed as 
select or non-select. This has 
been done having regard to 
the fact that a number of 
industries producing articles of 
mass consumption are in the 
non-select sector. Also, govern¬ 
ment’s objective is that legiti¬ 
mate requirements of imported 
raw materials of all industries 
should be met in full. The 
system of automatic licensing 
introduced during 1975-76 is 
being continued with a more 
liberal approach inasmuch as 
automatic licences will be gran¬ 
ted on the basis of actual con¬ 
sumption of imported raw 
materials without comparing 
such consumption with the 
value of licences issued during 
the previous year. A unit will 
have the option to claim auto¬ 
matic licences on the basis of 
consumtion either during the 
period April 1976—March 1977 
or April 1975—March 1976. 

This facility of choosing 
any one of the two years has 
been given to take care of any 
cases where a unit might have 
had no consumption for rea¬ 
sons beyond its control. Auto¬ 
matic licess will be granted on 
the same modes of financing 
and for the same items as were 
covered by the licences issued 
for the previous licencing 
period. However, items which 
are not permissible during 
1977-78 and those which will 
now be available directly from 
the canalising agency without 
release orders or items which 
are available under open gene¬ 
ral licence or free licensing will 
be excluded from the automatic 
licences. 

A notable measure of liber¬ 


alisation and procedural simp¬ 
lification which has been intro¬ 
duced in the automatic licens¬ 
ing system is that a unit will 
also have the option to ask for 
any new items not covered by 
the previous set of licences, 
provided such items are permis¬ 
sible to actual users during the 
current period . Such new items 
will be endorsed on the licences 
on a request made by the 
actual users directly to the 
licensing authority on furnish¬ 
ing a declaration that the item 
is required for the manufacture 
of the end-product for which he 
is licensed, registered or which 
he is otherwise entitled to pro¬ 
duce. In other words, it is not 
necessary to ask for new items 
through the sponsoring autho¬ 
rity concerned, as hitherto. 

Supplementary Licensing: A 
unit can also ask for a supple¬ 
mentary licence over and 
above the value of automatic 
licences obtained if the require¬ 
ment of imported raw material 
is more than what it can obtain 
on the automatic licence. In 
the case of DGTD units, such 
requests will be considered on 
the recommendation of the 
DGTD. For small scale units, 
supplementary licencies will be 
granted on the recommenda¬ 
tion of the sponsoring autho¬ 
rity concerned, i.e. Slate Direc¬ 
tor of Industries, etc. 

Import of Iron and Steel 

Items: A major procedural 
change has been introduced for 
import of iron and steel items. 
As in the case of non-steel 
items, a large number of items 
has been placed under open 
general licence or under the 
direct allotment scheme 
through the canalising agency 
concerned, namely, SATL 
International Limited. In res¬ 
pect of other items not covered 
by open general licence or 
under the direct allotment 
scheme and which are allowed 


100 per cent import, licences 
will be granted on the basis of 
consumption of imported iron 
and steel items. In respect of 
items which are produced 
mainly by the integrated steel 
plants or other indigenous pro¬ 
ducers, the actual users will 
register their 12 months’ 
requirements with the Steel 
Authority of India or Iron and 
Steel Controller, as the case 
may be. These authorities will 
allocate raw materials through 
the indigenous sources as per 
the delivery programme indi¬ 
cated by the actual users. To 
the extent the requirements 
cannot be met from the indi¬ 
genous sources, these autho¬ 
rities will recommend import 
licences in respect of non-cana- 
lised items or arrange imports 
through the canalising agency, 
namely, SAIL International in 
respect of canalised items. 

Phased Schedule 

Steel Authority of India or 
the Iron and Steel Controller 
will not only advise the actual 
users about the indigenous 
source of procurement within 
a period of 30 days from the 
date of registration but also 
ensure actual delivery of the 
material to the actual users 
according to the phased pro¬ 
gramme of delivery indicated 
by them. If an actual user 
requires an item which is not 
covered by Appendix 41 of the 
1TC Policy Book (Volume I) 
containing the import policy of 
iron and steel items, he should 
approach the department of 
Steel who will scrutinise such 
requests and recommend grant 
of licence, if nenessary, to the 
licensing authority within a 
period of 30 days from the date 
of request of the actual user to 
that department. 

Small Scale Units: Units in the 
small-scale sector will be eligi¬ 
ble for the same facilities for 
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automatic licences and supple¬ 
mentary licences as applicable 
to DGTD units. However, 
as a measure of further libera¬ 
lisation of policy for this sec¬ 
tor, an increase of 20 per cent 
will be made on their entitle¬ 
ment for imported raw mate¬ 
rials and components. If the 
small scale units require raw 
materals o'ver and above the 
automatic licensing scheme, 
these units will have to ap¬ 
proach the sponsoring autho¬ 
rity i.e .> State Director of In¬ 
dustries, etc., who will recom¬ 
mend to the liceusing authority 
concerned for grant of sup¬ 
plementary licences, after tak¬ 
ing into account the value of 
automatic licences obtained 
by the units. Thus, in the mat¬ 
ter of grant of supplementary 
licences, small-scale units have 
been brought at par with 
DGTD units and the cum¬ 
bersome procedure of assess¬ 
ment of capacity which was 
causing considerable delay, has 
been dispensed with. In other 
words, supplementary licensing 
facility will replace the capa¬ 
city assessment procedure and 
also the supplementary licens¬ 
ing has been decentralised. 

Repeat Basis 

Small-scale units can also 
claim licences on repeat basis 
without reference to consump¬ 
tion if the value of their pre¬ 
vious hcence is upto Rs 50,000. 

The mode of financing for 
grant of import licences to the 
small-scale units has also been 
substantially liberalised. They 
will now be able to get licences 
up to Rs 50,(XX) under free 
foreign exchange. In respect 
of value exceeding Rs 50,000, 
licences will be granted 70 per 
cent under free foreign ex¬ 
change and 30 per cent under 
UK Credit. However, if any 
unit wants a licence under 
rupee payment area, it can be 
granted such a licence for the 


value asjcec for within the over¬ 
all entitlement. All units ex¬ 
porting 20 per cent or more of 
their production will be grant¬ 
ed licences entirely against 
free foreign exchange. 

New units in the small-scale 
sector can obtain licences on 
the basis of 100 per cent of the 
value of installed machinery. 
The minimum value limit has 
been increased from Rs 10,000 
to Rs 20,000 and the maximum 
will be Rs 3 lakhs for all 
iudustries. In the case of new/ 
proposed units, licences will be 
granted to cover 12 months' 
requirements as against six 
months’ requirements at 
present. 

Special Facilities to SSI Units 
in Backward Areas: The scheme 
to provide special facilities to 
industrial units set up in back¬ 
ward areas and those set up by 
ex-service personnel, scheduled 
caste and scheduled tribes, 
young entrepreneurs, unemploy¬ 
ed youth and graduates in 
science and technology has 
been further enlarged. They 
will be eligible for grant of 
licences at 100 per cent of the 
value of machinery subject to a 
minimum of Rs 30,000 and 
maximum of Rs 4 lakhs. 
The entire value of the licences 
will be granted under free 
foreign exchange instead of 75 
per cent under free foreign ex¬ 
change and 25 per cent under 
UK credit, as at present. 

Import of Spare Parts : 

Import of permissible spares 
meant for maintenance of im¬ 
ported machinery or imported 
parts of indigenous machinery 
will be allowed under free licen¬ 
sing scheme to all actual users 
duly registered with the 
DGTD or the State Direc¬ 
tor of Industries or other spon¬ 
soring authorities concerned. 
The system of open general 
licence has been changed to 
free licensing for import of 


spare parts not only for func 
tional facility but also for 
proper monitoring of licensing 
and credit utilisation. The 
term “permissible spare parts” 
will include all spare parts ex¬ 
cept those which are specifically 
shown as non-permissible in 
the import policy for actual 
users as given in section II of 
Volume I of the Import Trade 
Control Policy for April 1977— 
March 1978. 

Non-permissible Spares 

Import of non-permissible 
spare parts will be allowed on 
the basis of one per cent of 
the value of imported machi 
nery, subject to the condition 
that import of a single item of 
non-permissible spare should 
not exceed Rs 50,000. Further, 
non-permissible spares can 
also be imported up to 10 per 
cent of the value of raw mate¬ 
rial licences including those 
issued under the registered ex¬ 
porters policy. The clearance 
of spare parts imports through 
customs may be obtained on 
the basis of a declaration to 
be given by the firm to the cus¬ 
toms authorities confirming 
that the items imported are 
spare parts and are required 
for maintenance of machinery 
installed in his factory. 

The present facility for grant 
of emergency spares will conti¬ 
nue. Large as well as small 
scale units can obtain licence 
for emergency spare parts for 
the value of Rs 40,000 and 
Rs 20,000 respectively, in a 
year. 

Import of Non-permissible 
Items: Import of non-permis¬ 
sible items will be allowed at 
10 pej cent of the value of 
licences for raw materials and 
components, subject to certain 
conditions laid down in the 
import policy. 

Import of Restricted Items: 
The policy for import of rest¬ 


ricted items has been simplified. 
All restricted items will be 
allowed at 20 per cent of the 
value of 1 icences without any 
upper monetary limit, except a 
very few restricted electronic 
items which will be allowed to 
the extent indcated against such 
items. 

Import of Individual Items: 

The import of a number of 
items which was hitherto res¬ 
tricted has been liberalised and 
a few items for which there 
was no provision for import 
earlier will also be permitted to 
be imported. 

Research and Development 
Facilities: All recognised re¬ 
search and development units 
will be eligible to import their 
requirements of raw materials, 
components, instruments, equip¬ 
ment and canalised items 
etc., for research and develop¬ 
ment purposes without a 
licence up to Rs 5 lakhs per 
annum as against one lakh of 
rupees at present. For value 
in excess of this amount, they 
should approach the licensing 
authority for an import licence 
through the department of 
Science ond Technology. 

Medical Requirements of 
Hospitals: Provisions for im¬ 
port of medical requirements by 
individuals, medical practi- 
ners, hospitals etc. have been 
considerably liberalised. 

Canalisation of Imports: The 
scheme for direct allotment of 
canalised items without release 
orders introduced during 1976- 
77 has been enlarged. Almost 
all canalised items will be allot¬ 
ted directly to the actual users 
without release orders. The 
actual users can make a direct 
application to the canalising 
agency concerned for their 12 
months’ requirements. A 
monitoring committee will 
keep a watch on the quality of 
service rendered bv the cana¬ 
lising agencies under the direct 
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allotment scheme. The cana¬ 
lising agencies would respond 
within 45 days whether they 
will be in a position to arrange 
the supply of required material 
within a period of six months 
or according to the phased 
programme of delivery indi¬ 
cated by the actual users, 
whichever is later. The liabi¬ 
lity of the canalising agency for 
supply of the material will 
arise only if satisfactory finan¬ 
cial arrangements are made by 
the actual users with the cana¬ 
lising agency. 

Established Importers : The 
quota for established importers 
has been raised in respect of a 
large number of items. The 
minimum value of licences 
for established importers has 
also been raised from Rs 1,500 
to Rs 5,000. A provision has 
atso been made that newcomers 
in respect of certain items like 
dental materials, scientific and 
surgical instruments, parts of 
watches, etc, will be granted 
licences on the basis of pur¬ 
chase / sale turnover of 
Rs 50,000 or more in any of 
the past three financial years, 
subject to a minimum of 
Rs 5,000 and a maximum of 
Rs 10,000. 

Capital Goods: Apart from 
placing leather machinery and 
garment making machinery 
under open general licence, a 
large number of machinery and 
machine tools which are not 
available from indigenovs sour¬ 
ces have been placed under free 
licensing. Actual users can 
apply for grant of licences to 
the licensing authority con¬ 
cerned, by furnishing a decla¬ 
ration that with import of the 
machinery they will not exceed 
their licensed/authorised capa¬ 
city. Of course, they will have 
to produce an industrial 
licence/registration certificate, 
as the case may be, at the time 
of making the application. 


Powers of licensing by the 
regional licensing authorities 
have been enhanced. Now 
applications for capital goods 
by large and small-scale units 
may be made to the regional 
licensing authorities, provided 
the value of such licences does 
not exceed Rs 50,000 from 
general currency area or one 
lakh of rupees from UK/rupee 
area. The regional licensing 
authorities will grant licences 
on the recommendation of the 
sponsoring authority con¬ 
cerned. 

Export Obligation: Though 
the system of compulsory 
export obligation applicable to 
certain industries has been dis¬ 
pensed with government 
reserves the right to require 
any industry which uses impor¬ 
ted machinery or imported 
inputs to show certain export 
obligation for a period of time 
and its failure in doing so, will 
render it liable to action under 
the import trade control regu¬ 
lations. 

Import of Drawings and 

Designs: All scheduled indus¬ 
tries in the first schedule to the 
Industries (Development and 
Regulation) Act, 1951, will be 
allowed the facility for import 
of drawings and designs subject 
to the following conditions: 

(i) Import will be allowed 
only once in a licensing period; 
and 

(ii) The value of such draw¬ 
ings and designs should not 
exceed Rs 10 lakhs. 

Applications for import of 
drawings and designs by indus¬ 
trial undertakings may be made 
in the prescribed form to the 
Secretariat of Industrial Appro¬ 
vals, department of Industrial 
Development, New Delhi, who 
will process the applications 
and issue necessary letter of 
approval within a period of 
one month from the date of 


receipt of tbe application. 
Import of drawings and designs 
by industrial undertakings will 
be allowed by the customs 
authorities on the production 
of “approval letter” from the 
Secretariat of Industrial Appro¬ 
vals, without any import 
licence. The banks who are 
authorised to deal in foreign 
exchange will allow remittance 
on the basis of such an appro¬ 
val letter.. 

Revision of 1TC Classifica¬ 
tion: With effect from April 
1, 1977, revised ITC classifica¬ 
tion has been introduced. The 
pattern of entries in section 11 
of the Import Trade Policy 
Book (Vol I) is, therefore, in 
accordance with the revised 
ITC schedule. This revised ITC 
classification is based on BTN 
classification. There is also a 
separate appendix in volume I 
of the 'Import Trade Control 
Policy book in which all the 
BTN entries have been repro¬ 
duced for the guidance of the 
trade and industry. This will 
facilitate in finding out the 
classification of different items 
under the revised ITC 
schedule. 

Income - tax Verification 
Number: The system of pro¬ 
duction of income-tax verifica¬ 
tion number has been dispensed 
with and in lieu a mere decla¬ 
ration from the applicant that 
he has filed income-tax returns 
and paid taxes due, will be 
accepted. 

Monitoring Committee: In 
view of the major changes 
introduced in respect of allot¬ 
ment of all canalised items 
directly to the actual users and 
to ensure smooth working of 
the system, there will be a 
monitoring committee under 
the chairmanship of Chief Con¬ 
troller of Imports and Exports, 
New Delhi, in which represen¬ 
tatives of various departments 


concerned and also the canalis¬ 
ing agencies would be asso¬ 
ciated. A number of items 
which have been placed under 
the direct allotment scheme 
are also available from the 
indigenous sources. There is 
need to co-ordinating supplies 
from indigenous sources with 
supplies of imported items by 
the canalising agencies. The 
objective will be that no sector 
of industry experiences short¬ 
age in the matter of supply of 
these inputs. 

The monitoring committee 
will keep itself informed 
of the programme of imports 
of the items in question by 
canalising agencies and give 
them such advice as may be 
necessary from time to time. 
The monitoring committee will 
review and give directions 
about the manner and distri¬ 
bution of imported raw 
materials under the scheme and 
give such advice on related 
matters as may be necessary 
for successful working of the 
scheme. 

In order to enable the 
monitoring committee to per¬ 
form these functions, there will 
be a separate cell in the office 
of the Chief Controller of 
Imports and Exports, New 
Delhi to service this committee. 
AH actual users can approach 
the Chief Controller ol'Jmports 
and Exports (Monitoring Com¬ 
mittee Cell) if they face any 
problem in regard to the items 
to be allotted directly by the 
canalising agency to the actual 
users. 

Registered Exporters 

Import policy for registered 
exporters has been completely 
re-oriented in order to streng¬ 
then export production base 
and to give an impetus to ex¬ 
port effort. 

Hitherto, the import policy 
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Used to have lists of raw 
materials and components 
allowed for import with respect 
to different export products. 
Exporters could import these 
items, within the value of the 
import replenishment entitle¬ 
ments earned by them, by ex¬ 
porting those products. This 
list of import materials was 
commonly known as “shop¬ 
ping list”. In the new policy, 
there will be no such shopping 
list. The exporter will be able 
to import raw materials, com¬ 
ponents, consumable stores 
and packing materials required 
for use in his manufacturing 
establishment. The import will 
be allowed subject to “actual 
user” condition which means 
that the importer shall be 
required to use the imported 
materials only in his factory 
for export production. He will 
not be able to sell the imported 
materials or to use them in 
any other manner. 

Policy Advantages 

The advantage of this 
policy will be that while 
the exporter will, on the 
one hand, be able to obtain 
tradeable inputs at inter¬ 
national price, he would, on 
the other hand, be able to 
diversify and improve upon 
the quality of his production 
for further export effort. This 
will not only improve the 
quality of Indian products but 
will also make Indian products 
more competitive in inter¬ 
national markets. 

While giving the facility to 
the exporters to import their 
requirements at international 
price, government has also 
kept in view the need to safe¬ 
guard legitimate interest of 
indigenous industry. This has 
been done by imposing certain 
restrictions on ’imports. These 
restrictions are the following: 

(i) A list of banned items has 


been incorpqrated in the policy. 
This list is in two parts. Part 
1 of the list contains items 
which would be allowed for 
import for a total value not 
exceeding 10 per cent of the 
value of the licence and within 
this limit the import of a single 
item will not exceed one lakh 
of rupees in value. Part II of 
the list contains items which 
will not be allowed to be 
imported against import re¬ 
plenishment licences. 

(ii) items which are permis¬ 
sible for import to actual users 
on a restricted basis will also 
likewise be restricted for import 
against import replenishment 
licences to the extent of 20 per 
cent of the value of the licence 
with a further restriction that 
import of a single item shall 
not exceed two lakhs of rupees 
in value. 

(iii) An export-linked import 
list of items has been incor¬ 
porated in the policy. This 
list contains certain raw 
materials and components and 
against each of them certain 
export products have been 
specified. The import of the 
items in this list will be allowed 
only against exports of specified 
products and to the extent in¬ 
dicated in the list. 

The intention of placing the 
above restrictions is to give the 
desired protection to the indi¬ 
genous industry, keeping in 
view at the same time the need 
for meeting the requirements 
for export production. 

Indigenous Industry 

In the normal course, if an 
indigenous materia] compares 
well with a foreign material 
in the matter of price, quality 
and availability, the exporters 
will obviously prefer to pur¬ 
chase that material from the 
domestic market, the reason 
being that the import licence 


which an expotter would get 
against his exports would be 
of a limited amount within 
which the exporter will have 
to meet his entire import re¬ 
quirements. The limited value 
of the import replenishment 
licence will by itself work as a 
restraint on unnecessary 
imports. 

Supply of Indigenous Mate¬ 
rials for Export Production: 
The indigenous industry will 
also get due protection from 
the scheme of supplies of indi¬ 
genous materials for export 
production. Under this scheme, 
a provision has been made 
whereby the exporters who are 
all owed to import raw 
materials and components from 
abroad against their exports 
will instead be permitted to 
buy the same material from 
indigenous producers, provided 
the indigenous producer is 
willing to sell the goods at a 
negotiated price and the 
licence-holder is willing to pur¬ 
chase the same goods from the 
indigenous producer. In such 
cases, the indigenous producer 
will be treated as if he had 
exported that material and such 
supplies will be treated as ex¬ 
ports for import replenish¬ 
ment, discharge cf export obli¬ 
gation, if any, imposed on the 
indigenous producer, grant of 
export house certificate and 
for other benefits available 
to export-oriented units under 
the import policy for actual 
users. 

Merchant Exporters Helping 
Small and Cottage Industry 
Sector: A facility has also been 
given to those merchant-ex- 
porters who have no factories 
of their own but who export 
products made in the small 
scale and the cottage industry 
sectors. These merchant- 
exporters will be allowed to 
import any raw materials and 


component required for the 
manufacture of the product 
exported. It will be open to 
them to use the imported 
materials for further export 
production on their own 
account or to dispose of the 
same to actual users from 
whom they procure manu¬ 
factured goods for export. This 
facility will remove a genuine 
difficulty which small merchant- 
exporters were facing hitherto 
in the utilisation of the 
materials imported by them. 
They had neither their own 
factories nor they were allowed 
to sell to other actual users. 

Over-all Limits 

Similarly, a greater advantage 
has been given to those manu¬ 
facturers who manufacture 
products for export but their 
exports are routed through 
others. Such manufacturers, if 
they are nominated by the 
exporter to receive the import 
replenishment against the 
exports made, will have the 
same facilities in the import of 
raw materials and components 
which a manufacturer would 
have if he had exported the 
product himself. There will of 
course continue to be the over¬ 
all value limits upto which such 
manufacturers could acquire 
nominations. This is with a 
view to minimising the possi¬ 
bilities of abuse of the facility 
of nominations. 

Nominations: The scope for 
the exporters to nominate other 
manufacturers for obtaining 
import replenishment licences 
has also been widened. Pre¬ 
viously, nominations could 
generally be made in favour of 
manufacturer of a product 
falling in the same product 
group to which exported pro¬ 
duct belonged, as for example, 
engineering product group, 
chemicals product group etc. In 
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the new policy, nominations 
will be allowed in favour of any 
manufacturer. 

The advantage of this libera¬ 
lisation will be that the 
industry as a whole will be 
able to make use of the 
export earnings in meeting 
their legitimate requirements in 
respect of raw materials and 
components. Secondly, it will 
also help the exporter to make 
a more diversified use of his 
export entitlements thereby 
adding to his capability to 
t export more. Thirdly, the 
new provision for nominations 
will lead to the much desired 
simplification of procedure in 
the sense that the licensing 
authorities will be able to com¬ 
plete the scrutiny of nomina¬ 
tion papers and issue the 
import licences more speedily 
than before. 

Duty Exemption Scheme for 
Advance Licences: Last year, 
a scheme for exemption of 
customs duty leviable on 
materials imported against 
advance licences was introduc¬ 
ed. It was- found that many 
exporters were not able to take 
advantage of the scheme for 
various reasons. In the light 
of the experience gained, the 
rscheme has been revised. The 
new import policy contains the 
revised scheme. The salient 
changes that have been made 
in the scheme are indicated 
below: 

(a) The list of items allowed 
for import under the scheme 
has been expanded. This has 
been done to enable the drugs 
industry, dyestuff industry and 
the plastics industry to make 
greater use of the scheme in 
importing items duty-free when 
required for export production. 
There was a persistent demand 
from the exporters for expan¬ 
sion of the list of items covered 
by the scheme. The question 

EASTERN ECONOMIST 


of including some more items 
will also be considered. 

(b) It will not be necessary 
for the exporter to wait for the 
import of raw materials and 
components against the duty 
exemption advance licence and 
then start making exports to 
execute the export order. He 
will be able to commence 
manufacture of products by 
using his in stock raw materials 
etc. As soon as the exporter 
gets the duty exemption certifi¬ 
cate from the department of 
Revenue, he would be permit 
ted to start his exports. 
Exports made from the date of 
issue of the duty exemption 
entitlement certificate will be 
taken into account for the dis¬ 
charge of export obligation. 
This facility will enable the 
exporters to keep up their 
delivery schedule. 

(c) Another change that has 
been made in the policy to 
enable exporters to keep up 
their delivery schedule is that 
applications for advance 
licences under the duty exemp¬ 
tion scheme will be considered 
even in those cases where the 
exporter does not have an 
export order at the time of 
applying for the licence, pro¬ 
vided he is in a position to 
quantify the items to be 
imported and the endproducts 
to be exported. • 

Export Obligation 

(d) There will be a single 
bond which the exporter will 
have to execute for the dis¬ 
charge of the export obligation 
and also for the payment of 
customs duty in the event of 
his failure to discharge the 
export obligation. 

(e) In order to speed up the 
issue of licences under the duty 
exemption scheme, the certifi¬ 
cate of requirements of imports 
once given by the chartered 


engineer 
particular case will be accepted 
for considering similar appli¬ 
cations of the same exporter 
without such exporter having 
to produce a fresh certification 
of the chartered engineer and 
the DGTD. 

Import of Canalised Items 
Against REP Licences: The 
facility of direct import of 
canalised items against REP 
licences will continue. Also, as 
a measure of procedural simpli¬ 
fication, the system of issuing 
licences in the name of canalis¬ 
ing agency with letters of 
authority to the importer has 
been discontinued. Under the 
new policy, the REP licence 
will be valid for direct import 
of canalised items like other 
items. 

Import of Machinery Against 
REP En+itlements: The facility 
to import machinery, equip¬ 
ment, tools and instruments 
against REP licences will 
continue. As a measure of 
procedural simplification and 
with a view to helping the 
industry, a provision has been 
made that imports of jigs, tools, 
equipment for packing and tag¬ 
ging and testing equipment 
against REP licences for a 
value not exceeding Rs 1.0 lakh 
in the case of large scale units 
and Rs 50,000 in the case of 
small scale units will not 
require any prior recommenda¬ 
tion of the sponsoring autho¬ 
rity or indigenous clearance of 
the DGTD. 

A provision has also been 
made that manufacturer- 
exporters whose export 
products do not ordinarily 
qualify for import replenish¬ 
ment, will also be allowed to 
import jigs, tools, equipment 
for packing and tagging and 
testing instruments for a value 
not exceeding 10 per cent of 
the fob value of their exports 


to a maximum of 
Rs 50,000 in a year. 

Registration of Export Con¬ 
tracts: The facilities regarding 
protection of the levels of 
export assistance available to 
exporters who register their 
export contracts with the banks 
will continue. This facility is 
equally applicable to contracts 
for supplies made in India 
against IBRD/IDA aided pro¬ 
jects. Representations were 
received that these facilities 
should also be available to 
those Indian exporters who are 
only sub-contractors in IBRD/ 
IDA projects in India and 
where the main contractor 
happened to be a foreign party. 
This suggestion has been 
accepted and necessary provi¬ 
sion has been made in the new 
policy. 

Free Trade Zones: Import 
of (i) machinery, (ii) raw 
materials, (iii) components, (iv) 
spare parts of machinery, (v) 
consumables, (vi) tools, jigs , 
gauges and fixtures, (vii) tech¬ 
nical and trade samples for a 
value upto Rs 10,000 in a year, 
and (viii) packaging materials, 
into free trade zones at New 
Kandla and Santa Cruz have 
been placed on open general 
licence. The units in these 
zones will not, therefore, need 
any licence to import these 
goods. This facility will be 
subject to the condition that 
the goods imported under open 
general licence will be used in 
the licence-holder’s factory in 
the free trade zone for export 
production. 

If a unit located in a free 
trade zone purchases goods 
from domestic tariff area 
instead of importing from 
abroad, such transactions will 
be treated as exports from 
India. The supplier in the 
domestic tariff area will be 
eligible for import replenish- 
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ment licence and certain oth?T* 3iai$ ‘ *oMlxport obligation criterion to decide the eligibi- other exported in the matter 
benefits on such supplies. imposed on export houses and lity of an exporter to become of importing banned and res- 


Export Houses: The scheme 
pertaining to export houses 
has been revised so as to make 
it simpler in actual operation 
and more conducive to the ful¬ 
filment of the objectives under 
lying the scheme. The mini¬ 
mum export performance for 
the grant of export house 
certificate has been increased 
from Rs 50 lakhs to Rs 100 
lakhs in respect of select ex¬ 
port products and from Rs 3 
crores to Rs 5 crorcs in the 
case of other products. The 
intention is that export house 
facilities should be given to 
those exporters who have a 
substantia] export perfor¬ 
mance. 

Exports of Small-scale Sector 
and Cottage and Village Indus¬ 
tries: The interests of the small- 
scale sector have been duly 
kept in view and the increase 
in the minimum limit of export 
performance as mentioned 
above will not apply to small 
scale manufacturers and con¬ 
sortium of small-scale units. In 
their case, the limit of Rs 25 
lakhs in respect of select ex¬ 
port products and Rs 2 crores 
in respect of other products 
will be continue unchanged. 

Boost to Small Units 

Further, in order to help the 
small-scale sector, a provision 
has also been made that export 
houses who export products 
made by small-scale units will 
be given a greater wcjghtagc 
as compared to their exports 
of other products. The value 
of exports made by an export 
house in respect of SSI pro¬ 
ducts will be taken at double 
of the actual value for the 
purpose of counting the ex¬ 
ports for the grant of export 
house certificate, initial and 
supplementary initial licences 
to export houses, for the dis- 


for determining the ceiling 
for acquisition of REP licences 
by export houses. This encou¬ 
ragement to export hofises 
will provide the necessary 
incentive to promote exports 
of products manufactured in 
the small scale sector. 

New Consortium 

As mentioned above, a 
consortium of small-scale units 
is recognised as an export 
house if the total exports of 
its member-units is of the or¬ 
der of Rs 25 lakhs in respect 
of select export products. If 
it is difficult for the small-scale 
units to arrange for the setting 
up of a consortium of this 
level, such units can form ex¬ 
port groups of their own pro¬ 
vided the total value of exports 
of the products of such export 
groups is not less than Rs 10 
lakhs. These export groups 
will be given only some of the 
advantages available to export 
houses. It will also be a con¬ 
dition that the export group 
will have to undertake to 
increase the export performance 
of its member-units by a 
minimum of Rs 5 lakhs each 
year so that in a period of 
three years it can become a 
full-fledged export house. 

If the export group of SSI 
units having an export turn¬ 
over of Rs 10 lakhs has ex¬ 
ported the products of cottage 
and village industries, such 
export group will be given all 
those facilities which are avail¬ 
able to full-fledged export 
houses. This step has been 
taken with a view to promot¬ 
ing the interests of cottage and 
village industries and to assist 
such industries in the matter 
of marketing their products. 

The quantitative export per¬ 
formance will not be the only 


an export house. Other rele¬ 
vant factors will also be kept 
in view. These other factors 
include assistance rendered by 
the export house to small-scale 
units in the matter of improve¬ 
ment of quality, marketing of 
goods and financial assistance. 
It also includes the relationship 
maintained by the export 
house with its supporting 
manufacturers in the matter of 
exporting their products, allo¬ 
cation of imported raw mate¬ 
rials to them and giving them 
other assistance. Apart from 
these considerations, the struc¬ 
ture of the export house, its 
development programmes, its 
entry into new markets and 
introduction of new goods in 
the traditional markets will 
also be taken into considera¬ 
tion while recognising export 
houses. 

Specific Products 

In the scheme of export 
houses as in force upto March 
31, 1977, 12 product groups 
were specified. The main pur¬ 
pose of specifying these pro¬ 
duct groups was to confine 
the export houses to the import 
of items available in the shop¬ 
ping lists in these product 
groups only. Since the shop¬ 
ping lists have been removed, 
these product groups will have 
little significance. Consequent¬ 
ly these have also been remov¬ 
ed from the scheme of export 
houses in the new policy. 

The removal of these product 
groups will make the scheme 
mere broad-based. According¬ 
ly the export houses will be 
able to import against their 
licences tiny items of raw 
materials, components, pack¬ 
ing materials and consumable 
stores subject to the same res¬ 
trictions as would apply to 


tricted items and the items 
appearing in the export-linked- 
import list. 

Export houses will be given 
foreign exchange for promotio¬ 
nal activities. The amount of 
foreign exchange released to 
each export house will be equal 
to 2.5 per cent of the fob 
value of its total exports in 
the previous year. The export 
house will be allowed to spend 
this foreign exchange for speci¬ 
fied activities connected with 
export promotion such as ex¬ 
penditure on sales-cum-study 
teams abroad, participation in 
exhibitions abroad, advertise¬ 
ment of goods in foreign 
markets and for the import of 
testing equipment for setting up 
common servicing centres. Out 
of this foreign exchange, any 
amount exceeding one lakh of 
rupees will be set off against 
the import entitlements earned 
by the export house on its own 
exports. 

Extra Facility 

Export houses will continue 
to have the facility to import 
garment-making machinery, 
machinery required for leather m 
industry, testing instruments 
and equipment and equipment 
for packing and tagging against 
their REP entitlements. 

Export houses will be allow¬ 
ed to acquire REP licences by 
transfer from other exporters 
for a value up to 25 per cent 
of the fob value of exports in 
the previous year. This will 
be subject to an export obli¬ 
gation which will be equal to 
for times the value of acquired 
licences. In discharge of this 
export obligation* the export < 
houses will have to export 
goods covered by the fist of 
select export products. 


EASTERN ECONOMIST 


868 


MAY 6, 1977 



KX technology takes us on to tomorrow. 


Many years ago IOL pioneered the 
manufacture of oxygen and other gases in 
India. The technology associated with their 
use has ushered in a revolution for many 
industries. 

As world technology devetopedjOLkept 
pace. Advanced welding techniques such as 
submerged arc welding, TIG and M1Q weld¬ 
ing and the necessary equipment, as also 
fully automatic welding machines. Sophisti¬ 
cated cutting machines such as the solid 
state control gas cutting machine and the 
radial arm shape cutting machine. Electrodes 
for welding thick armour plates and stainless 
steel tubular hardfacing electrodes for pro¬ 
longing the life of machinery in thermal 
power stations and other heavy engineering 
industries. Gases of extra high purity, with 
specific impurities reduced to certified levels, 
now produced in the IOL Special Gases 
Centre, for development and growth of 
electronics, research and other specialised 
fields m the country. Complete pipeline sys¬ 
tems for the distribution of gases And then, 
entire gas plants and cryogenic equipment 
All these and many more IOL has introduced 
into the country. 

In fields as diverse as steel-making and 
food preservation, metal joining and fertili¬ 
sers, electronics and anaesthesia, space 
rocketry and pollution control—IOL is work¬ 
ing today to develop the technologies 
needed for tomorrow. , .• 

I 


IOL is technology 



■ . i m\ 

Indian Oxygen Limited 
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If it weren’t for 
man-made dyes... 



... half the world would be black and white! 


Natural dyes are fine for nature But they 
impose restrictions on man. Because dyes must 
have an inborn affinity for the material they 
are used on. So. for a long time, man could 
only borrow from nature without being free to 
colour his world the way he wanted 
Then man began manufacturing synthetic dyes; 
Suddenly his world came a little more alive. 

A little more colourful. 


Atul Products produce a wide range of Dyes 
which help colour everything from fabrics of* 
cotton, jute, wool, art-silk, silk and man-matje 
fibre, to leather and paper. 

They also produce Dye Intermediates to help 
make Dyes and Optical Whitening Agents 
which make whites look whiter. 

Whatever the mood you want to give your 
products, Atul makes the Dyes to help you 
colour them with. 


ATUL —the giant chemical complex 


P THE ATUL PRODUCTS LTD. 

P. 0. ATUL DIST: VALSAD. PIN: 396 020 (GUJARAT) 
Tal: 61. 62. 63. 64. Gram: TULA’ Atul Talex: 018-248. 






airconditioners 
are keeping 
people cool 
and happy 



, Our airconditioner is the choice of discerning people 

.in India and abroad! M in E ” ,op * sm ’ ,h * “ E * M 

Ideal for offices, hotels, hospitals, stores, clinics* 
restaurants, clubs, banks, homes, etc. 

Available in 1 fir 1.6 tonne capacity models. 

ARCXlC...The airconditioner backed by the 
most efficient and reliable after-sales service network, 



Sold & Serviced by j AIRCONDITIONERS 

11 Electronics Limited 

§ makes good things even better I 


NEW DELHI: Atma Ram House, 7th Floor, 1 Tolstoy Marg. Tal: 382001 *2-3; 25/23A. Middle Circle, Connaught 
Place ’BOMBAY: Elphinston Bldg., 10 Veer Nariman Road. Tel: 254167 ’CALCUTTA : 6/1,Russell Street. 
Tel: 213033 ’MADRAS: 4, Patullos Road. Tel: 812352 ’AHMEDABAD: B, Jadev Chambers, Ashram Road. 
Tal: 76292 ’BHOPAL: 47-48. Malviya Nagar. Tal: 61540 ’LUCKNOW: 33. Cantonment Road. Tal: 23633 
PATNA: Abdin House. Fraser Road Tal: 24845 ’SECUNDERABAD: 96, Park Lane. Tel: 74989. 
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Food and steel 

In London, on May 1, on his way to the US, Mr Jayaprakash Narayan said that 
finding a solution to the problems of Indian poverty was a stupendous task and that 
poverty could never be removed without the entire international community coming to 
India’s aid. He added that there were, however, people in India who did not agree 
with this view, but he himself was convinced that “we do not just have the resources”. 
The politicians presently in power have generally been in a hurry to quote Mr Jaya¬ 
prakash Narayan or appeal to his pronouncements whenever it suits their purpose to 
do so. We hope that they will do the country a favour by listening to this counsel of 
wisdom from him on what is both obviously and essentially a non-political issue 
vitally relevant to the well-being and the future of the nation. 
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The Home minister, Mr Charan Singh, fresh from his demolition job on Congress 
governments in nine states, took time off on May 2 to deliver a victory speech to an 
audience which he apparently regarded as representative of the constituency which he 
has chosen to consider his particular fief, viz., the Indian peasantry. Addressing a 
meeting of the Farmers’Federation of India in New Delhi, he reportedly delivered 
himself of the utterly nonsensical dictum that there were two alternatives before the 
Indian economy, to wit, either to produce its own steel and import food or vice versa . 
In the weeks since the Janata government assumed office the public has been treated 
to loud thinking on the part of several ministers, not excluding the prime minister, 
offering simplistic solutions to national problems, political, economic, social or 
other. Mr Charan Singh’s declaration that India has to produce less steel in order to 
be able to produce more food, however, takes the cake, or more appropriately, the 
bajraroti. Fortunately, this kind of superficial and short-sighted thinking cannot 
ultimately influence practical policy-making, however strong may be the political clout 
of the minister harbouring such obscurantist notions. Whether Mr Charan Singh likes 
it or not, the country’s feet have been firmly set on the path of modern industrialisation 
and no backwoodsmen from any part of India are going to succeed in confusing its 
bearings by scattering economic superstitions in its way. Nevertheless, it does not 
redound to the credit of the government that ministers who ought to know better talk 
as if they do not. 

We are not suggesting that this country cannot and should not aim at producing 
all the food it takes to feed its people and leave surpluses for export. But, then, this 
scale of projections for agricultural development makes sense only in the context of 
balanced economic development so that inputs such as fertilizers, pesticides, agricul¬ 
tural machinery and power equipment such as pumpsets are also produced on a large 
enough scale. The present Home minister is not the first nor is he going to be the last 
to bark up the wrong tree of the agriculture-versus-heavy industry controversy. It is 
however a pity that the high priests of agricultural expansion do not seem to realise 
that faith always perishes in the fires of fanaticism. If they want to make the country 
farm-minded, which itself is an extremely laudable purpose, they are setting about 
their business in a fashion which guarantees failure. 

Basically the Charan Singh thesis proceeds from a feeling that India is too poor 
to do anything but remain poor. If this pessimism has any point, it is merely that our 
visible resources would seem grossly inadequate for stepping up investment and pro¬ 
duction to levels at which the abolition of destitution could become possible in ten 
years’ time. It is here that Mr Jayaprakash Narayan’s reference to assistance from the 
international community becomes relevant. Throughout history nations at varying 
stages of development have helped one another, wittingly or unwittingly, willingly or 
compulsorily, to achieve higher rates of growth. There are today vast reserves and 
resources of capital and technology in the world community and it is entirely up to the 
developing countries such as ours to try to dig deep into this virtually inexhaustible 



fund. Modern science and techttkat Jcnow 
how, wedded to modern business organisa¬ 
tion and management, have placed im¬ 
mensely powerful tools in human hands for 
the economic betterment of the human 
race. It is only by deliberately shutting our 
doors on these opportunities that we can 
at all manage to ensure that our country 
remains poor. 

India'has large reserves of coal and 
iron ore. It has the labour to work these 
mines of potential riches. It has also the 
industrial experience, the technical know¬ 
how, the engineering skills and the skilled 
manpower to process these raw materials 
into pig iron, steel, machine tools, machi¬ 
nery and industrial plants. Yet Mr Charan 
Singh would decree that we do not pro¬ 
duce steel but import it while exporting 
coal and iron ore. As a matter of fact 
something like this is happening now to 
our national disadvantage. Addressing the 
annual meeting of the FICC1 recently, 
Mr B.M. Birla pointed out that at present 
we exchange our cheap labour to buy 
goods made by costly labour abroad. To 
quote: “We used to complain in colonial 
days that we were suppliers of raw 
materials and importers of manufactured 
goods. Even now the pattern remains the 
same. Therefore let us change this process 
so that we export goods made by higher 
technology and better paid labour at 
competitive prices’'. 

constructive observations 

Mr Birla also made certain other obser¬ 
vations which had a constructive bearing 
on Mr Charan Singh's very proper keen¬ 
ness on improving the lot of the tillers of 
soil. He said that the business community 
shares the government's concern for the 
country’s vast underemployed agricul¬ 
tural population and the need for econo¬ 
mic build-up and prosperity in the rural 
areas. But, he added: “Wecannot improve 
the conditions of our farmers and increase 
their purchasing power unless we draw 
the unemployed and uneconomic human 
power from farm to factory and provide 
millions of jobs in villages and raise their 
income. It cannot be overlooked that in 
a country such as the US, only six per 
cent of the population is not only pro¬ 
ducing all the food that the country needs 
but is also supplying food to many other 


countries. In India our potential to pro¬ 
duce is immense, but the agricultural 
incomes are low because of the vast 
unemployment and poor tools”. 

It is not enough, of course, if we only 
weep over rural poverty and unemploy¬ 
ment. This exercise may pull in rural 
votes, but it will not help rural progress. 
What would matter is a clear, time-bound 
programme for generating employment 
opportunities on a large scale and this 
can be done only if the stagnation in 
investment over the last several years, to 
which Mr G.D. Birla drew attention in a 
speech in New Delhi last month, is 
breached. He said very firmly that the 
country would have to pay the price of 
this stagnation for the next four years or 
so in the form of shortages of essential 
commodities and growth of unemploy¬ 
ment. It is therefore all the more neces¬ 
sary that an attempt should be made to 
clear the arrears of investment. 

international cooperation 

While the country should naturally and 
necessarily rely mainly on its own effort to 
pull itself out of this slump in investment, 
it should not make the task more difficult 
for itself by being blind to the possibilities 
of international economic cooperation. 
This is why both Mr G.D. Birla and Mr 
B.M. Birla have pleaded that the govern¬ 
ment should approach this issue of foreign 
investment with a fresh mind. The re¬ 
wards for a positive approach could be 
rich indeed since the higher oil prices 
have strikingly increased the capital 
surpluses of the oil-exporting countries, 
which are being deployed by the normal 
channels of the international commercial 
banking system as well as through inter¬ 
national institutions. 

During his visit to the US for 
attending Fund discussions last month, 
the Finance minister, Mr H.M. Patel, 
showed welcome awareness of this coun¬ 
try’s need for drawing on international 
assistance for its development. Newspaper 
reports had emphasised that Mr Patel 
expressed India’s strong preference for 
multilateral over bilateral aid. This in it¬ 
self is no major policy innovation, but only 
the traditional stand which this country 
has been taking for years now. Moreover* 


foreign countries andgoveraments provid¬ 
ing development assistance have also been 
moving fast towards the concept of multi¬ 
lateral aid. This has been strikingly the 
case with the US where opinion, both 
within the administration and the 
Congress, has come down heavily in 
favour of aid being provided through 
institutions such as the IDA. 

replenishing resources 

Where Mr Patel’s talks might have 
helped us was in impressing on the 
OECD and OPEC countries the urgency 
for replenishing the resources of the 
IDA as well as the IMF facilities. 
Mr Patel’s plea for further issues of 
SDRs for development financing would 
be strengthened if developing countries, 
including India, demonstrate in practice 
that they can utilise promptly and effec¬ 
tively the foreign exchange resources 
available to them. This aspect gains 
significance in the Indian context because 
of the substantial increase in our foreign 
exchange reserves. 

The emphasis on multilateral aid is 
right and proper where inter-governmental 
development financing is concerned. 
Developing countries, however, should 
supplement this approach by improving 
the climate for foreign investments and 
thereby relating more directly the sources 
of funds to their investments in mutually 
advantageous ways. Many developing 
countries, whether in Asia, Africa or 
South America, are in fact realising this 
and currently encouraging foreign invest¬ 
ments in a big way. This trend has made 
its appearance at an opportune time since 
countries such as West Germany and 
Japan are now increasingly inclined to 
participate in major investment ventures 
in developing countries. Japan seems to 
appreciate the fact that it can satisfy some 
of the criticism against its foreign econo¬ 
mic and trade policies by stepping up both 
official development assistance and 
private investments abroad. This course 
would also support the efforts of Japanese 
manufacturers to export industrial plants. 
In West Germany, again, partly because 
of high labour costs in that country, 
there is a tendency among major export- 
oriented firms to set up basic manafcctur- 
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iag facilities in consumer countries, By 
tyfeig up « policy of promoting foreign in¬ 
vestments to approaches to international 
institutions for more resources, the deve¬ 
loping countries could raise their rates of 
investment as well as speed up their 


'9iV «• 

industrialisation. We are 600million people 
in a world community of 4,000 million 
people, and our contribution to world 
wealth and incomes should after all bear 
some relation to this ratio. Our nation 
has no business to be content with less. 


STC does it again 


The STC had a difficult, but successful 
year in 1976-77. It improved its total turn¬ 
over to Rs 966 crores from Rs 923 crores 
in 1975-76. Anticipating a slump in the 
earnings from the export of sugar, it had 
set its turnover target at Rs 793 crores 
and, although those earnings fell even more 
sharply than expected, it was able to step 
up its total business substantially partly 
because earnings from the export of silver 
exceeded anticipation and partly because 
the value of imports of oils and fats was 
much more than was assumed or estimated 
in the beginning. 

The main unfavourable factor for the 
corporation which had operated in the 
world markets last year was the decline in 
the prices of a number of commodities. 
Sugar which had emerged as the most 
important commodity in this country’s 
export list in 1975-76 could not retain that 
position because of the sharp break in 
prices. While the value of exports of 
sugar in 1975-76 was as high as Rs 468 
crores, it dropped to Rs 152 crores only 
in 1976-77 even though the target had been 
fixed at Rs 225 crores. Like sugar, the 
exports of textiles and army software 
through the STC were placed much below 
the assigned targets. 

export performance 

The setback sustained in the export of 
canalised items was to some extent made 
up by increased exports of non-canalised 
goods though the overall export perfor¬ 
mance was poorer by as much as Rs 98 
crores. As against exports valued at 
Rs 759 crores in 1975-76, the STC 
succeeded in exporting goods worth Rs 661 
crores even though it had budgeted for 
exports worth Rs 615 crores. 

The fast-changing patterns in world 
trade need efficient and quick decision¬ 


making mechanisms for taking advantage 
of favourable tides. The STC has shown 
that it is building up its capabilities for 
taking advantage of trade opportunities. 
This is suggested by its fine performance in 
respect of such commodities as silver, 
coffee, cement, castor oil, footwear and 
tobacco. The value of silver exports rose 
from five crores of rupees in 1975-76 to 
Rs 94 crores in the year under reference. 
Similarly, coffee exports increased from 
Hve crores of rupees to Rs 54 crores, 
cement from Rs 15 crores to Rs 36 crores, 
castor oil from Rs 16 crores to Rs 31 
crores and footwear from Rs 18 crores to 
Rs 31 crores. 

achievement of targets 

Keeping in view the current economic 
revival in the industrialised countries and 
the successes which this country’s exports 
have witnessed in West Asian markets, it 
is highly likely that the target of exports 
which the STC has set for itself at Rs 785 
crores in 1977-78 will be achieved. The 
import policy for the current year has 
liberalised the import of machinery relat¬ 
ing to leather, jute and garment industries 
and this is expected to help the STC in 
stimulating the exports of textiles and 
footwear. 

The latest import policy has removed 
four items from the list of products whose 
import was hitherto canalised through the 
STC. They are copra, rayon grade wood- 
plup, peppermint oil and raw wool. The 
import of edible oils was liberalised by the 
Congress government early in January this 
year when imports by the private sector 
were allowed, though the needs of the 
vanaspati industry for these oils were 
required to be met by the STC. No change 
in this policy has been indicated. However, 
two additions to the canalised list have 


been made, they are (a) photo chemicals 
and colour papers; and (b) photographic 
colour films. These alterations in the list 
of canalised items are not likely to hurt the 
STC import target of Rs 375 crores in 
1977-78. In the projections for the current 
year, the STC had anticipated the import 
of oils and fats worth Rs 260 crores. Since 
the private sector imports have not mate¬ 
rialised in the requisite volume despite 
liberal import licences, it seems that the 
STC will continue to shoulder this respon¬ 
sibility during the current year. In the 
meantime, a special committee appointed 
by the Commerce minister, Mr Mohan 
Dharia, is examining the reasons why the 
liberalisation of import of edible oils 
through the private sector has failed to 
step up the flow of imports within a 
reasonable period. 

increased imports 

In regard to imports as well, the STC 
was called upon to shoulder increased 
burdens. While the STC imports in 1975- 
76 were worth Rs 160 crores and it had 
targeted for imports valued at Rs 175 
crores in 1976-77, the actual imports were 
as high as Rs 299 crores. This nearly 90 
per cent increase in imports was necessitat¬ 
ed by the sudden decision of the govern¬ 
ment of India to import increased volume 
of oils and fats. The value of imports of 
oils in 1975-76 was Rs 46 crores and the 
STC had anticipated imports worth Rs 53 
crpres in 1976-77 but the level of their 
imports had to be raised to Rs 168 crores 
at short notice because of the shortfall in 
production of domestic oilseed crops. It 
was because of the quick arrangements 
which the STC could make for the import 
of different oils that the government was 
successful in restraining the rise in 
vanaspati and oil prices. The task of 
holding buffer stocks of oils and tallow all 
over the country and making them avail¬ 
able to the consumers as and when they 
needed them was indeed stupendous and 
the STC did rise to the occasion to face 
this challenge. As matters stand today, 
the STC will be called upon to meet an 
increasing demand for oils and fats in the 
current year and the level of import opera¬ 
tions is expected to increase further. The 
STC has budgeted for imports worth 
Rs 375 crores which are roughly half of 
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its anticipated exports. The bulk of the 
imports will be of oils and fats followed by 
newsprint and books, and textiles. 

The STC has no less than five subsi¬ 
diaries whose total turnover in the year 
under reference was worth Rs 113 crores-- 
nearly one-eighth of the total value of 
operations of the corporation. The 
Chemicals and Pharmaceuticals Corpora¬ 
tion of India Ltd (CPC) is a leader among 
the subsidiaries. In 1976-77, its imports 
at Rs 89 crores were almost 15 times the 
exports worth six crores of rupees. Even 
then, the STC has described the export 
performance as “a most gratifying feature 
of the year’s working.” This is perhaps 
due to the fact that our country has been 


a traditional importer of chemicals and 
pharmaceuticals. But in many chemical 
and pharmaceutical units, our country has 
excess capacity and vigorous marketing 
effort can result in raising exports. 

The gross profit of the STC rpse from 
Rs 19.7 crores in 1975-76 to Rs 28.9 crores 
in 1976-77 though the budget had anti¬ 
cipated a lower profit at Rs 12.4 crores. 
It is not possible to locate the particular 
transaction which inflated its profits as this 
information is not forthcoming from the 
review made available to the Press. For a 
proper understanding of the working of 
the corporation, it is necessary that infor¬ 
mation regarding its profits or losses in 
particular transactions is disclosed. 


and there has been no significant improve* 
ment in the yield. How then does die 
Council propose to deal with this 
problem? 

Mr Chatterjee revealed that the Council 
was shortly going to send a delegation to 
the countries of the European Common 
Market in order to explore the prospect 
for promoting the export of jute goods. 
The demand for jute goods from these 
countries has sharply fallen in recent 
years due to the increasing popularity of 
synthetics. According to a study made 
by the Indian Institute of Foreign Trade, 
the apparent consumption of jute goods 
in western Europe declined from 5,00,300 
tonnes to 4,58,500 tonnes until the decade 


Cutting the bag according 

to the sacking 


ending 1970, indicating an annual fall of * 
one per cent. But from 1970 to 1974, the 
loss in apparent consumption had been 
as much as five times of what had occur¬ 
red in the entire preceding decade. The 
actual decline in consumption in terms of 
quantity was from 4,58,500 tonnes in 1970 
to 2,48,400 tonnes in 1974. This loss of 


On April 18, the Jute Manu¬ 
factures’ Development Council completed 
one year of its existence and, on this 
occasion, Mr K. K. Chatterjee, member¬ 


ProfD.P. Chattopadhyaya,the then union 
Commerce minister, said that it would 
be “unwise on the part of the Council, 
in the initial period of its life, to attempt 


the market by 2,10,000 tonnes took place 
mainly in West Germany and Britain and 
to some extent in Belgium, Italy and the 
Netherlands. 


secretary of the Council, narrated to 
reporters in Calcutta its past activities and 
future programme. The main point he 
emphasised was the inadequacy of funds 
at the Council’s disposal. He suggested 
that its budget allocation should be 
increased from the present level of Rs 45 
lakhs to at least Rs 2.50 crores to enable 
the Council to do justice to its objectives. 
He said that this could be done by 
raising the existing production cess rate 
from 0.125 per cent to one per cent. The 
Council has represented to the govern¬ 
ment of India on this matter and it 
remains to be seen how New Delhi will 
react to this proposal. But has the 
Council clearly drawn up its programme 
of priorities? 

The Council has been set up in order 
to serve as a forum to deal promptly 
and effectively with the problems of the 
jute industry. It is expected to undertake 
various activities including research, 
development, training, export promotion, 
standardisation, cost control, quality cont¬ 
rol, productivity and product diversifica¬ 
tion. While inaugurating the Council, 


to give attention to all the functions 
enumerated”. He said that it would be 
desirable “to concentrate on those func¬ 
tions, which were of immediate importance, 
thereby seeking to make an impact, 
which would be of benefit both to the 
industry and the nation”. Therefore, 
while considering the request for more 
funds, the union Commerce ministry 
should satisfy itself about the order of 
priorities in the Council’s programme. 

For instance, Mr Chatterjee disclosed 
that the Council would use a portion of 
its funds for improving the per acre yield 
of jute. He said that this was necessary 
since the Council’s efforts for cost reduc¬ 
tion in respect of finished goods would 
be largely nullified if raw jute prices were 
not kept within reasonable limits. But 
can the Council do much by its own 
efforts to improve the yield per acre? 
This problem has been engaging the 
attention of the government and the 
industry for the last quarter century or 
more and a great deal of research has 
been done in this direction. But its 
results have not percolated to the field 


mill closures 

The study of the Indian Institute of 
Foreign Trade has shown that between 
1972 and 1974 as many as 21 jute mills 
were closed down in western Europe, of 
which three were in West Germany, four in 
Belgium, three in France, two in Britain 
and nine in Spain. Before sending the dele¬ 
gation, the Council should make a thorough ■ 
study of the circumstances that have led 
to the set-back to the jute industry in 
western Europe and its present condition. 

Mr Chatterjee said that the Council 
had finalised a set of production norms 
for the jute industry in relation to ‘ men, 
machinery and material. These norms 
have been proposed for sacking, hessian 
and carpet backing. He pointed out that 
these would help the industry to take 
practical steps for increasing productivity 
and reducing cost, commensurate with 
maintaining quality. But has labour 
given its reaction to these norms? In the 
last few weeks there has been increasing 
evidence of labour unrest in jute mills 
and it is not dear therefore to what extent 
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it will sincerely cooperate with the manage¬ 
ment in improving productivity and 
reducing costs. 

The member-secretary of the Council 
revealed that so far 11 jute mills had 
submitted their application to the Indus¬ 
trial Finance Corporation of India for 
soft loans for modernisation and that two 
had been granted a total sum of Rs 5 
crores. He said that half of this amount 
would be spent on overhauling and 
repairing and the other half on the 
purchase of new machinery. It seems 
that the implementation of the programme 
of modernisation has been far too slow 
mainly because of the lack of adequate 
funds with the jute mills. In fact, the 
chairman of the Indian Jute Mills Associa¬ 
tion suggested recently that the entire 
credit requirements of the industry for 
modernisation should be provided by the 
financial institutions. This plea gives 
some indication of the extent to which 
uneconomic working has affected the 
industry's financial position. “The greatest 
threat to the existence of the jute industry 
today is the lack of its viability”, said 
Mr J. P. Goenka on April 18, 1976 


The sugar industry is passing through a 
crisis. Sugar mills in the southern region 
particularly are apprehensive that it 
would be well-nigh impossible to emerge 
out of the red even after two or three 
seasons unless the central and state govern¬ 
ments adopt a helpful policy and fix 
reasonable prices for levy sugar and cane. 
It so happened that the industry fares 
badly in years of record production and 
official policies get confused. Only in 
1974-75 season no serious problem arose 
in respect of the marketing of record out¬ 
put because exports could be effected at a 
profit and the central exchequer was happy 
to appropriate to itself the large surpluses 
even while denying to the sugar mills 
particularly in Maharashtra, Andhra 
Pradesh, Karnataka and Tamil Nadu 
reasonable prices for levy sugar. In 1969- 
70, however, the then record output of 
4,26 million tonnes could not be absorbed 


when the Development Council was 
inaugurated. But what has the Council 
done in the last year and proposes to do 
in the coming year to improve the 
industry's viability? 

In the meantime, the production of jute 
goods is being seriously affected by 
frequent and unscheduled load shedding 
for prolonged periods. It has also pushed 
up the costs of manufacture and created 
labour unrest. The industry has appeal¬ 
ed to the government of West Bengal 
to exempt it from the provisions of the 
energy control order. But so long as the 
overall supply of power remains inade¬ 
quate, the jute mills will have to face the 
impact of load shedding. There are also 
problems arising from the shortage of raw 
jute, greater competition from Bangladesh, 
and disruption of shipments due to labour 
trouble in the Calcutta port. In these 
circumstances, the Jute Manufactures’ 
Development Council should try to help 
the industry as far as possible to operate 
on a remunerative basis. It should sponsor 
delegations to foreign countries only when 
it is confident that the industry will be 
able to deliver the goods. 


and with the sudden decontrol there was 
a slump in prices and it took three years 
for the industry to recover from the ad¬ 
verse effects and the policy of partial de¬ 
control had to be successfully adminis¬ 
tered. 

This policy of partial decontrol is by 
itself well-conceived. But the mistaken 
notions about fixation of levy sugar prices, 
minimum prices for cane and the collec¬ 
tion of purchase tax and cess by state 
governments have resulted in a serious 
erosion of profit margins and diversion of 
cane for being converted into gur and 
khandsari. If the appropriate remedies 
are not adopted in time, the experience of 
Uttar Pradesh and Bihar may well be 
repeated in the four main producing 
states south of the Vindhyas which are 
now accounting for 54 per cent of the all- 
India output. Moreover a larger propor¬ 
tion of cane production is handled by 


sugar mills in these four states than in 
Uttra Pradesh and Bihar, ensuring better 
use of available cane supplies and maxi¬ 
misation of value added by manufacture. 

The output of cane in 1975-76 in these 
four states was 53.34 million tonnes 
while the cane handled by sugar mills was 
22.92 million tonnes or 44 per cent. In 
Uttar Pradesh and Bihar cane availability 
was 63.12 million tonnes while * cane 
handled was only 13.40 million tonnes 
or 21 per cent. The difference in 
the proportions of utilisation of cane by 
sugar mills is due to the keen competition 
from producers of khandsari and gur. 
Even in the southern region the propor¬ 
tion would not be as high as it is now but 
for the unique experience of Maharashtra 
where the quantity of cane handled by 
sugar mills in the 1975-76 season was as 
high as 14.26 million tonnes out of a total 
production of 19.17 million tonnes. 

competition from khandsari 

In Karnataka and Andhra too the average 
utilisation is higher than Uttar Pradesh 
and Bihar though the proportion is smaller 
than Maharashtra. Thus the quantity of 
cane handled by sugar producers in Andhra 
in 1975-76 was 3.29 million tonnes against 
an output of 9.42 million tonnes and in 
Karnataka 3.4 million tonnes against 9.96 
million tonnes. There are latterly, how¬ 
ever, reports of serious competition from 
khandsari producers and the output of 
this sweetening agent in these two states 
has nearly doubled in the last two seasons 
because of the fixation of unduly low 
prices for levy sugar. 

In Tamil Nadu there are peculiar featu¬ 
res. With the active policy of many 
managements to encourage cultivation 
of sugar cane in the areas adjoining the 
factories the growth in output of cane 
over a period was useful to the factories 
for increasing sugar production and many 
units could successfully expand their capa¬ 
city. In 1969-70 the output of cane was 
10.21 million tonnes with the share of 
sugar mills being 3.65 million tonnes. In 
1973-74 the industry in the region 
established a record in respect of its out¬ 
put at 4.43 lakh tonnes and cane handled 
was 5.28 million tonnes out of the total 
output of 18.29 million tonnes. 

The proportion of cane utilisation did 
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not increase even in a year of record out¬ 
put, but there was no problem of availabi¬ 
lity as the increase in cane cultivation 
came about in a phenomenal manner with 
higher prices paid by sugar mills and the 
relatively low return from the cultivation 
of competitive crops. This position has 
however vastly changed since 1974-75 and 
it is not expected that there will be any 
return to the previous levels of produc¬ 
tion until 1977-78 or 1978-79. The out¬ 
put of cane in 1975-76 was only 14.79 
million tonnes and quantity handled by 
sugar mills only 1.97 million tonnes. 
Even the process of recovery can be has¬ 
tened only if the state governments took 
note of the difficulties of the sugar mills 
in the region and reduced the purchase 
tax and cess drastically besides impressing 
upon the central government the need for 
fixing realistic prices for levy sugar. 

under-utilisation of capacity 

It is important to take immediate deci¬ 
sions as there is heavy under-utilisation of 
capacity in Andhra Pradesh, Karnataka 
and Tamil Nadu and it will not serve any 
useful purpose if heavy expenditure on 
the creation of new capacity is incurred 
when the existing units are languishing 
for the lack of supplies and are suffering 
heavy losses. The difficulties are of course 
partly due to the failure of the monsoon 
for two seasons in succession and the 
higher prices available for competitive 
crops. There may be some correction with 
normal rainfall in the affected regions. 
Even so it will need a Jot of coaxing to 
bring back area under cane cultivation 
even in regions where farmers were for¬ 
merly eager to do so. This is because the 
return from the cultivation of rice is much 
higher than that on canc and there is 
also competition from jaggery producers. 
As Andhra Pradesh and Karnataka have 
their own peculiar problems it has been re¬ 
presented to the government that higher 
minimum prices for cane should be fixed 
along with higher prices for levy sugar. 

The ministry of Agriculture will have 
to evolve a new policy which will provide 
for automatic changes in minimum price 
for cane and levy sugar as it cannot be 
expected that sugar mills will continue to 
suffer losses. It is also important to bear 
in mind that Andhra Pradesh, Karnataka 
and Tamil Nadu arc in a position to pro¬ 


duce additionally even 500,000 tonnes of 
$ugar with the same capacity with a pro¬ 
longation of the crushing season and the 
cultivation of cane on a larger scale in 
factory areas. The earlier procedure of 
weighted adjustments in cane prices on 
the basis of prices realised on free sale 
sugar and evasion of responsibility of the 
central government for ensuring reason¬ 
able minimum prices will have to be 
abandoned. 

The process of recovery in Uttar 
Pradesh may take a long time as many units 
have to be modernised and their capacity 
increased to optimum levels. On the other 
hand many new units have sprung up in 
the southern states and the capacity of 
the existing factories also have been consi¬ 
derably expanded. It will be extremely 
unwise if the capability of the three states 
cannot be fully utilised. It is also neces¬ 
sary to enable Maharashtra to continue to 
do its good work without creating condi¬ 
tions for diversion of cane to gur and 
khandsari producers, as it is now account¬ 
ing for a third of the all-India sugar out¬ 
put. 

There are also other problems from the 
national angle which have to be urgently 
tackled. The output in 1976-77 season is 
likely to be 48 lakh tonnes and it is re¬ 
ported that the central government is not 
anxious to effect export of sugar because 
of the fear of incurring heavy subsidies. 
In view of the fact that it secured large 
profits in earlier years the losses on export 
sales could be easily borne by the govern¬ 
ment. Also, the adoption of different 


techniques will help sustain exports though 
there should not be any aggressive selling 
in world markets which will have a dep¬ 
ressing effect on prices. It is unlikely 
however that world prices will come down 
to below £ 140 per tonne for white sugar 
and if the happenings in markets for other 
tropical products are any guide world 
prices for sugar are bound to get stabilised 
at higher levels. 

The centra] government should there¬ 
fore, export at least 800,000 tonnes of 
sugar out of this season's output and 
release for internal consumption 3.8 mil¬ 
lion tonnes. The carry-over will then 
be only one million tonnes into the next 
season. The whole quantity of sugar ex¬ 
ported may be out of the levy quota as 
the requirement of the home market will 
be only 2.47 million tonnes against a 
notional levy quota of 3.12 million tonnes. 
It will, therefore, be possible to export 
600,000 tonnes of levy sugar without 
causing any difficulty in the home market. 
Only on the balance of 150,000 tonnes 
subsidies will have to be incurred which 
may not be more than Rs 15 crores. It is 
quite likely that world prices will improve 
by the time the entire quantity of 800,000 
tonnes is exported. Without a realis¬ 
tic policy in respect of marketing of k 
record output and the refixation of levy 
price for sugar and minimum prices for 
cane, history will repeat itself and the 
objective of achieving a sustained increase 
in production for meeting the needs of the 
home market and earning foreign exchange 
through exports will not be realised. 
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Under the Foreign Exchange Regulation Act of 
February this year, which empowers the govern¬ 
ment of India and the Reserve Bank to exercise 
control over the entire field of exchange and 
bullion transactions, the government of India 
have asked all foreign banks to obtain all detailed 
information about sterling transactions involving 
£250 or more being senumt of India, probably 
with a view to considering whether imposition of 
any control over these transactions would be 
warranted. All banks dealing in foreign exchange 
have been required since May 1, to obtain from 
persons remitting £250 or more to the UK a state¬ 
ment indicating the purpose for which the money 
is to be utilised and other details about the tran¬ 
saction. Till now amounts involved were only 


being reported. Government officials, are reported 
to have expressed the opinion that amounts 
involved in those transactions were not of such 
magnitude as to provide any cause for alarm, and 
the government have therefore no intention of 
imposing any control upon these transactions such 
as now governs those in American dollars. It is 
fairly well known that Indian investors have lately 
taken interest in sterling investment and bought 
shares in British companies in UK. When there 
is so much uncertainty about the settlement on 
sterling balances, we should take the utmost care 
to see that no flight of British capital is allowed 
to take place before the settlement, because if the ' 
worst comes to the worst, the British investments 
in India would at least be left for us to take over. 
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Economic policy pronouncements • Stool target 
and plans • Rabi procurement 


Four important pronouncements on 
economic policy were made last week— 
three by ministers of the union government 
and one by the newly elected president of 
the Janata party. 

Addressing newsmen on his return from 
the United States, where he had gone to take 
part in the meetings of the joint Fund-Bank 
Development Committee and the Interim 
Committee of the Board of Governors of 
the IMF, the union minister for Finance, 
Mr H. M. Patel, preferred to style the 
recent statements of the prime minister, 
Mr Morarji Desai, about government’s 
desire to end deficit financing as his 
personal opinion to which, as Finance 
minister in Mr Desai’s government, he 
had to attach great significance. Mr Patel, 
however, did not categorically rule out 
the possibility of resort to deficit financing 
to some extent during the current financial 
year. 

deficit financing 

Mr Morarji Desai himself has subse¬ 
quently clarified the position saying that 
the objective of having balanced budgets 
without any element of deficit financing 
was the goal towards which his govern¬ 
ment had to work. Some deficit financing 
this year might have to be resorted to 
as the process of ending this recourse had 
to be gradual. Another important factor 
Mr Desai referred to in this connection 
was the recent wide-ranging concessions 
announced by several state governments 
which were headed by the Congress 
before their terms were ended through a 
presidential proclamation dissolving nine 
state assemblies in the north and where re- 
elections are to be held early next month. 
These concessions, the prime minister 
poined out, had queered the pitch and 


greatly impoverished the state exchequers. 
Some of these concessions, incidentally, 
have been withheld later to be decided 
upon by the governments which would be 
formed after the ensuing elections 

shortfall in receipts 

The above statement of the prime 
minister provides an indication that there 
is no basis for the impression in some 
circles that the Finance min ster is having 
his own ideas on deficit financing contrary 
to those to the prime minister. It may be 
recalled that Mr Patel had estimated in 
his interim budget the likely shortfall 
in this year’s central receipts at the 
prevailing taxation rates compared to the 
envisaged expenditure to the extent of 
Rs 1,432 crores, which was envisaged to 
be brought down to Rs 632 crores by 
drawing upon the accumulated foreign 
exchange reserves to the order of Rs 800 
crores. 

The Finance minister, however, may 
not leave a big uncovered gap between the 
estimated resources and expenditure 
of central government this year. 
Subsequent to the presentation of the 
interim budget, not only export duty on 
tea has been raised but also the rebate 
scheme for these exports has been 
withdrawn. The expenditure on new 
projects too has been held in abeyance 
pending recasting of this year’s Plan 
programmes in terms of the Janata Party’s 
manifesto. Mr Patel’s attempt apparently 
will be to keep the deficit within safe 
limits so that it does not add to the 
inflationary tendencies in the economy 
which have got accentuated during the 
past one month. 

The second major announcement came 


from Mr Patel in regard to the preference 
of the government for external Assistance 
through multilateral channels instead 
of on a bilateral basis and also for this 
assistance being programme-oriented 
rather than project-oriented. Mr Patel 
expressed the view that the climate for 
foreign investments in India as well as 
for aid commitments by the donor 
countries was more favourable now than 
in the recent years. He expected that the 
aid flow would improve this year. The 
Finance minister clarified that the policy 
of self-reliance did not mean stoppage 
of all external assistance. Aid, in fact, 
was needed for achieving self-reliance, 
he said. 

Mr Patel revealed that in his talks 
abroad with the World Bank authorities 
as well as the Finance ministers of some 
western democracies, he had urged that 
taking into consideration the area and the 
population of the country, India’s share 
in the IDA assistance should be main¬ 
tained at the present level of 40 per cent 
even when there was an increase in the 
IDA funds through replenishment from 
$4.5 billion to $7.6 billion. He felt that 
there was widespread support for this 
plea of his. Foreign investments, Mr 
Patel clarified, were welcome in selected 
fields of industrial activity. 

minister's assurance 

The minister for Industry, Mr Brij Lai 
Varma, has given categorical assurance 
that the central government would not 
do anything which would either stagnate 
output in the existing industries or lead 
to a decline in employment and production 
or give rise to serious tensions or 
problems. He has urged upon the indus¬ 
trial community that it should assist the 
establishment of small-scale and ancillary 
units which could create additional em¬ 
ployment in the country. The industrial 
community, he further suggested, should 
think of starting new projects in the 
electronics, chemicals and drugs and 
plastic industries in which prospects of 
large growth in employment opportunities 
were high. Mr Varma has reiterated that 
the Janata party is committed to reversing 
the trend of migration to urban areas and 
ending destitution within a period of 
10 years. With this objective in view. 
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new grounds, he has stressed, have to bw 
broken for the decentralisation of industry. 

Mr Chandra Shekhar has declared that 
the Janata party was not against the 
development of the public sector which 
had come to stay in the country and had 
to be there in certain fields of economic 
activity. The prime minister also has 
reaffirmed his faith in mixed economy 
but he.has stressed that neither sector 
should be allowed to dominate the other. 

* * 

The Steel Authority of India (SAIL) is 
understood to have fixed this year's target 
for the production of saleable steel at 
the six integrated steelworks at 7.3 
million tonnes, as against the last year's 
target of 6.456 million tonnes, which 
was exceeded by as much as 456,000 
tonnes. If this year's target is 
accomplished, the overall utilisation 
of capacity of the integrated plants 
in terms of saleable steel will 
approximate to 91 per cent. 

The capacity utilisation last year at 
the five integrated steelworks at Bhilai, 
Rourkela, Durgapur, Jamshedpur and 
Burnpur was around 91.9 per cent. If, 
however, Bokaro was included in the 
last year's computation of capacity 
utilisation, the utilisation of capacity 
would have been significantly lower, 
as several units of this plant were 
commissioned into commercial production 
in the second half of the year. 

The SAIL is aiming at better utilisation 
of the installed capacities to produce 
saleable steel at the six integrated steel 
plants with the objective of not only 
improving their profitability but also in 
view of the fact that it is now preferring 
exports of finished products and is cutting 
down those of semis. The sale of semis 
to the rerollers within the country, 
however, is not envisaged to be curtailed 
any significantly in the interest of meeting 
the requirements of a wide range of 
sections of rolled products which would 
entail injudicious use of the available 
overall rolling facilities if the integrated 
steel plants are to undertake this job on 
their own. The integrated steelworks, of 
course, are being increasingly attuned to 
the pattern of both domestic and export 
demand. 

The study group which is currently 


^oing into the future expansion pro¬ 
gramme of the steel industry is understood 
to have suggested only selective invest¬ 
ment for some time in view of the 
domestic market not being able to absorb 
fully the increase in production and firm 
ideas about the limitation of coking coal 
reserves on the future growth programmes. 
The currently known coking coal reserves 
in the country are estimated to be suffi¬ 
cient at the current level of consumption 
only for 44/45 years. Their life will 
decrease in an inverse proportion to the 
increase in steel-making capacity. 

As indicated by the new minister for 
Steel and Mines, Mr Biju Patnaik, a few 
days ago, the future expahsion programme 
of the steel industry will have to be 
drawn up very carefully and it might 
have to be considered whether it should 
be linked to some extent to imports of 
coking coal from abroad. Another impor¬ 
tant factor to be considered in this regard 
is the technological developments in steel 
manufacture. 

assessing demand 

The above study group is also making 
some more realistic assessments of the 
demand for steel in the country in the 
coming years, taking into consideration 
the experience of the recent past and the 
likely orientiation to be given to the over¬ 
all planning in the country in terms of the 
Janata party manifesto. This exercise is 
expected to be completed in the next few 
months. A clearer picture of the needs 
of development of the steel industry in 
the future will emerge only then. The 
selective approach to investments for the 
time being has been suggested with a view 
to making the production programmes 
of the existing steel plants more akin 
to the anticipated requirements of the 
home market and the possibilities of 
exports in the next few years. 


Notwithstanding the facts that private 
traders have been allpwed to make 
purchases and move wheat to the deficit 
states without any restriction and the 
recent untimely rains in the major wheat- 
producing areas of the north have upset 
harvesting and threshing operations 
of the rabi crops, the procurement of 


mbi grains , particularly wheat, has picked 
Up well in the past few days, particularly 
after the dissolution of state assemblies. 
The procurement machinery has been 
geared up considerably with the result 
that the price of wheat, which had broken 
the support level of Rs 110 per quintal 
in some markets, has now stabilised 
around this level. 

procurement picks up 

The total procurement of wheat up to 
May 4 had been of the order of 4,13,096 
tonnes. Although this was lower than 
the 566,981 tonnes procurement last year 
till that date, the purchases both in 
Punjab and Haryana had exceeded the 
last year’s figures. Punjab, for instance, 
had procured up to May .4, 217,280 
tonnes, as against 167,159 tonnes by that 
day last year, and Haryana 144,403 
tonnes, as against 123,110 tonnes. The 
arrivals in the market, which had been 
somewhat delayed due to recent rains, 
have started rising rapidly. The official 
circles are confident that they will be able 
to fully ensure that the farmers are not 
required to part with their produce 
at prices below the support price for 
want of adequate machinery for procure¬ 
ment. 

With a view to minimisng undue losses 
to fanners because of some damage to 
their crop by untimely rains, the govern¬ 
ment has also allowed relaxation in 
specifications jn respect of the rain-affected 
wheat. The rain-alfected stocks which 
are procured, however, arc to be kept 
separately and efforts will be made to 
clear them for consumption expeditiously. 
The stocks found to be unsuitable for 
human consumption are proposed to be 
utilised for making chicken feed. 


Announcement 

M/s. Saurabh Puatak Bhandar, 
Ahmedabad, have bean appointed 
ae our Subscription Agents. 
Necessary enquiries may please 
be made to 

Saurabh Puatak Bhandar 

615, Belief Road, First Floor, 
Near Calicodome, 

AHMED ABAD-380 001 
Phona No. 31230 


KAY 13,1977 


sasokn BOONOIIIST 


880 






Reversing inflation and 

Prof C.N. Vakil & Dr P.R. Brahmananda 


maintaining 
price stability 


Prof. C.N. Vakil has submitted to tho prime minister a Memorandum 
on a Policy for Inflation Reversal and Guaranteed Price Stability, 
drafted by Dr P.R. Brahmananda. This is in continuation of the 
Economists' Memorandum on a Policy to Contain Inflation which he 
submitted, on behalf of more than hundred economists, to the then 
prime minister in February 1974, with a supplement in May-June of the 
same year. In view of the fact that inflation has again overtaken the 
economy at a time when the Janata government is anxious to 
undertake programmes for a new economic policy for solving the 
chronic problem of poverty and unemployment, it will be necessary 
to deal with this problem first, because, unless prices are controlled 
and reasonable stability of prices is established, other economic 
programmes will be difficult to operate. The Memorandum argues 
that "the arch devil in the game is excess money supply and it is 
imperative to devise methods by which such excess is removed and 
equilibrium between money and goods is restored and maintained.” 


It is a matter of public knowledge that 
more than hundred economists from diffe¬ 
rent parts of the country submitted a 
memorandum to the then prime minister 
of India in February 1974 outlining a 
package of inter-connected measures to 
contain the raging inflation, the financial 
year average of prices (new series)having 
reached a rate of rise of 25 per cent during 
1974-75, as compared to 20 per cent during 
1973-74,10 per cent during 1972-73,and five 
per cent during 1971-72. This was follow¬ 
ed, three months later, by a supplement 
outlining the 'Scheme of Economists for 
Monetary Immobilisation through Bond 
Medallions and Blocked Assets* 
(SEMIBOMBLA). The then government 
of India, be it said, at that time, to their 
credit, undertook, immediately thereafter, 
and in a sequence, some monetary, fiscal 
and physical measures, which together, 
not merely quickly halted the rising trend 
in prices, but also for some time, reversed 
the trend itself. 

Among the various measures that were 
initiated, almost all of which were men¬ 
tioned or hinted in the memorandum, 
were the following: 

(i) Impounding and immobilisation of 
additional wages, and of 50 per cent of 
the increase in the dearness allowance of 
organised workers, numbering nearly one 
and a half crores, and compulsory depo¬ 


sits of a portion of salaries of income-tax 
payers. 

(ii) Increase in the bank-rate from seven 
per cent to nine per cent (and, thereafter 
to about II per cent taking the effective 
incidence of the interest tax levied during 
1975-76). 

(iii) A rise in tax-revenues, in non-tax 


POINT 
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sources of revenue, and tightening of 
collection procedures. 

(iv) A slow-down, for a while, in the 
pace of public sector's construction pro¬ 
grammes, thus a lowering of the pressure 
on building materials, and a reduction in 
the tempo of increase in government ex¬ 
penditure. 

(v) Freezing of ‘excess* dividends, 
leading to a slow-down of private corpo¬ 
rate investment. 

(vi) Punitive action against smugglers, 
black-money operators, and misusers of 
foreign-exchange. 

(vii) Massive imports of food-grains. 


It may be noted that all these measures 
were brought in long before the procla¬ 
mation of the emergency in June 1975. 
That the community as a whole, not 
excluding sections of organised labour, 
acquiesced in these measures is some evi¬ 
dence of the distress from which the people 
had been suffering due to inflation, and of 
its hope in the efficacy of the economic 
remedies against inflation. These measures 
had an immediate, almost dramatic, im¬ 
pact on our economy between September 
1974 and March 1975: the money supply 
remained stationary during a number of 
months, currency holdings actually dec¬ 
lining. Wholesale prices started declining 
from September 1974 and continued to 
decline till end of March 1976; inflation 
psychology in the goods market was rever¬ 
sed; excess demand pressures on wage- 
goods and building materials was reduced; 
'black* holdings of liquid resources got 
channelled into organized financial and 
other institutions; the export trade got a 
boost; the pace of growth of imports, 
particularly in smuggled imports, came 
down; the exchange value of the rupee 
rose; and exchange remittances from 
Indian residents abroad started pouring in. 

the mechanism 

However, in view of the great world¬ 
wide interest aroused on the precise way 
in which India was able to contain infla¬ 
tion during the period July 1974-Aprli 
1976, and of the analytical importance 
of this experience for India itself in the 
immediate future, we may briefly describe 
the mechanism. 1974-75 was not a bum¬ 
per harvest year. The effects of the bum¬ 
per harvest of 1975-76 may be deemed to 
be potent only from December 1975 on¬ 
wards, when the kharif crop of 1975 start¬ 
ed coming into the market. We cannot, 
therefore, account for the falling trend in 
prices for the 13-month period, September 
1974 to December 1975, when there was a 
decline of about seven per cent in the index 
number of wholesale prices, by referring 
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only to the bumper harvest of 1975-76* 
Money supply increased during the above 
period by hardly 0.7 per cent . This is the 
crucial factor. The impounding of 50 per 
cent additional dearness allowances, etc, 
curbed the expansion of money supply. By 
the end of July 1976, the impounded 
amounts were said to have risen to about 
Rs 1,400 crores. In normal circumstances, 
government would have borrowed more 
on the net from the Reserve Bank, and the 
commercial sector too would have done so 
from the commercial banks. 

factors for decline 

Money supply declined during 1974 
from Rs 11,450 crores in June to 
Rs 10,920 crores in August, and reached 
Rs 11,566 crores by March 1975. Cur¬ 
rency with the public which stood at 
Rs 6,336 crores in March, and Rs 6,658 
crores in May 1974, came down to 
Rs 6,139 crores by December 1974 and 
reached Rs 6,378 crores by March 1975. 
Thus, over the year the supply of currency 
remained more or less at a stationary 
level. In January 1976, it amounted to 
Rs 6,461 crores. Forgetting the rise and 
fall in the intermittent months over the 
period of 20 months, May 1974 to Janu¬ 
ary 1976, the supply of currency was of 
the same level. The stationariness in cur¬ 
rency and the decline in the growth-rate 
of money supply are accounted for by the 
following factors: 

1. The working classes had to draw upon 
their currency holdings to buy grains, etc, 
in the wake of the impounding ordinances. 
Since the Food Corporation was also sell¬ 
ing grain, currency was partly drained out 
of the public. 

2. The fact that real wages of workers 
were reduced led to a reduction in the 
demand for some of the wage-goods. 

3. The terms of trade declined for 
agricultural producers, thus restraining 
the flow of purchasing power to the rural 
areas. 

4. The strict measures against smuggling 
and foreign exchange leakage came later 
in 1974. In the interregnum, the holders 
of currency could take some exchange out 
of the country by surrendering currency 
to the Reserve Bank of India. 

5. During 1974-75, there was a surplus 



on the revenue account of the central 
government of Rs 764 crones though 
taking revenue and capital accounts there 
was a deficit of Rs 721 crores; during 
1975-76, the revenue surplus went up to 
Rs 897 crores and the overall deficit was 
Rs 367 crores. These figures do not take 
into account the impact of borrowing from 
the commercial banks and of sales of secu¬ 
rities to the Reserve Bank. Nevertheless, 
they give some indication that, during 
1975-76, the budgetary operations tended 
to put less currency into the hands of the 
public. 

The government's measures were rather 
moderate compared to those recommend¬ 
ed by the economists. The memorandum 
had pleaded for a planned one-shot reduc¬ 
tion in money supply, and, thereafter, for 
a ceiling of five per cent on the annual 
growth rate of money supply. Yet, even 
the moderate measures of the government 
had a potency, which was a surprise to 
many. Financial journalists and even 
some economists had been doubting the 
efficacy of control over money supply 
growth as an instrument to contain infla¬ 
tion. Prices could, and would, never come 
down , it was repeatedly asserted. Even 
developed countries could not bring down 
the price level; how could a developing 
economy do so? Yet, it is a fact that prices 
did come down; they came down even in 
a year of lean harvest; monetary and fis¬ 
cal measures, though moderate, were 
effective and quickly so. 

unconvincing argument 

The argument in certain circles that 
the decline in money supply was due to 
the drain of currency into the vaults of the 
authorities because of the loan from the 
International Monetary Fund and the 
interna] sales of grains is not quite con¬ 
vincing. Taking the data over the years, 
the period did not witness any substan¬ 
tially greater sale of grains than in the 
earlier years. The loan from Fund is not 
by itself a deflationary factor. An extra¬ 
ordinary factor, as mentioned earlier, 
during the July 1974*ApriI 1975 monetary 
process was the decline in absolute cur¬ 
rency-holdings with the public. This may 
be accounted for by two factors: (1) The 
reduction in the relative share of wages of 
workers due to the impounding ordinance; 


and (2) the deterioration in the tem$ of 
trade of agrkiultural producfcrsvt* a-vis 
industrial producers. These two factors 
reduced the absolute currency-holdings of 
the public. The late Hawtrey, the distin¬ 
guished monetary economist of Britain, 
expounded the theory that the drain of 
currency into circulation was due to the 
relative growth in the income of wage- 
earners, etc. A decline in their relative 
share, and in the relative share in money 
incomes of agriculturists during a period 
of rising production, would lead to a 
reduction in currency holdings. This 
phenomenon, which we may term as the 
“reverse-Hawtrey cash-drain,” was occur- 
ing in India during the period referred to 
above. 

necessary analysis 

The above analysis of the reversal of 
inflation during 1974-76 is necessary 
in order to dispel the belief in some 
circles that inflationary process is due 
to structural factors and not monc- 
tary-cum-fiscal supply factors and that if 
inflation can be reversed, it would lead to 
collapse in saving, investment, production 
and the role of the public sector. To 
repeat, not merely was inflation halted, 
the index of prices was turned in the 
reversed direction. This reversal was very 
much due to restriction in the rate of 
growth of money supply. It may be noted 
that tax-revenue of the central govern¬ 
ment went up from Rs 5,073 crores in 
1973-74 to Rs 6,322 crores in 1974-75, 
thanks to the supplementary budget, and 
toRs 7,709 crores in 1975-76 (Rs 8,081 
crores R E for 1976-77). Non-tax re¬ 
venue went up from Rs J, 173 crores in 
1973-74 to Rs 1,460 crores in 1974-75, 
and further to, Rs 2,066 crores in 1975-76 
(Rs 2,115 crores R E for 1976-77). The 
sizeable step-up between 1974-75 and 
1975-76 is obvious. The ‘own’ tax-revenue 
of state governments want up from 
Rs 2,881 crores in 1974-75 to Rs 3,421 
crores in R E 1975-76 (Rs 3,836 crores 
in BE 1976-77); non-tax revenues went 
up from Rs 2,322 crores in 1974-75 to 
Rs 2,704 crores in R E 1975-76 (Rs 
2,931 crores in B E 1976-77). The ratio <of 
tax-revenue to net domestic product went 
up from 15.4 per cent in 1973-74 to 16.5 
per cent in 1974-75, and to 18.3 per cent 
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. nee March 1976, has affected almost all 

essential commodities which enter the wage goods basket. This Is despite 
the bumper harvest of 1975-76. The chief source ofjnflation thus Is the 
large scale expansion of money supply . 


in 1*975*76. The ratio of saving to net 
domestic product at market prices went 
up from 12.3 per cent in 1973-74 to 13.1 
per cent in 1974-75, and to 14.7 per cent 
in 1975-76; and the ratio of net capital 
formation from 13.0 percent in 1973-74 
to 14.7 percent in 1974-75, and to 16.2 
per cent in 1975-76. 

Contary to the critics of the policy of a 
non-inflationary path in developing econo¬ 
mies, the period of falling prices was 
accompanied by rising ratios of tax-revenue 
to net domestic product, and of rising 
saving and investment ratios. The index of 
industrial production witnessed a rise of 
2.8 per cent in 1974 (compared to a decline 
of 0.2 per cent in 1973). and a further rise 
of 5.5 per cent in 1975. (In 1976 it is 
supposed to have gone up further by about 
10 per cent). The real national product 
went up by 0.2 per cent in 1974-75 but 
spurted by 8.8 percent in 1975-76. 

positive gains 

The above account of the behaviour of 
the economy during 1974-75 and 1975-76 
has highlighted the process by which 
control over inflation was obtained and 
the positive gains which the economy 
reaped therefrom. The authorities did 
not realise that such control has to be 
obtained continuously. They became either 
complacent or did not comprehend exactly 
the perennial nature of the task of achiev¬ 
ing price stability. There were a number of 
interests which pressed for a renewal of 
the rising tempo of public expenditures, 
in particular of Plan expenditures. The 
bumper harvest gave an opportunity for 
the Food Corporation to augment its 
stocks and naturally credit for this 
purpose started expanding. The private 
corporate sector as well as the business 
community in general started demanding 
relaxation of credit curbs. The very 
control of inflation which helped to 
strengthen the value of the rupee and 
the action against smugglers led to the 
inflow of exchange remittances and along 
authorised financial channels. The 
stringent action against ‘black’ incomes 
and the fear of raids also helped to 
channel liquid resources through banks 
and company deposits. Cumulatively these 
factors helped to strengthen the expan¬ 


sionary forces in the monetary and fiscal 
spheres. Inflation inevitably staged a 
come back. 

During the busy season of 1974-75 itself, 
money supply had expanded by about 10 
per cent. The budgetary operations of 

1975- 76 renewed the expansionary stimulus 
and money supply started expanding at an 
accelerated pace. The slack season of 1975 
did not witness the usual seasonal con¬ 
traction in money supply, though there 
was some decline in currency. But, the 
busy season of 1975-76 witnessed another 
10 per cent expansion in the supply of 
money. The slack season of 1976 
witnessed a contra-seasonal expansion in 
money supply; and the busy season of 

1976- 77 has, so far by end March 1977, 
witnessed an expansion in money supply 
of the order of 11 per cent. At the rate 
at which money supply is currently rising, 
the expansion in supply of money during 
the financial year 1976-77 might be of the 
order of between 18 to 20 per cent, as 
compared to a rate of monetary expansion 
of 15 per cent during 1973-74, 6.5 per 
cent during 1974-75 and 9.6 percent 
during 1975-76. 

major factors 

The major factors responsible for 
monetary expansion during the period 
beginning with end March 1976 are, 
expansion in net bank credit to the 
government sector, expansion in net bank 
credit to the commercial sector, and the 
increase in foreign exchange resources of 
the banking system. Net bank credit to 
the government sector has increased over 
the last Friday of 1976-77 by about Rs 840 
crores. Bank credit to the commercial 
sector has increased by about 2,750 crores. 
It appears that credit for non-food 
procurement may have expanded by about 
Rs 750 crores, whereas bank credit for 
other purposes to the commercial sector has 
expanded by as much as about Rs 2,000 
crores. Net foreign exchange assets 
have increased by about Rs 1,430 crores. 

The two factors responsible for mone¬ 


tary contraction are (1) growth in time- 
deposits and (2) growth in non-monetary 
liabilities. During the year 1976-77, 
growth in time-deposits was Rs 2,393 
crores and growth in non-monetary liabi¬ 
lities was only of the order Rs 329 crores 
of which about Rs 255 crores may be the 
increase in impounded deposits. Whereas 
together expansionary sources have contri¬ 
buted about Rs 5,117 crores as compared 
to Rs 3,294 crores during the previous 
year, the contractionary factors have 
contributed to Rs 2,722 crores, as compar¬ 
ed to Rs 2,194 crores during the previous 
year when impounded deposits expanded 
by as much as Rs 907 crores. 

rising price index 

The index of wholesale prices, which 
witnessed a fall of 6.9 per cent over 1975- 
76 has gone up by about 12 per cent over 
1976-77. The upward tendency in the 
price-level has been noticed from March 
1976, when the monthly average of the 
index (new series) was 162.6 (1970-71 
•100). Thereafter the prices have been 
moving up in a steady manner, and both 
during slack and the busy seasons. By 
end of March 1977, the index stood at 181.5 
indicating a II .6 per cent increase over 
the year. The prices of primary articles 
have risen by about 20 per cent. Of these, 
prices of cereals have risen by 9.3 per cent, 
of pulses by 16.1 per cent, of edible oils 
by 63.5 per cent, of drugs and medicines 
by 11 per cent, of sugar by 5.7 per cent 
and of cotton textiles by 18.0 per cent. 
The prices of petroleum products do not 
appear to have risen over the year. In 
other words, the rise in prices has been 
almost wholly due to domestic factors. 
Manufacturing products have risen by 
eight per cent, even though industrial pro¬ 
duction is supposed to have gone up by 10 
per cent or so during the same year. 

The rise in prices has affected almost all 
essential commodities which enter into 
the wage-goods basket. That prices have 
risen and are continuing to rise, despite 
the after-effects of the bumper harvest In 
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agricultural commodities during 1975-76 ^ cij|res, by nearly 40 per cent over the level 


and of only a marginal drop in production 
in the index of agricultural production 
during 1976-77, and despite the large scale 
of imports of some of the essential goods 
permitted during the latter part of 1976-77, 
points clearly to the chief source of 
inflation as flowing from the side of 
aggregate monetary dem nd, csa result 
of large scale expansion in money supply . 
It is pertinent to note that prices fell 
during the period September 1974 to 
December 1975, a period of shortfall in 
agricultural production and that prices 
were continuing to rise during 1976-77 
during a period of aftermath of a bumper 
harvest in agricultural production. These 
two factors indicate that it is not so much 
changes in supply per se but changes in 
the level of monetary demand flowing 
from expansion in the supply of money 
that is responsible for variations in prices. 
There is room, therefore, to believe that 
under Indian conditions, even in the wake 
of the recent experience, the primary 
stoker of the fire of inflation, the arch 
villain, happens to be money supply. 

growth of money supply 

The economists* memorandum had 
recommended a five per cent ceiling on the 
growth rate of money supply during the 
fifth Plan. The five per cent ceiling was 
recommended after a careful consideration 
of factors like the average feasible rate of 
growth of output in the economy over the 
future, and the need for providing for a 
possible steady rise in monetisation 
and for year by year flexibility in the 
variation in money supply, on account of 
fluctuations in output, particularly in 
agriculture. It is sad to contemplate that 
the authorities did not appear to have 
paid heed to this important suggestion of 
the economists, which if implemented 
would have forestalled the return of 
inflation and so soon. The prices are 
currently on the same level as during Sep¬ 
tember 1974. Monetary and fiscal policy 
have come round in a full circle. By 
allowing the return of inflation, the 
authorities have broken faith with the 
organised workers and with the poorer sec¬ 
tions of the community. Over the first 
three years of the fifth Plan, money supply 
has expanded by as much as Rs 4,225 
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at the end of the fourth Plan. (In the final 
document of the fifth Plan, the total ex¬ 
pansion in money that had been envisaged 
over the entire period of the fifth Plan 
would have been of the order of about 
Rs 5,000 crores or so). It is necessary 
that every effort must be undertaken once 
again, not merly to halt the rising prices, 
but to reverse the trend. 

PM’s assurance 

The new prime minister has given an 
assurance to the community that the 
government will try to bring down the 
price level. The new Finance minister, 
in his budget, has drawn attention to the 
deficit of Rs 632 crores in the central 
government's vote on account budget 
during 1977-78 despite new market bor¬ 
rowing of Rs 849 crores which is obvi¬ 
ously a further source of inflation as the 
bulk of the loans would come from the 
banking system. The wheat support price 
for rabi of 1977 has already been raised 
from Rs 105 to Rs 110; this will enlarge 
the fiscal subsidy on issue price already 
running at a high figure of Rs 460 crores. 
The government has promised to buy 
at Rs 110 per quintal as per specified 
quality, whatever the farmers are willing 
to offer. The rise in the support-price of 
wheat would call forth a similar demand 
for other cereals. Industrialists and busi¬ 
ness circles are also clamouring for remo¬ 
val of all credit curbs. Chairmen of 
finance institutions are voicing forth a 
plea for a cut in the bank rate. 

Almost all state governments have 
presented ex-ante budgetary deficits 
for 1977-78. Many state governments 
abolished a number of taxes which they 
had early levied and have announced con¬ 
siderable fiscal relief prior to the election. 
The spokesmen of organised industrial 
labour have been vigorously clamouring for 
the abolition of the CDS and the return 
of the impounded deposits. The res¬ 
toration of the eight percent bonus has 
also been demanded. Besides, there are a 
number of pending cases of wage-increas¬ 
es with the public and the private sectors 
and their agencies. We are thus once 
again getting caught in the whirlpool. 
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However, over the ftiture, If monetary 
and fiscal policies continue to be of the 
same vintage as in the immediate past, the 
prospect is certainly one of uncontrolled 
and galloping inflation. Drastic remedies 
are therefore in order. 

During 1976-77, the output of food- 
grains may turn out to be five per cent to 
eight per cent less than in 1975-76; that of 
cotton is expected to be marginally less 
than in the previous year, though less by 
as much as 15 to 20 per cent over 
that in 1974-75; output of jute may 
turnout to be 25 per cent higher; that of 
oilseeds would tend to be considerably 
less than in previous year, of groundnut 
particularly less by about 14 per cent; 
that of tobacco appears to be less by 14 
per cent. We may expect the index of in¬ 
dustrial production to go up by less than five 
per cent during 1977-78 since new capacity 
has not been growing. The impact of 
rising prices during 1976-77 will be gra¬ 
dually reflected in the trade balance during 
1977-78. 

rupee exchange value 

The recent tendency of a fall in 
the exchange value of the rupee may lead 
eventually to a gradual reduction in ex¬ 
change remittances unless inflation is 
reversed. Taking all in all, the growth 
rate of commodity-output in 1976-77 may 
turn out to be not higher than four percent 
as compared to the growth rate of about 
eight per cent during 1975-76. Since com¬ 
modity output would have grown at a lo¬ 
wer rate during 1976-77, the carry-over of . 
rawmaterial stocks from 1976-77 to 1977-78 
would be considerably less than during 

1976- 77. There has been succession of 
bumper and fair harvests during the 
past four years. One hopes that 

1977- 78 might witness the continuance of 
this happy state of affairs; but one cannot, 
and may not, be sure of this. Taking all 
in all, we should plan monetary and fiscal 
policy for 1977-78 on the assumption of 
an over-all real income growth rate of 
three per cent. 

A new government has taken over at 
the centre; monetary policy matters like 
money supply and interest rates are 
wholly controlled by the Finance ministry 
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The new government has mad$ a commitment to bring down the price 
level. Since It has Come to power with a sizeable popular support and Its 
leaders have earned a measure of respect, the public can reasonably be asked 
to be patient with the postponement of election promises for a short while. 


and the Reserve Bank of India; fiscal 
policy, particularly budgetary policy, of 
both the central and the state govern¬ 
ments, is very largely determined by the 
Finance ministry at the centre; the size 
and pattern of Plan outlays are determin¬ 
ed largely by the decisions and guidelines 
of the central government* Most import¬ 
ant of all, the new government has made 
a commitment to bring down the price- 
level and to utilise the fiscal and monetary 
instruments, including a budgetary sur¬ 
plus, to this end. It has also promised 
to restructure planning priorities so as to 
obtain a higher rate of growth of produc¬ 
tion of wage-goods. Since it has come to 
power with a sizeable popular support and 
is also fresh to power, and its leaders have 
earned a measure of respect from the public 
because of their loyalty and suffering for 
public causes, the public can reasonably 
be requested for patience and forbearance; 
there is no harm if the fulfilment of some 
of the monetary-expansionist promises like 
the abolition of the CDS or the restoration 
of the eight per cent bonus are postponed 
for a short while, particularly in view of 
the higher-inflationist legacy. We submit 
that a package of anti- and counter-infla¬ 
tionary measures must be announced as 
early as possible and a plan of macro- 
monetary-fiscal-physical action is charted 
for the coming year. 

statistical findings 

Before we outline our plan for inflation- 
reversal, we may briefly note some import¬ 
ant statistical findings. A recent study 
has provided some sophisticated empiri¬ 
cal evidence that, under Indian conditions 
as during 1950-51 to 1973-74, the flong- 
. period* variation in the price level of com¬ 
modities in general, as well as of wage- 
goods can be comprehensively, and statis¬ 
tically satisfactorily, accounted by the joint 
variation in the supply index of commo¬ 
dities, as well as of wage-goods, and in 
the volume of money stock. If we take 
the stock of money as constant, the multi¬ 
ple regression exercises indicate that the 
supply-indices of goods in general, and 
of wage-goods, have an inversely propor¬ 
tionate effect on the wholesale price mdex 
and the wage-goods prices index, whereas 
if we keep the supply-indices constant, 
* the stock uf money has a directly propor¬ 


tionate effect. For ‘short-periods 1 , it 
appears that the direct and proportional 
effect of money supply on prices (both 
sets) is alone statistically significant. 

There are too many slips between the cup 
of variation in aggregate supply indices and 
the lip of the price levels. Hoarding and 
dishoarding due to price-expectations are 
important, and vitiate the goods’ supply 
effect. Studies also reveal that money stock 
per sc or money stock adjusted for 
price level changes, does not, in the con¬ 
text of given real capital stock etc., have 
any statistically significant effect upon real 
output. The same is the case in regard to 
real investment expenditures or real govern¬ 
ment expenditures. There is also a statisti¬ 
cally stable relation between credit and 
money supply. What is interesting is that 
whatever the specification of the function, 
public distribution does not have a down¬ 
ward effect upon foodgrains prices. 
Money wages, given real capital stock etc. 
do not appear to be the proximate sources 
of rising prices, the effect of money supply 
on prices being dominant all through. Inter¬ 
est has a positive and significant effect 
on real savings and the price level has 
a negative effect, which too is significant. 
These findings have important implications 
for the future shape of economic policy. 
We may also explain how drastic monetary 
action did help to bring down the price 
level during the period from June 1974 
to March 1976. 

target norm 

We must begin first by announcing a 
target-norm for the price level to be reach¬ 
ed by the end of the fiscal year 1978-79. 
The authorities, in our view, should aim 
at bringing down the index of the price 
level from the current figure of 182, (1970- 
71-100) in end March 1977 to by about 
10 per cent, or by about 18 points, over the 
next two financial years. Since physical 
output may not feasibly grow at more than 
three per cent during 1977-78, and there is 
already a state of very easy liquidity in 


the economy, the authorities should aim, 
in the minimum, for a zero growth rate in 
money stock over the coming financial 
year, and if possible for a reduction in 
money stock by about five per cent over the 
year. This should enable the price level to 
come down by about four per cent to five 
per cent over the year if agricultural out¬ 
put prospects turn to be fair, or will hold 
the priceline at the current level, if the 
output propects turn adverse. We suggest 
that for 1978-79 the growth rate in money 
supply should be kept at about two per cent 
to three per cent lower than the expected 
growth rate in real output, as noticeable 
around the end of 1977-78, 

liquidity positions 

A firm commitment by the authorities 
on the above lines will help all sectors to 
plan their liquidity positions with care and 
economy. The government ministries and 
departments will know that financial 
resources are going to be scarce and this 
will help to reduce their demands. 
Attention will shift towards the economis¬ 
ing of real resources and commitments 
will be made very sparingly. Tax and 
non-tax sources of revenues, and attrac¬ 
tion of savings from non-financial sectors 
will come into focus. The reliance of state 
governments on the banking system too 
will get reduced. In the private sector too 
firms will begin to look inwards and to 
the non-financial market for new sources 
of funds. Retained profits will become an 
important source. The new issue market 
will come into life again. The policy 
goal of a reduction in the price level and 
the announcement of determination by 
the authorities to adopt appropriate 
monetary and fiscal policies to this ehd 
will discourage hoarding and unproduc¬ 
tive speculation. Profits on these anti¬ 
social activities will suddenly go down 
and the long-term saving and investment 
habit will become prominent. 

The combined receipts of central and 
state governments as per revised esti¬ 
mate of 1975-76 amounted to Rs 19,206 
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crores connoting an increase over that of 
the previous year by nearly 13 per cent. 
The combined disbursements (revised) 
was Rs 19,674 crores indicating a rise by 
nearly 14 per cent over the previous year. 
The overall deficit, in a budgetary sense, 
for 1975-76 is thus around Rs 468 crores; 
the net bank credit to the government 
sector, monetary measure of the deficit, 
was Rs 531 crores. The budgetary receipts 
for 1976-77 are placed at Rs 20,624 crores 
and disbursement at Rs 20,982 crores 
with a budgetary deficit of Rs 358 crores. 

But the net bank credit to the govern¬ 
ment sector would have expanded in 

1976- 77 by about Rs 938 crores. According 
to the vote on account budget 1977-78 of 
the central government, as presented in 
March 1977, there is an ex ante deficit of 
Rs 652 crores exclusive of the special 
borrowings of Rs 800 crores of foreign 
exchange from the RBI. This would go 
up considerably on account of the follow¬ 
ing factors: (a) a rise in the food subsidy 
due to the rise in the (support price) of 
wheat from 105 to 110, (b) additional 
dearness allowance payments if prices 
continue to go up as of now and CDS is 
abolished. The budget has targeted for a 
net borrowing from the market of Rs 890 
crores. Many of the state governments 
gave up on the eve of March election a 
number of tax and non-tax revenues. The 
recovery of state loans from the borrow¬ 
ing parties will also be considerably less. 

overall deficit 

The overall deficit of both the central 
and state governments during 1977-78 may 
easily exceed Rs 1,000 crores and net 
bank credit to the governments may 
exceed Rs 1,500 crores. There is mone¬ 
tary expansion potential of a high order 
if steps are not taken to reverse the 
budgetary prospects. Assuming that 
overall disbursements would be of the 
order of about Rs 22,000 crores during 

1977- 78, a five per cent across the board cut 
in all disbursement would yield a saving 
of about Rs 1,000 crores. Secondly, the 
Plan outlay for 1977-78 in the central 
budget shows a rise from Rs 4,090 crores 
in 1976-77 to about Rs 5,033 crores 
during 1977-78. A 10 per cent cut (in 
non-essential items) of Plan outlay would 
yield an extra saving of about Rs 250 

BAR&M ECONOMIST 


crores. Since the Plan priorities have to be 
recast, there is room for curtailment or 
postponement of portion of the large out¬ 
lays earmarked for heavy industry sector. 

There is room for a fresh look on 
various subsidies together amounting to 
Rs 1,000 crores. For example export 
subsidies can be cut by half without much 
detriment to the national economy. 
Expenditures on foreign embassies and on 
perquisites at the ministerial level at home 
and cuts in administrative items particularly 
in administrative construction outlays, 
can yield economies. 

We commend for adoption the techni¬ 
que of Zero Budgeting on all government 
outlays and at every layer. The concerned 
spending agency, or department, is re¬ 
quested to reason against the case as to 
why the entire budget-head should not be 
dispensed with. Each wing will then come 
out with possible economies and fresh 
winds of thought will blow all over the 
government. The sheer routine-like 
manner in which outlays repeat and accele¬ 
rate by a margin year by year will cease. 

fresh tax effort 

The governments may resort to the 
mopping up of about Rs 500 crores by 
fresh tax-efforts. Pressures to reduce 
excises except in regard to agricultural 
inputs like fertilisers should be strongly 
resisted; nor should the government 
announce any further reduction of the 
minimum income-tax exemption limit, nor 
should the government reduce any further 
tax-rates on higher incomes. As a princi¬ 
ple any reduction in tax-rates or tax- 
exemption limit should always be coupled 
with provision for reliefs only in case a 
major portion of the reduced amounts 
go in for savings in prescribed channels. 
This order of additional taxation is not 
very high and would amount to less than 
0.8 per cent of the estimated national 
income of 1977-78. 

The budgetary policy suggested will 
yield a surplus of about Rs 750 crores 
during 1977-78 on the fiscal operations of 
both the central and the state govern¬ 
ments. Since we expect a reduction of at 
least Rs 250 crores in the net market¬ 
borrowing by governments, the net bank 
credit to the government sector should 
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show a decline of about Rs 500 crores 
for 1977-78. 

The total accumulated compulsory 
deposits with the authorities may curren¬ 
tly amount to about Rs 1,500 crores. 
Since wholesale prices of essential com¬ 
modities are continuing to rise and the 
consumer prices also are continuing to 
rise, one can reasonably expect that these 
accumulations will tend to grow in the 
immediate months ahead. This would be 
so for some time even if efforts to stabilise 
the wholesable prices succeed, for the 
consumer prices will continue to be rising 
for at least one quarter thereafter. The 
collection of compulsory deposits have 
affected the real income and real balances 
status of more than 16 million workers. 

effect of CDS 

Since the current real-incomes and real 
cash balances of organised workers are 
going down, also because of the CDS it is 
natural to understand their resentment. 
In a period of rising prices, the CDS has 
the following effects: (1) It reduces the 
size of the potential budgetary deficit of 
the governments and the expansion in 
credit to the industrial-commercial sector. 
(2) Since the amounts are immobilised 
with the authorities, the expansion of 
money supply, and in particular of 
currency, which would have occurred had 
these amounts been brought into circula¬ 
tion again is kept down. (3) Since the CDS 
is collected largely from organised workers, 
it helps to restrict the demand pressures 
on essential consumption commodities 
and even on some conventional necessi¬ 
ties. 

Whatever one’s views on whether CDS 
was the best method for immobilisation 
of money, it is clear that its discontinuance 
at this stage would imply a considerable 
enlargement of the size of the budgetary 
deficit, and would consequently add 
massively to the expansion in money 
supply; credit supply to the commercial- 
industrial sector too will tend to expand. 
Secondly, the return of the funds would 
put in the system more than a thousand 
crores of active money in circulation, of 
which currency, which is high-powered 
money, would form a major part, and 
prices of essential commodities would 
just shoot up. Though a small portion of 
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the total workers would benefit in mone¬ 
tary terms by the return of the Binds, 
the rest of the community would be 
placed under great distress by the step¬ 
wise rise in prices that would follow. 
Besides, even the monetary benefits to the 
workers would be considerably reduced 
because of the currently rising prices and 
of the step-wise rise that would follow 
from the disbandment of the CDS. We, 
therefore, submit that a final decision on 
the CDS be postponed for some time. 
In the meantime, since the CDS is rather 
harsh on the relatively lower-wage groups 
in the organised sector, it may be modified 
for these groups; our suggestion is that 
for groups whose emoluments per annum 
are less than Rs 3,000, only 25 per cent 
of the increase in dearness allowance, 
should be compulsorily deposited and for 
groups which earn between Rs 3,000 to 
5,000 only 40 per cent of the increase in 
dearness allowance should be compulsorily 
deposited. 

maintaining credibility 

The CDS in this form may be 
continued, say, till the end of the current 
fiscal year, and the new government be 
given an* opportunity to see whether it 
can hold and bring down the price level, 
through a determined set of anti-inflation¬ 
ary package of measures. In order that 
the workers are assured of the credibility 
of the government’s programme, it is 
necessary that the new government 
must announce this package asserting its 
determination to reverse the inflationary 
process. The goal of a 10 per cent drop 
in the level of prices over 1977-78 which 
we have suggested should prove to be a 
measure of re-assurance to the workers. 
There is considerable amount of moral 
persuasion that is necessary on the part 
of the leaders of the new government to 
make the workers acquiesce in the con¬ 
tinuance of the CDS. At the same time, 
loan facilities on the backing of the 
accumulated CDS to the credit of the 
workers may be made easier. Since the 
workers would be incurring some sacrifices 
in the nation si interest, the salaried 
employees subject to income-tax too will 
have to bear with compulsory deposits 
of a portion of their incomes. We also 
suggest that 25 per cent of dividends be 


Time has now come to move further upwards the entire Interest rate 
structure In order to promote savings , augment resources of the 
organised financial Institutions, attract foreign funds and restrain 
speculative holding of Inventories. 


funded, till next year, in' the form of 
compulsory deposits. Under no circum¬ 
stances should the funds under CDS 
and the dividend-limitation scheme be 
utilised for government purposes. 

Assuming that net bank credit to the 
government sector will be planned to dec¬ 
line over the next financial year by about 
Rs 500 crores and that the authorities will 
be able to get over immediately the em- 
barassing fiscal and monetary problems 
that would be caused if the CDS is to be 
abolished and the funds returned, one can 
turn to the other major source of mone¬ 
tary expansion, viz, expansion of credit 
to the industrial-commercial sector. Bank 
credit to this sector has been expanding at 
a rather alarming rate. Over the finan¬ 
cial year 1976-77, the expansion has been 
of the order of Rs 2,747 crores. A major 
portion of this is not for food procure¬ 
ment. One blanket suggestion that we put 
forth is that over 1977-78 there should be 
a ceiling on expansion of credit to the 
commercial sector not beyond six per cent 
above the level reached by end-March 
1977. This would place an outside limit 
of Rs 1,000 crores as the incremental 
funds available to this sector over 1977-78. 
The six per cent expansion-provision takes 
into account the needs of growth of indus¬ 
trial production. 

FCI’s requirements 

We expect that the Food Corporation’s 
operations will not involve heavy drafts 
on the banking system during 1977-78. 
The level of stocks with the corporation 
is high; assuming that sales will be effect¬ 
ed during the year at a higher rate than 
in the previous year larger cash will flow to 
the corporation. Even if the loans are 
partly returned to the banks, the overall net 
borrowing commitment by the FCI may 
not be large. The government’s policy of 
abolition of zones and of greater scope for 
private trade in the lifting of stocks from 
the farmers may help to reduce the depen¬ 
dence of the FCI upon the banking 
system. 

Let us summarise briefly the impact of 
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our suggestions on monetary stock. Net 
bank credit to the government will be 
negative by Rs 500 crores (as compared 
to an expansion of Rs 938 crores over 

1976- 77), bank credit to the industrial- 
commercial sector will be expanding on 
the limit by about Rs 1,000 crores. The 
monetised portion of exchange-remit¬ 
tances will be about Rs 500-700 crores. 
The aggregate of these expansionary 
sources will amount to about Rs 1000-1200 
crores; the growth of the deposits, the* 
contractionary factor, may be placed at 
about Rs 1500-1750 crores (less than the 
Rs 2,393 crores expansion in 1976-77, 
because of the impact of restrictionist 
monetary-cum-fiscal policy). The incre¬ 
ment of non-monetary and impounded 
liabilities may amount to about Rs 250-300 
crores or so. We would thus get a con¬ 
traction in money stock by between 
Rs 550-800 crores i.e. a reduction over 

1977- 78 by four per cent to five per cent. 

credit expansion 

The ceiling of not more than six per 
cent on expansion of credit over the year 
1977-78 has to be achieved partly through 
changes in interest rates, partly through 
general quantitative restrictions, and part¬ 
ly through selective controls. The Febru¬ 
ary 1974 economists’ memorandum had 
suggested a rise in the general level of 
interest structure including the yield rates 
on government securities. A time has 
now come to move further upwards the 
entire interest-rate structure. This is 
necessary in order to promote savings, to 
attract financial resources to the organised 
financial institutions, to attract funds from 
abroad, to restrain speculative holding 
of inventories and unproductive expendi¬ 
tures, and to make the financial institu¬ 
tions and the government sector depend 
more and more upon non-inflationary 
sources of finance like loans from the 
households. The following 8-point pro¬ 
gramme is outlined in regard to interest- 
policy: 

(1) All ceilings on lending rates should 

go. There are at present ceilings on the 
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bazar-bill rate, on key lending rates by 
commercial banks and on dividend/ 
interest rates fixed by the Controller of 
Capital Issues and on rates on deposit 
collected by companies. Such ceilings 
distort the flow of funds in the market 
and give room for off-the-counter tran¬ 
sactions. 

(2) It is time that bank rate is again 
moved up say, by about two percentage 
points. 

(3) Deposit rates should go up by bet¬ 
ween 1-J- to two percentage points. 

(4) Rates on small savings should also 
be moved up by to two percentage 
points. 

(5) The prime-lending rates of term¬ 
lending institutions should go up by two 
percentage points. 

(6) Yields on government securities 
which are currently ruling at between 
5.20 to 6.04 per cent should be moved 
up by about three to five percentage 
points to reach a base level of between 
nine to 10 per cent. 

(7) The treasury bill rate should be 
moved up to the level of the cal] rate, 
and a convention should be observed 
that the treasury bill rate should be 
equal to the average of the call money 
rate over the last 3 months. 

(8) All interest subsidies to favoured 
sectors should be abolished at the level 
of the financial institutions. There 
should be a National-Interest-Subsidy 
Commission at the centre, with repre¬ 
sentatives from concerned ministries 
and relevant state government agen¬ 
cies, looking into and deciding quickly 
on whether drawbacks should be given 
to the particular parties, on the basis of 
specific applications, and the guidelines 
on the government. 

sizeable gap 

A study of the pattern of sources of the 
flow of financial funds indicates that in 
each of the five-year Plans there has 
been built into the financing-process of 
the government sector a sizeable gap 
between investment and savings, the bulk 
of it, nearly 60 per cent in recent years, 
being financed from the banking system 
and inevitably through the mechanism of 
credit-expansion, whose counterpart is 
reflected in the expansion of monetary 
sources’ consisting of deposists and 
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currency. Similar too is the financing 
^process of investment in the private cor¬ 
porate sector, where dependence upon the 
banking system has been of the order of 
between 40 per cent to 45 per cent. The 
ratio of incremental credit to incremental 
net physical assets has sharply gone up; 
currently it is about 25 per cent whereas 
in earlier years it hovered around 15 per 
cent and less. That the mere proliferation 
of financial institutions in no way contri¬ 
butes to a rise in the savings to income 
ratio is attributed by the fact that, as 
noted by the Central Statistical Organisa¬ 
tion, no rise in marginal saving to income 
ratio has taken place since the beginning 
of the sixties, though as noted by the 
authors of the paper on ‘Flow of Funds 
Accounts’ in RBI’s Occasional Papers 
No. 2, the financial intermediation ratio 
has gone up from 47 per cent in the third 
Plan to 68 per cent in the period 1969-70 
to 1971-72. 

stationary ratio 

The RBI authors’ study also points 
out that the new issue ratio, the 
ratio of new issues by the non-financial 
sectors, to increase in net physical assets, 
has remained almost stationary at between 
65 per cent to 63 per cent. The non¬ 
development of the market for new issues 
in which subscriptions from largely 
households are tapped by both the 
government and the private corporate 
sector is largely due to the very policy of 
promotion, and at rather, low interest- 
rates of easy access to the banking 
system and to the other financial institu¬ 
tions. In so far as the government sector 
is concerned there is a virtual captive 
market from which it obtains subscrip¬ 
tions to its borrowing programmes. Our 
recommendation to gear-up yield rates, 
and other interest-rates and to abolish 
ceilings on dividend rates and on rates 
on deposits of companies may prove to 
be a major step in the development of 
market from households for new issues 
of both the public and the private sectors. 

There are certain fundamental changes 
in regard to macro-credit-planning that 
we suggest in order to reduce, over the 
next few years, the proportion of depen¬ 
dence of government sector and of the 
industrial-commercial sector upon the 
banking system and the financial institu¬ 
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tions deriving funds from the banking 
system. At the same time the inflationary 
effects of bank^credit should be overcome. 
The following guidelines are offered: 

the guidelines 

(i) The amount of medium-term revolv¬ 
ing-credit and long-term credit and of 
investment in government securities as 
a proportion of ‘monetary resources* 
should not exceed the proportion of 
time-deposits to total such resources. 
At present the time-deposits are about 
42 per cent of total monetary resources^; 
whereas the proportion of term credit, 
revolving-credit and investment in 
government securities to total monetary 
resources is perhaps near 60 per cent. 

(ii) Till the above objective is achieved, 
short-term bank-borrowing by indus¬ 
trial-commercial sector, overall, should 
not exceed 30 per cent of the ratio of 
inventories to value-added. This is 
because currently about 60 per cent 
monetary resources are corresponded 
by non-supply augmenting and non¬ 
self-liquidating lines of credit. The 
average velocity of monetary resources 
is about three. The ratio of value-added 
to inventories in industry is about equal 
to unity. It follows that only a small 
portion of credit is self-liquidating and 
credit creates more demand than the 
supply it generates. Hence, until the 
guideline (i) is fulfilled, the ratio of 
bank-borrowing by industrial-commer¬ 
cial sector to inventories should be 
kept low, at less than 30 per cent com¬ 
pared to the 1974-75 ratio of above 
45 per cent. Gradually as guideline 
(i) is achieved, the above ratio should 
be allowed to go up. 

(iii) Revolving loans should be dis¬ 
couraged or subject to penal rates. 

(iv) Government borrowing as a rule 
should be avoided during the busy 
season. 

(v) Term-lending financial institutions 
should be discouraged strictly from 
looking to the Reserve Bank of India 
for any direct or indirect financial 
assistance. 

(vi) Non-bank financial institutions 
should not enter the call market, a? 
suppliers of funds. The function of 
monetary policy is vitiated v by .this* 
Commercial banks should tie dissuaded 
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from entering the market for treasury- 
bills. 

Given the quantitative ceiling on credit 
expansion and the gradual operation of 
the above six guidelines, we may do 
away witlphe process of detailed firm-by¬ 
firm credit scrutiny by the Reserve Bank 
of India. The initiative and responsibility 
in this respect must lie wholly with the 
commercial banks. The Reserve Bank of 
India should be concerned with overall 
matters. Our suggestion will imply that 
the element of scope for corruption and 
favouritism at the highest layers will be 
done away with. The officials of the RBI 
should not, in any way, be implicated in 
the matter of loans to different parties. 
Besides, decisions on monetary policy can 
be taken without the knowledge of which 
parties, or type of parties, are likely to be 
benefited or adversely affected. 

* healthy development 

The 8-point interest policy suggested 
earlier and the six guidelines for macro¬ 
credit-planning will contribute towards a 
healthy development of different segments 
of the market in loanable funds. The new 
issue market will breathe vigorously 
again. The savings process will get a life. 
As also pointed out earlier the savings 
process will be considerably boosted both 
because of the hike in interest rates and 
of the pursuit of non-inflationary path of 
development. Some further measures to 
boost savings are: 

(i) 60 per cent tax-relief to household- 
savings in prescribed forms. 

(11) Tax-relief to retained profits of 
business concerns. 

(iii) Complete tax-relief to savings in 
the form of increments in provident 
funds, in increments in special cate¬ 
gories of deposits, and in savings in the 
form of subscription to bond-medallions 
(see below) and in certain specified 
contractual savings categories. 

(iv) The floatation of 10-year tax-free 
index-linked loans from the rural areas 
through gold-plated bond-medallions 
(10 rupees per piece as described in 
’SEMIBOMBLA’)' The index-linking 
provision will apply both to the princi¬ 
pal and interest. The rate of interest 
which will be compounded will be 
12i per cent per annum. The issue of 
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these medallions through bank offices 
and treasuries would enable the 
authorities to mobilise a considerable 
portion of the cash resources with the 
public. A rough estimate is that each 
year a sum of Rs 300 to Rs 500 crores 
can be recycled in this manner. 

There is considerable argument in the 
economy about the payment of bonus to 
sections of the organized working class. 
It is agreed the level of real wages of the 
workers in the organized sector is low 
from an absolute point of view and, 
further, has not shown any perceptible 
rise. But in comparison with the workers 
in the unorganized sector in urban and 
in rural areas and the low-income farmers 
and agricultural labourers, the real wage 
of the organized sector’s employees can¬ 
not be said to be low. 

'deferred wage' 

However, the system of payment 
of bonus has come to prevail for 
certain categories of workers and the 
denial of bonus is deemed as the 
denial of ‘deferred wages*. The workers 
in the organized sector who receive 
bonus have some responsibility for those 
who do not receive bonus and to those 
whose wages are very low or to those 
who are unemployed. After all the success 
and failure of firms are interdependent, 
but, if the older pattern of bonus pay¬ 
ments is to be restored, it is suggested 
that 50 per cent of the bonus of all cate¬ 
gories of workers, above presumed mini¬ 
mum amounts, be lodged with the res¬ 
pective companies, concerns or enterprises 
as a contribution made to the deposits of 
that concern and interest be paid on the 
above amount at the same rate which 
is paid on the longest-term fixed deposits 
by nationalized banks. These deposits may 
be insured by the Deposit Insurance 
Corporation so that the workers feel 
secure about the amounts lodged as 
deposits, besides the interest amounts be 
freed from any tax liability. 

Another suggestion which should be 
worth considering is to treat 50 per cent 
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of the emoluments of employees drawing 
a salary of more than Rs 3,000 as a com¬ 
pulsory contribution to the deposits of 
the enterprise in which they are serving. 
These deposits may be treated as a special 
category of deposits, be insured and the 
interest paid on them be the same as the 
longest-term deposits in nationalised 
banks. The interest amount be free from 
tax liability. 

foreign exchange assets 

The aggregate foreign exchange reserves 
excluding gold which amounted to Rs 839 
crores by the end of 1974-75 had increased 
to about Rs 2,828 crores by the end of 
1976-77. The net foreign exchange assets 
of the banking sector which had amounted 
to Rs 392 crores by the end of 1974-75 
had moved up to Rs 1,078 crores by the 
end of 1975-76 and to about Rs 2,500 
crores by the end of 1976-77. What exact¬ 
ly are the reasons or the factors responsi¬ 
ble for this phenomenal increase? During 
1975-76 the value of exports increased by 
18 per cent whereas that of imports by 
14 per cent; during 1976-77, however, 
whereas the value of exports increased 
by 22 per cent, value of imports decreased 
by six per cent. The level of food imports 
was considerably reduced during 1975-76 
and 1976-77. The firm action taken against 
smugglers and the set of measures taken 
to officially regularise black incomes 
through the voluntary disclosure scheme, 
the relative strengthening of the domestic 
value of the rupee, the large migration of 
personnel that took place particularly to 
the Gulf countries consequent upon the 
hike in the price of oil, and the increased 
spending power of the oil kingdoms have 
all helped to improve our situation in 
regard to foreign exchange reserves. 

The phenomenon of under-invoicing of 
exports and of over-invoicing of imports 
has become less important. It appears that 
formerly considerable remittances used to 
occur thiough non-official channels and 
involved sometimes the exports of smug¬ 
gled articles to India. There is some 
evidence that the value of smuggled 
imports came down statistically. This 
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must have plugged the leakage in foreign 
exchange accruals to official channels. 
The steady accrual of exchange remit¬ 
tances at between Rs 100 and Rs 120 crores 
cannot be taken for granted, unless actipn 
against smugglers continues with the 
same vigour and the Indian rupee con- y 
tinues to obtain a premium for Indians 
abroad as a financial asset, vis-a-vis other 
currencies, To the extent that the rupee 
gets weakened because of domestic infla¬ 
tion, the remittance would tend to go 
down. 

blocked deposits 

It is possible for inward exchange 
remittances to be kept largely in the form 
of blocked deposits. In order to ensure 
that such measures do not imply stop¬ 
page of inward remittance, one may 
accord higher interest rates on such 
blocked accounts of private parties. 
Secondly, the authorities have the power 
to offer selectively a higher conversion rate 
between exchange and rupees for those 
portions of remittances, which are held 
in the form of blocked accounts; such 
blocking measures, however, need not 
be very rigid. As suggested earlier, the 
authorities may offer higher rates of 
interest on time deposits so that potential 
resources, which will be kept in a mone¬ 
tary form, are transferred to a non¬ 
monetary form. 

The easiest way by means of which 
the economy can retain the accretion in 
inward remittances, but at the same time 
erase the monetary effect thereof, would 
be to lift the ban on gold imports. His¬ 
torically, gold imports have been a con¬ 
venient way by means of which the Indian 
economy has utilized its export surplus 
with nil effects on the monetary process. 
In fact, India had made itself immune 
to the effects of international inflation by 
the propensity of its citizens (to the 
dismay of western economists!) to use 
a portion of the export surplus for the 
imports of non-monetary gold. Along 
with some of the measures which have 
been outlined earlier, the authorities may 
also experiment by lifting the ban on the 
imports of gold. In fact such imports can 
be arranged through nationalised banks, 
and we may further make it convenient, 
particularly for the rural sector of the 
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economy, to obtain loans on the colla¬ 
teral of gold. Thus we would have 
achieved two goals with the same measure; 
we would have insulated ourselves from 
the impact of international inflation and, 
secondly, we would have provided enor¬ 
mous opportunities for the expansion of 
rural banking operations. 

We may now refer to the issue of 
exchange-rate policy. This issue is linked 
with the question of the extent of priority 
which we can accord to the development 
of exports per se. Export-development, be¬ 
yond a stage, in a poor country has severe 
adverse consequences on the domestic 
availability of essential consumption goods 
particularly in the context of a persistent 
and long-run tendency for international 
inflation. 

A country like India has consi¬ 
derable export opportunities in the sphere 
of agriculture and related goods; however, 
these goods are consumption necessities 
at home as well. If prices abroad arc 
rising faster than prices at home, and there 
is also an income-distribution change in 
the rest of the world due to terms-of-trade 
alterations and consequently external 
demand for these necessities goes up, 
there will be two effects. Domestic sup¬ 
plies will be reduced and their prices go 
up; and prices of related goods too will 
go up. Secondly there will be an inflow 
of exchange leading to monetary expan¬ 
sion at home. This would aggravate the 
price rise. The situation will go on till 
domestic prices catch up with interna¬ 
tional prices. Market-determined ex- 
change-rates, our exchange-rate will first 
tend to go up and then to go down. In 
the process the domestic economy will be 
getting disturbed and the rate of inflation at 
home will correspond to the rate abroad. 

gold Imports 

In this context our recommendation for 
free gold imports helps to insulate the eco¬ 
nomy from the monetary effect. The 
domestic supply-deficiency effect will not 
get rectified particularly as domestic sup¬ 
ply elasticities are rather Jow and a long 
time lag may be necessary before adjust¬ 
ments in supply are brought about. But 
it is important to note that so long as 
monetary factors are held neutral, viz., 
money supply is not increased, the price¬ 
raising effect due to supply restriction will 
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be moderated. But some price-rise will 
occur and this has to be prevented. This 
is the reason why we need quantitative 
restrictions on exports ; such restrictions 
are all the more necessary if money supply 
is expanding. We cannot tMflefore dis¬ 
pense with export quotas anakeep such 
quotas flexible. 

Granted we need quantitative restric¬ 
tions on exports (or through export- 
duties) can be dispense with import quotas 
(and import duties) ? We are afraid this 
is also risky. For, while we are for ex¬ 
perimentation with free gold imports, we 
are against doing away with import-licens¬ 
ing; we would like to have freedom for 
gold-imports; but not for imports of 
luxury goods. 

trade policy 

Thus we have the following guidelines on 
trade policy: (1) Export quotas, which are 
flexible depending upon contingencies. 
(2) Free imports of gold. (3) Continua¬ 
tion of import quotas, again flexible sub¬ 
ject to contingencies. All these presup¬ 
pose that we do not want the introduction 
of an autonomous floating rate for the 
rupee. We should have managed floating 
with the concomitant policies of quantita¬ 
tive (or other) restrictions on trade. The 
central desideratum is to insultate the 
Indian economy from the spread effects 
of international inflation. 

For the present and may be for some 
more time, it is necessary to place an 
embargo on the exports of commodities 
which are scarce and which enter into the 
wage-goods basket. Exports of food arti¬ 
cles, and of process materials which enter 
into the manufacture of food articles, need 
to be severely restricted. We may men¬ 
tion that barring tea, spices and cashew- 
kernels, the exports of all the other food 
articles, of oilseeds, crude animals and 
vegetable materials, need to be regulated; 
the export of sugar as also of tea and 
coffee may have to be restricted. 

What should be the policy regarding the 
use of exchange reserves? The February 
1974 memorandum had suggested that free 
reserves should be about 50 per cent of 
value of imports. Reserves serve a number 
of purposes: (1) they enable the country to 
tide over lags in the foreign trade process, 
(2) they provide a backing, though not 
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legally, for the supply of money, (3) they 
strengthen the exchange-rate and prevent 
actual or potential speculative flights of 
exchange and of capital, (4) they serve as 
a fund for sudden contingencies in regard 
to the need for large-scale imports, say of 
foodgrains, and defence materials, and 
(5) they enhance the international credit- 
worthness of the country. Taking these 
objectives we do not think that the cur¬ 
rent level of free exchange-reserves is ex¬ 
cessive. 

forward purchases 

The authorities may however use 
Rs 500 to 600 crores worth of reserve 
above the 50 per cent ratio, for (a) 
forward-purchase of oil, and grains; 
(b) serving as a cushion for some borrow¬ 
ings in the international market, and (c) 
investment in well-chosen international 
portfolios. We recommend the formation 
of a consortium of our financial institu¬ 
tions as an ‘International Investment Cor¬ 
poration’ whose object will be to make use 
of a portion of the reserves for appropriate 
balanced investments in portfolios of 
foreign governments, foreign financial 
institutions and foreign investment com¬ 
panies. The yield obtained on such 
investment will be a useful source of 
additional exchange. The above corpo¬ 
ration may also help Indian nationals and 
Indian firms through loans in their ex¬ 
change-needs investment ventures abroad. 

What should be the role of the public 
distribution system in the task of contain¬ 
ment of inflation? The February 1974 
memorandum’s suggestions are still in 
order. Except in regard to wheat this 
year, our stocks of critical wage-goods 
are not adequate to expand the coverage 
countrywide. The public distribution 
system’s coverage being so narrow and 
the supplies being so fluctuating no 
wonder that no negative relation between 
the issues through public distribution and 
the prices of foodgrains is perceived in 
econometric tests. On the other hand 
since recently there has been a heavy 
draft on the banking system for credit, 
and the stocks have been growing, current¬ 
ly amounting to about 19 million tonnes, 
the fear is that itself has been a contribu¬ 
tory element to the current inflation. A 
vast amount of currency has been pumped 
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into the rural areas, and part of the 
balances must have reconcentrated with 
rich farmers, traders or indigenous money¬ 
lenders. The organised financial institu¬ 
tions and even the cooperative movement 
has not been able to recycle even a part of 
these funds. There is therefore a great 
danger in building up of public stocks 
through the process of credit-expansion. 
One suggestion is that, henceforth, the 
finances for the public distribution system 
should be obtained through a special cen¬ 
tral surcharge on excises, and through 
agreement with the state governments, 
a levy on sales-tax revenues; the burden 
on each state may be partly adjusted 
after noting the extent of assistance it 
receives through the public distribution 
system. 

grain stocks 

What about the use of the ‘large’ grain 
stocks for purposes of expanding employ¬ 
ment? The total stock may amount by 
end of the rabi reason to about 21-22 
million tonnes. So far the highest amount 
distributed was in 1965-66 and 1966-67 
when the issues each year amounted to 
about 14 million tonnes. Since those years, 
population has expanded by nearly 12 
crores. There is no reason why crops 
should not fail; and for more than one 
successive year, as badly as they did dur¬ 
ing the middle 60's; we would think that 
a stock of about 16-18 million tonnes is 
an adequate buffer against the prospect of 
crop failure and for more than one year 
in succession. The rest of the stocks of 
between 4 and 6 million tonnes is available 
on a once-over basis as a source of supply 
to meet additional demands if a food-for- 
work scheme is adopted. The projects 
may have to be of one year gestation and 
the new employment may terminate in a 
year. Further there will be additional 
demand pressures on non-food wage-goods 
which are rather scare. 

Distributional channels will have to be 
built at or near project-sites. Assuming at 
a retail level the cost of say 3 million tonnes 
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of wheat is about Rs 750 crores, and that 
somehow the non-food wage-goods 
of Rs 570 crores or so and other mate¬ 
rials for projects will be provided, that 
at the wage-rate of about Rs 4 per 
day labour is available, and sufficient 
short term gestation period, low skill¬ 
intensive projects are available, about 11 
million person-years of employment can 
be provided. On the assumption of an 
income-velocity of about 5, the additional 
money required would be about Rs 360 
crores. (It is assumed that 40 per cent of 
the wage-outlays are corresponded by ex¬ 
penses of materials for projects) Over 
the year, the finance requirements would 
be of the order of Rs 1,820 crores. By 
working out in detail, the requirements of 
non-wheat wage-goods and of project- 
materials arranging for their supply, and 
by obtaining a sheaf of worthwhile short- 
gestation projects, we may use the grain 
stocks of about 5-6 million tonnes profit¬ 
ably in a work programme for about 11 
million person-years. The new Planning 
Commission may take up this as a chal¬ 
lenge. There has to be additional saving 
to the extent of Rs 1,170 crores which may 
be less to some extent if the consumption- 
savings multiplier is in operation. We 
are against the pumping in of additional 
money for this purpose. The crux of the 
challenge is the provision of this amount 
of extra savings. 

not in a huff 

We are emphasising the matching- 
savings part of the programme of the food- 
for-work scheme because unless careful 
thought is given to this, in a huff of im¬ 
patience and lack of economic wisdom, 
considerable deficit financing may occur 
with aggravating effects on inflation and 
with no significant contribution to output. 
It is necessary to integrate the above type 
of scheme with the recasted Plan which 
may begin from 1978-79. 

We now turn our attention to certain 
immediate changes in Plan priorities such 
that investment proportion in essential 
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wage-goods is drastically raised and the 
rate of growth of productivity thereof 
boosted. The planning process, as in 
vogue in India, has been a great source of 
disillusionment. Despite nearly three de¬ 
cades of planning, the position in regard 
to per capita availability of essential wage- 
goods has not shown improvement; this 
position has been actually worsening dur¬ 
ing the decade commencing with the six¬ 
ties. Unemployment among the educated 
and the functionally literate has grown 
phenomenally whereas no dent has been 
made on the problem of concealed un¬ 
employment in the rural areas. Except 
for the brief interregnum from September 
1974 to March 1976, the price level has 
been rising, actually galloping, during the 
seventies. Since inflation has been ram¬ 
pant and the per capita supplies of essential 
wage-goods has been deteriorating, there 
is every reason to believe that absolute 
poverty has increased since the 60’s and 
even during 70's. The proportion below 
the poverty-line, in all probability, has 
also been steadily going up. 

full employment 

In line with the Janata party's mani¬ 
festo, the new prime minister has com¬ 
mitted his government to the attainment 
of the goal of full-employment, as inter¬ 
preted under Indian conditions, and the 
abolition of destitution within a period of 
10 years. Removal of abject poverty and 
the provision of work for all can be con¬ 
sidered to be the long-term economic 
policy goal(s) of the new government. 
The prime minister has also stated that 
the required readjustments in the pattern 
of priorities in our Plans will be worked 
out and carried through. For the present, 
let us treat abolition of destitution and 
the attainment of full-(formal) employ¬ 
ment as a joint objective to be achieved 
integratedly and simultaneously. During 
the next few months the economic machine 
will have to be re-geared to achieve this 
joint objective. There are a number of 
administrative and organizational hurdles 
to be cleared. The remainder-components 
of the fifth Plan, now in process, have to 
be wholly reshaped. 

The fifth Plan, as is well known, had 
three objectives. These were, self-reliance, 
growth and social justice. The relative 
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weights for each of these three goals had 
not been spelt out. The goals of abolition 
of destitution and of employment growth 
had not been integrally woven into the 
structure of allocations and the pattern of 
priorities of the fifth Plan. The 20-point 
programme obviously included some 
efforts towards the eradication of the 
poverty of some specific sections in the 
community. But the big conflict between 
the long-term direction of the efforts of 
the fifth Plan and of the immediate and 
short-term objectives of the 20-point pro¬ 
gramme never got resolved. For example, 
the fifth Plan had locked up huge blocks 
of resources for the expansion of the 
heavy industry base of the economy. 

f core v sector 

Though, at the political level often the 
term ‘core’ sector was interpreted as in¬ 
cluding agriculture, in the fifth Plan docu¬ 
ment itself this was not the case. This 
becomes obvious in as much as the pat¬ 
tern of priorities of the draft fifth Plan 
and of the final fifth Plan was not very 
different, and the structure of outlays in 
these documents was not very different 
from that of the preceding five year Plans 
beginning from the second Plan. Besides, 
the fifth Plan's method of financing was 
heavily inflationary; in the 20-point pro¬ 
gramme, containment of inflation was the 
first point. 

There is therefore considerable fresh work 
to be done in the matter of the working 
out of the investment and commodity- 
wise input-output implications of the new 
priorities. A traverse from one structure 
of objectives to another structure is not 
easy, particularly as a major redeployment 
of resources will be required. Since the 
new government is committed to the 
joint objective as stated earlier, the 
traverse has to be accomplished, and as 
quickly as possible. The new efforts 
therefore will have to be in terms of for¬ 
mulation of a structure of ideas and of 
imposing this new structure on an existent, 
ongoing, but rather different structure. 

The redesigning of the priorities, if this 
has to help towards the attainment of the 
joint objective, has to follow the sequence 
as given below: 

i) A major shift has to take place in the 
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pattern of investment in favour of agri¬ 
culture, forestry, fishing and animal 
husbandry. The emerging output-com¬ 
position of the economy, year by year, 
has to be visualised as connoting an 
increasing absolute and relative share of 
the above items in total output. The final 
outputs, and inputs-materials produced by 
agriculture and the closely related sectors 
have to grow, in the years ahead, for a 
decade at least , at a minimum rate of five 
to six per cent, roughly about 2£ times 
the present rate of growth of population. 

Massive investments is required in (a) 
irrigation, major, medium and minor, (b) 
rural electrification, (c) livestock and dairy 
development, (d) infrastructure in roads 
and transport-media, warehouses, com¬ 
munication channels, flood-control and 
drainage facilities etc., and (e) social infra¬ 
structure like primary and basic (including 
adult) education, higher-education outlets 
like supplies of agricultural and veterinary 
graduates, rural health and sanitation, 
rural water-supply, educational and 
training facilities consisting of libraries and 
craft-centres. Currently private and public 
sector net investment in and on agri¬ 
culture is about four per cent of the value- 
added thereof. 

redesigning priorities 

Whereas in industry, particularly 
corporate industry, the total net invest¬ 
ment has varied between 40 per cent 
and 100 per cent of the value-added in 
it, nearly 60 per cent of the finance has 
come from outside financial sources. The 
redesigning of priorities must imply a 
minimum of 45 per cent of investment 
allocation towards agriculture and closely 
related lines. The plough-back as a share 
of value-added must be raised to about 
15 percent to 20 percent; given an in¬ 
tegral investment-output ratio of about 
3:1, the average growth-rate in agriculture 
and related lines will eventually go up to 
above six per cent per annum, as compared 
to the current average rate of growth of 
about two per cent to 2.5 per cent per 
annum. 

ii) Among ‘industries', emphasis has to 
be placed upon a faster rate of build-up 
(and absorption) of fertilisers and of 
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organic manures, pesticides, agricultural 
implements and tools. 

iii) Since the supplies of inputs from 
agriculture would be growing at a rate 
faster than is the case hitherto, non-agri- 
cultural wage-goods depending on agri¬ 
culture, like food-processing, cloth, edible 
oils, paper, matches, other forest-based 
products, etc. will have to be given the 
needed priority. 

iv) Apart from the above, there are 
wage-goods not in any major way depend¬ 
ing upon agriculture, but nevertheless im¬ 
portant in the cost of living, like soap, salt, 
kerosene, reading materials and accesso¬ 
ries, cheap building materials, common 
drugs and chemicals, etc. which have to 
get suitable priority. 

irrelevant assumptions 

If the economy had unlimited foreign 
exchange resources, if all round develop¬ 
ment was not one of the goals, and if 
planning was to commence on clean slate, 
the development of above four types of 
activities, at a rate substantially faster 
than that of population, may alone have 
been adequate from the angle of attaining 
the joint objective. These three assump¬ 
tions are not relevant for India. Besides, 
there are considerable indigenous resources 
which can be absorbed in domestic 
development. Certain types of heavy 
or quasi-heavy industries supplying 
inputs for the development of the above 
mentioned four categories of wage-goods 
have been developed, and can be further 
developed on a functional basis. Among 
the industries which are ancillary to the 
development of wage-goods, but are only 
loosely related to the latter are, cement, 
steel, certain types of machine-building 
capacities, chemicals etc. Among these, 
cement and perhaps certain types of 
chemicals, are important in the required 
measure. Since transport and fuels are 
important economic overheads, coal and 
oil industries are also important again in 
the needed functional measure. The steel 
industry is also important but in the same 
qualified manner. 

But we must remember that in the 
past, Indian planning has been geared to 
development of heavy industry largely as 
an end in itself. The postulated growth 
rate in each of the Plans for the heavy 


industry sector has been autonomously, 
and not functionally, imposed. Naturally 
Indian plans have a high weightage of 
emphasis on heavy industry. What the 
wage-goods model requires is not the 
exclusion of heavy industry per se as such 
but the exclusion of these heavy industries 
and portions thereof, and of their levels 
and growth rates of growth of wage-goods. 
Some amount of steel and a positive rate 
of expansion of steel and such inputs 
are necessary concomitants of the wage- 
goods model. 

With wage goods as the central ‘end 
product*, the relative emphasis on new 
investments for the heavy sector would 
undergo a drastic change. A careful study 
of the Soviet development process and of 
our own experience reveals that a consi¬ 
derable segment of heavy industry outputs 
create mutual demands for each other. 
Provided foreign exchange and wage- 
goods for the workers in the heavy 
industry sector are given from elsewhere, 
the heavy sector can go on expanding at 
a high rate, such expansion nevertheless 
not being related, either today or 
tomorrow, to the production of wage- 
goods. 

receding goals 

High rates of growth of heavy- 
industry and very low growth rates of 
agriculture and related wage-goods have 
been a characteristic feature of the Soviet 
experience and of our own development 
process hitherto. At some stage in both 
countries, the goals of employment- 
expansion and poverty-eradication receded 
into the background; this was perhaps 
tolerable under Russian conditions but 
certainly not so in India. In India, grow¬ 
ing poverty is very much the cause of 
mal-development. Whatever has happened 
in the past, this must not recur in the 
future. Finally one might mention the 
specific requirements of the defence sector 
as of overriding importance. Similarly 
some emphasis on the development of 
predominantly export lines is necessary 


but, here again, exports are not an end in 
themselves. The development of the export 
sector must subserve the basic goal of 
the fulfilment of the joint objective. 
Exports procure the foreign exchange 
needed to speed up the time required 
for the above objective. That much is 
their importance and not more. 

The full implications of the above model 
of development is nothing else than an 
inversion of the existing model : A vast 
amount of detailed work at the planning 
level is required before the new structural 
relationships flowing from the joint objec¬ 
tive with the terminal date for its attain¬ 
ment can be worked out. The statistical 
material required in the above exercises 
is available. 

resourc* mobilisation 

The new model of development has 
implications for the pattern of resource 
evolution from the centre to the states. 
It has also certain corollaries in terms of 
methods of resource-mobilisation. The 
budgetary processes at the centre and 
the state levels will have to undergo 
considerable modifications. Drastic 
changes are also of course required in the 
pattern of decision making. The new 
model decentralises the avenues of deci¬ 
sion-making since millions of farm-units 
at the village level will be vitally involved 
in the development process. At present, 
the nerve-centre happens to be at Delhi 
and other metropolitan centres. A large 
number of new developmenl centres radia¬ 
ting development impulses and spread 
effectfe will emerge. It would be great 
help if a new concrete plan embodying 
the above ideas spells out also the location 
impact of the development process. One 
great advantage of the new model is 
that the relevant employment coefficients 
of the new pattern of investment is higher 
than under the existing arrangements; so 
too is the value added component per 
unit of capital. Thus, we will be obtaining, 
as the new model unfolds, more employ¬ 
ment and more output per unit of 
incremental effort. The new model, the 
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wage-goods model, would yield a higher 
rate of growth of output and employment 
per given savings to income ratio, than 
does the conventional model, the western 
model, now in vogue. 

In any long-term development process 
in India some control over population 
growth is very important. The methods 
of obtaining this control require consi¬ 
derable care but the goal of obtaining a 
quasi-stationariness in our population, at 
about 700 million by about the early 80's 
should be emphasised. Open and concealed 
unemployment both are symptoms of 
abject poverty. By increasing the supplies 
of wage-goods period by period, at a 
faster rate than hitherto, and faster, 
much faster, than population growth, the 
planning process makes it possible for 
the new activities to *suck out’ labour 
from the pressed areas. The labour thus 
sucked out is ploughed back for new 
investments and new lines of production 
in essential wage-goods. The entire process, 
like a virtuous circle, feeds upon itself. 

pattern of investment 

Every Plan has a pattern of investment- 
allocations. It has a pattern of input- 
output interdependence. It has a specific 
labour-deployment sequence. It has a 
matching programme of exchange savings 
and liquidity supply as well as a scheme 
of incentives. Finally, and not the least 
important, it has a pattern of distribution 
arrangements. AH these eight facets com¬ 
pose a consistent model. To work out 
such a model oriented to the joint-objec¬ 
tive is the major economic challenge of 
the New Planning Commission. 

We have outlined above the type of 
shift in planning emphasis that is required 
if the joint objective is to be attained. 
Since the new model depends consider¬ 
ably upon savings, fiscal and monetary 
policies will have to be redesigned to 
obtain, period by period, a rising saving 
to income ratio. This requires virtually a 
revolution in fiscal and monetary manage¬ 
ment. And this process must be achieved 
in the context of either a stable or falling 
price-level. An overall ceiling on the 
growth of money supply by about five per 
cent average per annum follows as a 
corollary. 

The following is a summary of the 


suggested short-term plan of action to 
Salt the rising trend in prices and to 
reverse it. 

1. The government must announce a 
target-norm of a reduction in the price 
level from the current figure of 182 in end 
March 1977, by about 10 per cent or by 
about 18 points, over the next two 
financial years. 

2. Over the current year, 1977-78, the 
stock of money should be reduced by about 
five per cent in the light of the feasible 
growth-rate of output of about three per 

cent during the current year; this would 
enable prices to be brought down by 
about four to five per cent over the year. 
The contraction is to be achieved through 
(a) a reduction in net bank credit to the 
government sector by Rs 750 crores, (b) 
limitation of credit expansion, over the 
fiscal year 1977-78, to industrial-com¬ 
mercial sector to about Rs 1,000 crores, 
(c) limiting monetized new exchange- 
reserves over 1977-78 to about Rs500 
crores, (d) an expansion in time-deposits 
by about Rs 1500-1750 crores and (e) an 
increase in net impounded deposits by 
about Rs 250 crores. For 1978-79, the 
growth rate in money supply should 
be targetted at two to three per cent less 
than the expected feasible growth-rate in 
real output, as perceivable around end 
of 1977-78. 

3. The fiscal-operations of the public 
sector must make a sizeable contribution 
to the goal of a reduction in money supply 
by a budgetary surplus. We must achieve 
an ex-ante budgetary surplus on the com¬ 
bined operations of centra] and state 
governments, as reflected in the reduction 
in the net bank credit to the government 
sector, by about Rs 500 crores, or as 
reflected in the conventional figure of 
overall balance, by a surplus to Rs 750 
crores. 

4. A five per cent across-the-board cut 
in all disbursement of central and state 
governments during 1977-78 amounting 
perhaps to about Rs 22,000 crores, would 
yield a saving of Rs l v 006 crores. A 10 
per cent cut in non-essential items, includ¬ 
ing curtailment or postponement pending 
reconsideration of the large outlays 
earmarked for the heavy industry sector, 
would yield an extra saving of about 
Rs 250 crores. 


5. A reduction in the subsidies currently 
amounting to about Rs 1,000 crores, with 
a 50 per cent cut in export subsidies. 

6. Fresh tax efforts of about Rs 500 
crores by both central and the state 
governments, no reduction in minimum 
income-tax exemption limits, no reduction 
in tax-rates on higher incomes. Henceforth, 
all reliefs should be conditional upon 
reinvestment of released amounts for 
savings in specific channels. 

7. Net market-borrowings of the 
governments should be reduced by Rs 250 
crores. 

8. The continuance of the CDS with 
some reductions in rates of compulsory 
collection for groups with annual emolu¬ 
ments below Rs 3,000 and groups between 
Rs 3,000 to Rs 5,000; the temporary 
withholding of further repayments; the 
continuance of the CDS for income-tax 
payers, with, again, temporary withhold¬ 
ing of repayments; 25 per cent of the 
dividends to be funded during 1977-78 in 
the form of compulsory deposits. 

9. A ceiling of about six per cent on 
the expansion of bank credit to the 
industrial-commercial sector over the 
1977-78 fiscal year; thus not more than 
Rs 1,000 crores would be the incremental 
funds available to this sector during 
1977-78. 

10. Financing of additional stock- 
purchases by the Food Corporation 
through surcharges, on central excises and 
a levy on $ales-tax revenues of state 
governments. 

11. An 8-point interest-policy consisting 
of, (1) abolition of ceiling on lending 
rates, on dividend rates and on interest 
on company deposits, (2) a hike in the 
bank rate by two percentage points, (3) 
upward movement of deposits rates and, 

(4) the rates on small savings, and also of 

(5) prime-lending rates by ]£ to two per¬ 
centage points, (6) a drag-up of yields on 
government securities by three to five per¬ 
centage points, to reach a level of between 
nine to 10 per cent, (7) treasuary bill rate 
to move up and to be made equal to the 
average of the call money rate of the last 
months, and (8) abolition of all interest 
subsidies; the drawbacks to be considered 
by a separate National-Interest-Snbsidy 
Commission. 

12. Following six macro-guidelines in 
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regaitf to credit-management: (i) 
Medium-term, revolving and long-term 
credit, and investment in government 
securities be reduced to the proportion 
of time-deposits to monetary resources; 
(M) Short-term borrowing by industrial- 
commercial sector should not exceed 
30 per cent of the ratio of inventories to 
value-added; (iii) Discouragement, by 
penal rates, of revolving loans; (iv) 
Government borrowing not to be under¬ 
taken during busy season; (v) Term- 
lending financial institutions should be 
prohibited from access to the RBI; (vi) 
Non-bank financial institutions should 
not enter the call market, and commer¬ 
cial banks should not enter into the 
market for treasury bills. 

13. Firm-by-firm credit scrutiny by the 
RBI should be done away with; the RBI 
to confine itself to overall policy matters 
in regard to credits. 

14. Following measures to boost 

savings; (i) Additional tax-relief for 
household-savings in prescribed forms; 
(ii) Tax-relief to retained profits of busi¬ 
ness concerns; (iii) Floatation of 10-year 
tax-free, principal-and-interest-index- 
linked loans from the rural areas through 
gold-plated bond-medallions. The interest 
will be 12£ per cent. Rs 300-500 crorcs 
can be mobilised per annum through 
this source; (iv) Complete tax-relief to 
savings in the form of increments in 
provident funds and increments in special 
categories of deposits, and in savings in 
the form of bond-medallions and in 
contractual-savings categories, (v) 50 per 
cent of the bonus of all categories of 
workers above prescribed minimum 
amount to be lodged with respective 
companies, or enterprises, as a contribu¬ 
tion to the special deposits of the concern. 
These deposits should be insured and 
both the amounts and the interest amount 
should be .freed from tax liability; (vi) 
50 per cent of the emoluments of emp¬ 
loyees drawing a salary of more than 
Rs 3,000 be treated as deposits (also 
insured) for the enterprises in which they 
are serving. > 

15. Exchange-dealers converting 
exchange into rupees should lodge 50 per 
cent of exchange-remittances in blocked 
deposits, carrying a special interest rate; 
both amounts and the interest being 


index-linked and tax-free; a higher rate 
of conversion ratio for those portions of 
exchange which are held in the form of 
blocked amounts. 

16. Four guidelines on trade policy; 
continuation of export quotas, which are 
flexible, continuation of import quotas, 
again flexible; free imports of gold, no 
free floating rupee; managed floating as 
of now, with some discretion to fix official 
exchange-rates. 

17. Embargo on export of food articles 
and other necessary wage-goods. 

18. Rs 500 to Rs600 crorcs exchange 
reserves to be used for forward-purchases 
of oil and grains and for serving as a 
cushion for some borrowings in the inter¬ 
national market and for investment in 
well-chosen international portfolios. The 
formation of an International Investment 
Corporation through consortium of 
financial institutions, to look after the 


investment portfolios; the rest of the 
reserves to be kept for normal purposes. 

19. The use of 4-6 million tonnes of 
grains out of the existing stock for pro¬ 
moting employment through a food-for- 
work scheme; the scheme being integrated 
with the new Plan to be recast since it 
involves need of about Rs 1,200 crores 
of matching extra-savings. 

20. Preparation work on a new wage- 
goods model plan to begin from 1978-79. 
with drastic alterations in the structure of 
plan priorities; about 45 percent of the 
net investments to be allocated to agri¬ 
cultural and related lines so as to ensure 
a minimum of five per cent to six per cent 
rate of growth in agricultural output. 

21. Immediate steps to initiate a consti¬ 
tutional amendment placing on upper 
limit of five per cent an the annual rate of 
expansion in money supply as described 
below. 


The Fullmangal Rule 


The most important long-term recomm¬ 
endations in the economists’ memorandum 
submitted in February 1974 to the then 
prime minister was that there should be a 
ceiling of five per cent on the annual rate 
of growth of money supply. The modus 
operandi of the far-reaching proposal was 
not outlined. The political climate and 
the official economic opinion then was not 
very conducive, if not hostile, to receiving 
favourably the above recommendation. 
Fortunately the political climate has turn¬ 
ed turtle and the changes occuring in the 
stewardship of the economy’s key posi¬ 
tions gives some room for hope that the 
recommendation may merit some attention. 
But it is ultimately public opinion that is 
the master. In what follows, we have 
suggested the insertion of a new clause in 
the Constitution implying the incorpora¬ 
tion of a new directive of state policy. 
We give below (1) a brief preamble, 
(2) the text of the suggested amend¬ 
ment to the Constitution, and (3) an 
explanatory note on the suggested amend¬ 
ment. These three are complementary. 
Thereafter, we have adduced some 
notes on (a) constituents of money 
supply, (b) the factors responsible for 
the contraction and expansion in money 


supply, (c) the implications of the ceiling, 
(d) the mechanics of how a scheme 
can be worked out, and (e) a reply to 
some possible objections. 

Preamble: The effect of incorporating 
the following clause in our Constitution is 
that the Indian economy will forever 
be freed from inflation and the consequent 
mal-effects on the economy, in the form of 
maldistribution, social injustice, disincen¬ 
tive to savings, frictions in industrial rela¬ 
tions, discouragement of exports, etc. 
This suggestion was contained in the 
memorandum of more than 140 econo¬ 
mists from more than 50 universities and 
research institutions submitted to the 
then prime minister in February 1974. 

We shall term this rule as the FULL¬ 
MANGAL Rule, the term, FULLMAN¬ 
GAL being an acronym made up of 
appropriate letters from the following, 
Five percent Upper Linear Limit on 
Money's Annual Growth-rate as per Law. 

Amendment : (i) The suggested addition 
to Part IV—Directive Principles of State 
Policy: 43-A: The state shall keep the 
goal of attainment and maintenance of a 
reasonable stability in the level of prices 
as a chief end of its monetary, fiscal. 
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production, investment and public distri¬ 
bution policies, and, in order to attain 
this end, shall conduct its monetary and 
fiscal operations in such a manner that, 
over every successive five-year period, the 
annual average of the financial-yearly 
rates of growth of money supply shall not 
exceed five per cent. 

Explanatory Note on the Suggested Addi¬ 
tion of 43A to Part IV: In the Indian 
economy, most of rural producers market 
only a small portion of their crops and 
also depend upon cash-purchases in the 
market for part of their consumption 
needs. Real wages of agricultural labour¬ 
ers, who constitute the predominant por¬ 
tion of labour in the economy, are admit¬ 
tedly low; besides there is a large body 
of workers in rural areas engaged in 
crafts, trade and services who also are 
adversely affected when prices go up. In 
the urban sector, there is sizeable unor¬ 
ganised labour in industry, in trade and in 
services. Thus for the bulk of the labour 
force in the Indian economy there is no 
automatic adjustment by which, when prices 
go up, money emoluments are increased. 

effects of inflation 

Inflation thus tends to turn the 
distribution of real income against the 
majority of the producers and workers in 
the Indian economy. It reduces the real 
purchasing power of their meagre cash 
holdings, and since 100 per cent neutrali¬ 
sation does not occur, and whatever 
neutralisation is so after a lag, it reduces 
their real wages. Inflation also adversely 
affects the savers, who invest in various 
sorts of financial assets like bank deposits, 
small savings, life insurance policies, provi¬ 
dent fund etc. On the one hand, their 
real emoluments are reduced and on the 
other their assets appear to shrink in real 
purchasing power. Inflation also encourag¬ 
es hoarding of scarce commodities and 
in smuggling of gold. Investment in social¬ 
ly unproductive channels tend to become 
popular, thus contributing to erosion in 
tax collections. The external value of the 
rupee is also adversely affected. 

It is for these reasons that the then 
government of India undertook measures 
during 1974 to contain inflation; since in¬ 
flation has again raised its ugly head from 
March 1976 onwards, the prime minister 


of the new government which has come 
to power in March 1977 has expressed 
his party's commitment to price stability. 
The threat of inflation, however, is a 
perennial one. Inflation arises because of 
the injection of money purchasing power 
at a rate in excess of the growth rate in 
supply of wage-goods. Such injection of 
excess purchasing power is a result of 
monetary and fiscal policies. It is neces¬ 
sary to protect the majority of the com¬ 
munity, which consists of workers, and 
the partially employed, against the ravages 
of inflation. One of the sovereign reme¬ 
dies against inflation is to place a statutory 
ceiling on the annual rate of growth of 
money supply. After some deep delibera¬ 
tion on this issue, the economists of the 
country, in their memorandum on a 
policy to contain inflation submitted to 
the prime minister in February 1974, 
arrived at a figure of an average of five 
per cent per annum over five years as a 
feasible ceiling on monetary growth under 
current Indian conditions. The economists 
also suggested an appropriate pattern of 
production and public distribution arrange¬ 
ments in regard to essential wage-goods. 

The suggested clause thus embodies a 
wide measure of consensus among more 
than 140 economists in the different uni¬ 
versities and research institutions of the 
country. The measure suggested has been 
under wide discussion among economists 
in different parts of the world now for 
more than four decades. The Indian 
Constitution will become a unique docu¬ 
ment with a built-in effective guarantee 
for social justice, thrift and inter-temporal 
equity, if this clause is adopted. The 
clause is also timely as there is every 
possibility, in its absence, of the Indian 
economy being dragged into the world¬ 
wide inflationary spiral. 

some Issues 

In the following we have outlined a 
few notes on the issues touched by the 
clause. The stock of money consists of 
(a) currency with the public, (total cur¬ 
rency excluding cash on hand with banks) 
and (b) deposit money with the public 
consisting of net demand deposits with 
banks and ‘other deposits* with the 
Reserve Bank of India. Money is a liability 
of the banking system (the Reserve Bank 
of India and the commercial banks). 


Grow* of monetary and quasi-money 
liabilities of the banking system depend 
upon (A) the rate of growth of bank- 
credit to the government sector, (B) 
the growth of bank-credit to the indus¬ 
trial-commercial sector (including public 
enterprises) and (C) the growth of foreign 
exchange reserves of the banking sector. 
The rate of growth of money is obtained 
by the deduction from (A+B+C) of (D), 
the growth of time-deposits plus the 
growth of impounded-deposits. 

growth of bank credit 

Growth of bank-credit to the govern¬ 
ment sector depends upon the yearly size 
of the budgetary deficit, including in the 
latter (i) the excess of government’s dis¬ 
bursement on revenue and capital accounts 
over the receipts on both the accounts, 
excluding from the receipts, funds obtained 
from the banking system and from the 
disbursements, funds returned to the bank¬ 
ing system; (ii) funds obtained by sales to 
the banking system of the government 
sector’s holding of securities; (iii) the 
variation in the cash balances of the 
government sector over the year. 

It is customary in India to calculate the 
deficit by including in receipts (i) the 
receipts through borrowings from commer¬ 
cial banks and excluding (ii) and (iii). 
The RBI’s estimate of net bank credit to 
the government sector approximates to (i) 
above. 

Growth of bank credit to the industrial- 
commercial sector depends upon the 
growth in that portion of the working 
capital deficit of the industrial-commercial 
sector that is covered by loans from the 
banking* system. 

The growth of exchange reserves of the 
banking system depends upon factors like 
surplus on trade and invisibles, including 
exchange-remittances. 

The deficit of the government sector 
depends upon the size of the tax and non¬ 
tax revenues and foreign aid, and the ex¬ 
tent of borrowing from the non-banking 
institutions and households. This, of 
course, given the disbursements. The 
latter depends upon the scale of govern¬ 
ment sector’s expenditures. 

The overall ex ante deficit cannot be 
precisely calculated as of now. This is 
because the central government’s budget 
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Between 1961 and 1971 and perhaps around mld-70's the proportion of 
people below the poverty line went up rather steeply . Part of the 
explanation Is that Inflation hits the lower strata more adversely than 
the upper strata , 


is independent of the state governments’ 
budgets, which are all independent of 
each other. Besides, there are unforeseen 
expenditure-commitments and commit¬ 
ments which are only dimly perceived. 
The ex-post deficit is generally larger 
than the ex-ante deficit. 

At present, what is % not covered 
otherwise is covered by resort to the 
banking system. Besides, net market 
borrowings are kept quite large. 

bank credit to govt. 

There is no statutory limit on the 
extent of net bank credit to the govern¬ 
ment sector, ex-ante or ex-post . The 
decisions to incur expenditures are taken 
at ministerial and departmental levels 
without reference to the overall deficit. 
Even at the time of the budget debates, 
discussion centres round individual taxes 
and rarely on the monetary impact of 
budgetary operations. The effects of deficits 
in causing the price level to go up are 
generally diffused over several interests, 
of whom the members of the organised 
sector are partly protected. The inflation 
reduces the real purchasing power of the 
disadvantaged and the lower strata which 
is hardly noted. 

For example, between 1961 and 1971 
and perhaps around mid 70’s the propor¬ 
tion of people below poverty-line went 
up rather steeply though the relative 
proportion of people in different nominal 
expenditure groups remained almost 
constant. Part of the explanation is that 
inflation hits the lower strata more 
adversely than it hits the upper strata. 
This has been attested by a number of 
studies. 

The suggestion to place a ceiling of five 
per cent on the average of the annual rate 
of growth of money supply over a 
successive period of five years permits 
some flexibility in growth of money supply 
in each fixe-year period, in every year, 
the authorities have to keep the perspec¬ 
tive of the next 5 years. Governments, 
institutions and businesses know roughly 
how much of credit they can expect from 
the banking system in the next five years. 
Since the overall monetary growth is thus 
constrained, determined efforts will be 
made to tap other sources of liquidity and 
finance. In each firm, expenditures will 
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be determined on the basis of strictest 
economy. Governments too will think 
hundred times before embarking on 
doubtful ventures and committing them¬ 
selves to finance any proposition on 
purely non-economic grounds. Hard 
decisions on price fixation, subsidies, 
initiation of new projects, relief schemes, 
programmes of transfers etc will now be 
taken per force. Capacity-wastage will 
be reduced; and business perquisites will 
be subject to greater scrutiny. Corrup¬ 
tion too will get considerably reduced 
as the facility of easy resort to the banking 
system has been one of the contributory 
factors in this respect. 

best use 

Thus the ceiling will promote the best 
use of available resources, apart from 
establishing the prospect of continued 
price-stability. Savings will be naturally 
boosted and since part of the high interest 
on loans represents the adjustment for a 
steady rate of inflation, the money interest 
rates in tbc organised sector may even 
paradoxically come down. 

The rule will have to be implemented 
by the authorities, who consist of the 
Reserve Bank of India and the Finance 
ministry of the government of India. 
The Finance ministry frames the budget 
of the government of India and borrows 
from the Reserve Bank of India through 
treasury bills and ‘market loans’; it can 
also sell securities to the Reserve Bank 
who can buy them as part of ‘open market 
operations’. Though ways and means 
advances are given to the state govern¬ 
ments, the Reserve Bank can regulate 
these advances within strict limits. What 
it cannot so far regulate is the net bank 
credit from itself to the government of 
India. In so far as commercial banks are 
concerned, they do participate in lending 
to the governments in the latter’s pro¬ 
gramme of ‘market loans’. There are 
statutory obligations on commercial banks 
to keep a portion of their assets in the 
form of government securities; besides, 
these securities serve as collateral for loans 
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from the Reserve Bank. However, the 
Reserve Bank can regulate the loans from 
the commercial banks to the governments 
if it can permit yield rates to go up and 
if it can also use to the hilt its powers to 
vary the cash and other ratios of the 
commercial banks. Since we live in a 
planned economy, the implementation of 
the Rule will require co-ordinated and 
not conflicting policies between the govern¬ 
ments and the Reserve Bank of India. 

Under existing law, the Reserve Bank 
can, if it has freedom to allow yield rates 
to move up, regulate the volume of bank 
credit to the industrial-commercial sector. 
There are some sensitive segments like 
public enterprises, Food Corporation of 
India, the export-trade, the cooperative 
credit movement, small scale industry and 
agriculture etc, whose dominant borrowing 
interests would feel aggrieved when the 
volume of bank credit has to be regulated 
as per the rule. But the separate problems 
of those groups will have to be solved 
through means other than general inflation. 

national credit council 

Th? implementation of the rule will 
require the constitution of a national 
credit council under the joint aegis of the 
Reserve Bank and the Finance ministry, 
with representation to the Planning Com¬ 
mission, the state governments and 
interests of industry, big and small, agri¬ 
culture, trade, labour, deposit-holders and 
one or two academic economists. The 
council must meet at least twice a year, 
once three to four months prior to the 
central budget and a second time three 
to four months after the central budget; 
the council will chalk out in its December 
meeting, an ex-Me quantitative credit- 
target for the economy as a whole; in the 
July meeting it will resurvey the target in 
the light of the budgets and the process of 
growth of time liabilities, exchange 
reserves etc. Broad directions regarding 
allocations will be worked out. The credit 
council will also have indicative five-year 
sequence of targets. 

Are there any special drawbacks of the 
may 13, 1977 



rule? Since the ceiling-rate is above the 
experienced average growth-rate of the 
economy, and a five-year adjustment 
period is given, contingencies are taken 
into account. Income-velocity changes 
are not very large to upset the effects of 
the rule. All studies indicate that the 
demand for money is not statistically 
higher than unit-elastic both with respect 
to absolute and per capita real income. 
The flexibility implicit in the rule provides 
for currency drains to and from rural 
areas. 

One consequence of the rule is that 
interest-rates will be largely governed by 
market-forces and captive-markets for 
loans will disappear. The objection that 
the prevalance of interest rates on saving 
deposits may imply an automatic result of 
a minimum growth in the bulk of demand 
liabilities at the same rate as interest on 
savings deposits can be overcome by mak¬ 
ing savings deposits less like money and/or 
by a stipulation that all interest will be 
automatically credited to fixed deposits 
amounts. Finally the operation of the 
rule will not be upset by the ebb and flow 
of remittances from abroad. The trans¬ 
formation of reserves into money can be 
easily regulated under Indian conditions. 

Chinese pattern 

We may note that China is supposed to 
have put into operation some such rule 
since, according to western economists 
who visited that country, the price level 
has been falling in that country. The 
structuralists' case for fundamental changes 
in the Indian economic system is not upset 
by the rule, which is strictly neutral in its 
impact on ideology. The rule protects 
the savers, the workers and the poor; it 
also protects the very young and the retir¬ 
ed and the old. It provides a healing 
touch to the vast masses who have been 
adversely affected by inflation during the 
last two and a half decades. It strengthens 
the financial status of the scholars, the 
teachers, the servicemen, and the universi¬ 
ties. The rule promotes self-help, hard- 
work, thrift, charity, whilst strengthening 
the weak, the small and the poor. Thus 
both the sources of growth and the ends of 
social justice are helped. Thus it is a most 
socially auspicious rule, because it buries 
inflation once and for all. 
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Fund faces some problems 

and creates more 


E. B. Brook 


The International Monetary Fund can fulfil expectations only by mobilising 
more OPEC surpluses . It will maintain Its credibility only by watching Its 
steps while dealing with debtor countries . 


The men most responsible for international 
funds have been meeting in Washington 
to reach agreement on replenishing the 
coffers of the International Monetary 
Fund, Like all other funds, the IMF 
reserves run short of cash at times. The 
latest depletion has been caused by the 
massive and painfully negotiated loans 
to Britan and Italy and the depletion has 
been serious. 

The Fund has to be made up quickly, 
largely because a whole line of other 
countries in Asia, southern America, 
Africa and southern Europe is approach¬ 
ing the IMF’s doors for replenishment 
of their funds. Many of them have reached 
a point where they are not only unable 
to repay any of the IMF loans but have 


the International Monetary Fund for 
funds—or more funds—which it is difficult 
for the Fund to find or to discover sponsors 
for. The IMF’s long-standing problem is 
how to raise funds to be able to meet these 
national requests, at least in part, without 
anxious emergency measures which always 
give financial world affairs the appearance 
of an eternal crisis. The ten major 
industrial countries of the IMF and the 
20-member IMF interim committee have 
heard from the managing director, Dr 
Witteveen, the results of his negotiations 
for a special facility worth $16 billion, 
half to be raised from the OPEC group 
and half from industrialised creditor 
countries. If this plan fails the IMF may 
be driven to meet its most urgent requirc- 


also conscious of the fact that oil wealth 
does not last for ever; that before 1990, 
at the latest, their sources may have been 
exhausted as world suppliers—a fact of 
which the USSR is also belatedly becoming 
conscious regarding both its oil and its 
natural gas. 

There is also a distinct difference between 
member states of the IMF about the 
purpose and working of the Fund. This 
was founded at Bretton Woods in 1945 
immediately after the war to help preserve 
the now defunct system of fixed exchange 
rates. It is generally agreed that the Fund 
is needed to help countries meet payments 
crises without resorting to protection 
and other means damaging to their trade 
partners. But, so far, what the IMF has 
been pbliged to concentrate upon is 
getting countries back into balance as 
quickly as possible. 

the US view 
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not enough money to pay the interests 
they have contracted to pay on some of 
their loans. Not unretnarkably in these 
circumstances, these states are also unable 
to raise money on the commercial 
markets. 

Compared with the detailed attention 
given to making the military defence of the 
non-communist world as safe as possible 
there has been as yet no adequate collec¬ 
tive action to protect its more exposed 
financial and economic areas. What has 
been described as “a system of collective 
monetary security” has still to be achieved; 
so that, from time to time, nation after 
nation in dire financial distress, comes to 


ments by raising a multi-billion dollar 
loan from commercial banks. 

The IMF's task in finding a solution to 
its financial problem would be easier if 
the OPEC states were more certain as 
lenders since several other offers of help 
arc contingent on the oil-rich picking up 
the responsibility for covering a substantial 
part of the IMF’s credit requirements. 
Within OPEC there is not a little diffe¬ 
rence of opinion as to how far OPEC 
should make itself responsible for others’ 
financial necessities; none of the oil-rich 
forget that they were not rich themselves 
until their liquid gold became or was 
forced to be more valuable. They are 


The Americans has stressed the need to 
hasten reduction of the aggregate of the 
payments imbalance in the world 
generally. The IMF, they argue, alone 
can do this since commercial bank lack 
the inclination and the necessary power 
“to impose restrictive covenants on 
sovereign governments.'" 

This absolute priority of reducing world 
debts does not appear logical to many 
debtor countries, including the British. 
These wish that the IMF give its greatest 
attention and help not to reducing the 
grand total of debt but to assisting 
economic growth and, by this means, to 
help in reducing world unemployment 
and building within individual nations a 
greater ability to begin paying off some 
of their own debts or, at least, to save 
them the necessity of sinking further into 
debt. Many IMF members-and especially 
those who owe money in massive sums— 
see the IMF's principal role in supporting 
constructive economic growth, reducing 
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worklessness and ensuring a more disci¬ 
plined increase in trade liberalisation. 

One hard-core deficit that is multi¬ 
national and in no sense national is the 
140 billion deficit between the rest of the 
world and the middle east oil producers. 
The deficit has become a serious obstacle 
to world economic recovery. The IMF 
aims to get better-off countries, such as 
the USA and West Germany, to lend it 
substantial sums of money so that it can 
aid the worst-hit nations. But Washington 
wants to link longer-term arrangements 
for containing the deficit with “a major 
expansion in the part to be played by the 
IMF in operating the international 
financial system in the years ahead". There 
is danger in this idea in that it could 
enable the small group of countries that, 
because of their wealth and lending-power, 
dominate the Fund to exert an excessive 
measure of control over the economic 
policies of the rest- industrially developed, 
developing and still under-developed. 

The IMF’s scheme to create a special 


fund of up to S16 billion provided by its 
better-off members to be held in credit 
to relieve the considerable pressure on 
debtor countries may lead to pressure on 
them to pursue restrictive policies at home. 
While the success of this IMF scheme 
would go some way towards mitiga¬ 
ting the effect of the oil countries’ 
huge surplus, arrangements of a much 
more enduring kind are needed to put 
additional foreign exchange at the disposal 
of the oil-consuming countries if the 
baleful influence of the oil-states’ huge 
surplus is to be curtailed in any manner 
that looks like being permanent. 

As ongoing collective oil deficit could 
become an instrument for pressuring 
debtor countries world-wide. They could 
be forced to shape their economic 
policies in accordance with the ideas and 
requirements of those in charge of the 
machinery for keeping them supplied with 
loans—a type of enlargement of the role 
of the IMF inspectors in Britain towards 
the end of last year. 


It was not the debtor countries in east 
or west that torpedoed the Bretton Woods 
system of stable exchange rates, but the 
Americans by suspending the convertility 
of the dollar. The IMF now needs not 
only to get to grips with the problem of 
debts and of the huge oil-states’ surplus 
but also with that of “hot money’* and 
the competive devaluation caused by the 
onward march of floating rates. 

Debtor countries especially and every¬ 
where must beware that the usefiil aid 
that comes in times of great difficulty 
from the IMF does not turn into a power 
to interfere with member countries* 
economic affairs. There are today many 
threats to national sovereignties; the 
IMF’s approach to would-be borrowers 
that they should conform to the ideas 
of IMF lenders could be a dangerous 
interference—already seen in its dealings 
with Italy and Britain—with a nation's will 
that could lead to resentment and even 
to conflict. 


Jap watches and cameras: mass 

production plus quality 


The wide diversification of Japan's Industrial production end exports Is one 
of the major factors accounting for the strength and resilience of the 
Japanese economy , especially in international trade . Here , the Mitsubishi 
Corporation, in the April issue of its Tokyo Newsletter 1 describes the 
dynamics of two of Japan's many growth industries—Watches and Cameras . 


Japan exported during 1976, 21,280,000 
watches and 6,290,000 cameras. These 
figures represent roughly 10 per cent and 
20 per cent respectively of the total world 
demand for watches and cameras. The 
percentages would rise if only high grade 
products were considered, it is evidence 
of how highly the world rates Japan’s 
timepiece and camera industries. 

Japan's timepiece industry suffered a 
crushing blow in World War II but began 
to revive rapidly from about 1950 when 
domestic demand started to grow. Watch 
production, in particular, recorded an 
exceptional average annual growth of 


28 per cent in the five years from 1956 
through 1961. 

Various reasons are given for this rapid 
expansion of domestic demand. Firstly, 
an enormous latent demand was built up 
during the roughly ten blank years after 
the war. Secondly, the improvement of 
income levels caused demand to spread to 
agricultural worker and the younger gene¬ 
ration. Thirdly, the thinking that watches 
are valuables and luxuries changed to the 
thinking that they are durable consumer 
goods, fashionable articles, and accessories. 

On the manufacturing side, Orient Watch 
Co Ltd and Ricoh Watch Co Ltd were 


established to join the fipld in addition to 
K. Hattori Sc Co Ltd (SEIKO) and Citizen 
Watch Co Ltd which had been in business 
since before World War II. By around 
1955, the assembly line mass production 
system had been established. As a result, 
quality, performance and precision 
improved and the cost was brought down. 
In addition, new products were developed 
to stimulate wider demand. 

Around 1961-62, domestic demand 
Table I 


Production of Watches In Japan 


Year 

Output 
(in 10,000 
pieces) 

Value 
(in million 
dollars) 

1971 

2437 

300 

1972 

2546 

338 

1973 

2805 

439 

1974 

3237 

5S5 

1975 

3023 

577 
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which had been climbing rapidly beg&n to 
slow down in proportion to the rise in the 
diffusion rate* Around this time, how* 
ever, almost all Japanese brands had 
reached the international level in both 
quality and performance. Some watches 
were even superior to high-quality foreign 
brands.. Furthermore, cost-cutting through 
rationalisation had made Japanese watches 
internationally competitive price-wise. 
Exports mounted swiftly after 1965, and 
in 1973 Japan became the world ? s second 
ranking watch maker in terms of produc¬ 
tion and exports, after Switzerland. 

As for clocks, the growth of domestic 
demand reached a high level from around 
1967. Clock exports, too, became brisk, 
and production rose rapidly. Today, 
Japan has surpassed West Germany, which 
used to be known as the world’s foremost 
clock-making country, and produces more 
clocks than any other country. 

The full-scale production of cameras in 
Japan began after World War II. Up to 
then, the camera industry depended to a 
large degree on the military demand. It 
produced only a limited volume for civilian 
consumption, and then mainly for export. 

In the days immediately after the war, 
the camera industry had strong overtones 
of a cottage industry. The abundance of 
manpower in those days made the work of 
assembling cameras relatively easy. Thus, 
a large number of newcomers entered the 
industry, particularly at the time of the 
Korean war. In the peak year of 1953, 
there were more than 80 camera manufac¬ 
turers in Japan. But in the following year, 


twenty niakers went bankrupt, and in 19$5 
ten more closed down. Today, there are 
about 40 still in business. 

From around 1960, camera manufac¬ 
turers began to adopt mass production 
methods, a process which helped to con¬ 
solidate the foothold of the big makers. 
Backed by this mass production set-up, 
the makers began to push exports from 
around 1965. As a result, the export ratio 
which in 1955 was down to 30 per cent 
picked up strongly and exceeded the 50 per 
cent level around 1965. It was around this 
time that Japanese camera exports exceed¬ 
ed West German camera exports. 

As for the production set-up, the 
Japanese timepiece industry differs from 
that of Switzerland in that it has adopted 
the integrated mass production method. 
This is one of the factors behind the surg¬ 
ing growth of the Japanese industry in the 
era of electronic timepieces. The fact that 
the production scale per company is large 
means that timepiece production in Japan 
is concentrated in a handful of companies. 
If the electronics makers which recently 
entered the timepiece industry arc excluded, 
the number of Japanese timepiece manu¬ 
facturers total only four. 

In Switzerland, the method followed is 
that of brand makers assembling parts 
which they purchase from parts makers 
who concentrate in producing only parts. 
It can be said that this set-up hindered 
Swiss makers from effectively switching to 
meet the demands of the new era, that of 
the electronic timepiece. 

A similar situation prevails in the pro¬ 


duction picture of docks. Although known 
as the king of clockmakers, even the 
biggest West German maker produces 
only several hundred thousand clocks per 
month. In Japan, makers sometimes turn 
out a million pieces in a month. Japanese 
manufacturers are even now rapidly 
expanding their production facilities 
further. 

Although not as extreme as in the time¬ 
piece industry, the concentration of pro¬ 
duction prevails also in the camera 
industry, with the five major companies 
accounting for more than 50 per cent of 
the total Japanese production. 

quality products 

The Japanese makers arc concentrating 
on high-quality products. This trend is 
particularly strong in the camera industry. 
West Germany is concentrating on the 
production of the lens shutter camera 
whereas Japan is concentrating on the 
focal plane shutter camera which is said to 
rank one rung higher in quality. Of 
Japan’s total production, 60 per cent 
consists of focal plane shutter cameras. 

It was this difference in the type of pro¬ 
duct which enabled Japan to gain the 
position of the world’s top camera country. 

There is, however, another aspect to this 
story of timepieces and cameras. The 
belief that cameras and watches are expen¬ 
sive valuables is fading away and demand 
for them is spreading among the low-age 
group. There have emerged on the market 
watches and cameras which are aimed 
specifically at the low-age group. These 
items stress fashionableness and casual¬ 
ness. The pin lever ordinary watches 
made in Hong Kong and South Korea are 
particularly popular in Japan and their 
imports arc rising steeply. These articles 
arc regarded by the young as a second and 
third watch whose use they determine 
according to time, place and occasion. 

At the same time, the popularity of 
Swiss watches, whose image as high-quality 
imported goods remains firm and steady, is 
deeply rooted among the Japanese. Thus, 
the import of Swiss watches and of British 
and American cameras have approximately 
doubled in quantity in the past five years. 

The development of new products is 
being vigorously pursued in Japan. A 
digital watch which uses a 35mm film for 


Table II 


World Demand for Still Cameras and Japanese Output 


Year 

Japanese 
output 
(in 10,000 
units) 

World 
demand 
(in 10,000 
units) 

Percentage 
(2) to (3) 

Japanese 
output 
in value 
(million 
dollars) 

World 
demand 
in value 
(million 
dollars) 

Percentage 
(5) to (6) 

1 

2 

3 

4 

5 

6 

7 

1974 

73 6 

2839 

26 

521 • 

892 

58 

1975 

736 

2775 

27 

538 

911 

59 

1976 

796 

2977 

27 

605 

1029 

59 

1977 

(Estimate) 

825 

3036 

27 

662 

1097 

60 
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tiw plate has made its appearance, truth innovations have spurred the trend towards mass production set-up. These endeavours 
now, ceramic was used, but the use of interlocking and systematization of media- have greatly helped the progress of Japan’s 
35mm film reduces greatly the manufac- nisms. This is the trend towards znodula- timepiece and camera industries. With 
turing process. tion of parts in order to achieve greater respect to some types of cameras and 

The development of new products is also rationalisation of production. watches, the exports of Hong Kong, 

active in the camera industry. The produc- The timepiece and camera industries in Taiwan and South Korean products are 
tion of cameras with automatic exposure Japan are pushing forward with the expanding • rapidly. However, Japan's 
mechanism has been going on full-scale rationalisation of their production systems international competitiveness will .remain 
since around 1972. Recent electronic within the framework of an ever-expanding strong for some time to come. 
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1 do not know why any- 

body should shed tears over Mr Siddartha 
Shankar Ray losing to Mr Brahmananda 
Reddy in the contest for the presidentship 
of the Congress party. Mr Ray was 
undoubtedly one of the sinister phantoms 
of the emergency. Enough has been hinted 
<at by his pwn partymen to justify the 
suspicion that he was among the evil 
counsellors who took it upon themselves 
to. master-mind the Indira regime's 
Oaderene rush. In contrast, Mr Brahma¬ 
nanda Reddy was merely one of the more 
ridiculous clowns of the emergency circus; 
he was always being caught with his pants 
down. That congressmen should have 
chosen such a character to lead them out 
of the crisis is an indication perhaps that 
they have ceased to take either themselves 
or their party seriously. In any case, the 
fact that Mr Raghuramiah was one of the 
vociferous opponents of Mr Reddy was 
easily a point in favour of the latter. In 
serving three generations of the Nehrus, 
which is what he has been boasting of, 
Mr Raghuramiah has deteriorated only 
less fast than those generations have done. 
For long trying to find his level, he 
succeeded at last when he began grovelling 
at the feet of Mr Sanjay Gandhi. 

What may cause us concern, however, is 
that Mr Reddy should have been elected 
as a candidate of Mrs Gandhi. The lady, 
quite clearly, has not even stooped to 
conquer. Equally clearly there are large 
numbers of people in the party who, 
even after what has happened, are pre¬ 
pared to throw in their lot with her and 
gamble on her return to power at some 
not-too-far-distant date. Surely this should 
make the Janata leaders sit up and take 
notice. So far they have been so busy 
planning to demolish the Congress 
governments in nine states that they seem 
to have given no thought at all to destroy 


Mrs (Sandhi's power base in the county. 
On the contrary, the super-leaders among 
them seem to be going out of their way 
to make things easy for her. When Mrs 
Vyayalakshmi Pandit fondly explained 
that Mrs Gandhi was after all her niece 
and Mr Sanjay Gandhi, consequently, 
his grand-nephew, she was only stating 
flesh-and-blood facts, however unpalat¬ 
able. But, what are we to make of Mr 
Jayaprakash Narayan confiding to some 
caller that he too regards Mrs Gandhi as 
his niece? This relationship, surely, is 
pure fiction. “Uncle me no uncle" said 
“Old John of Ghaunt, time-honour'd 
Lancaster". I strongly feel that Mr 
Jayaprakash Narayan has far less reason 
to concede kinship. This is not a laughing 
matter. Time is on the side of Mrs 
Gandhi and her associates and accom¬ 
plices in crime. At the rate the central 
government is moving or not moving 
against them, the last laugh will undoub¬ 
tedly be theirs. 

Amidst all that fuss 

this much is clear. Mr Jatti met Mr Beg 
after the supreme court had announced its 
order on the “assemblies dissolution" 
case and the acting president himself had 
signed the proclamation dissolving the 
state assemblies. There was therefore no 
question of the acting president attempting 
to influence the chief justice or through 
him his fellow-judges so far as the subs¬ 
tantive verdict on the case went. It cannot 
therefore be said in fairness that Mr Jatti 
was abusing his official position and 
trying to Interfere with the course of 
justice. Was the acting president guilty of 
other, even if lesser, improprieties in 
meeting the chief justice during the time 
the judges were considering detailed judg¬ 
ment after already having announced the 
order? Mr Justice P.K. Goswami, as 
solemn as an owl, has gone on record 


was good erioufcbit© 
tell him and the other judges who? had 
: heard the case that, when the ; acting 
president saw the chief justice, "there was 
mention of this pending matter during the 
conversation”. A statement issued by an 
official of the Supreme Court on behalf 
of the chief justice allows by implication 
that “there was mention of this pending 
matter during the conversation”. 

What precisely was the 

nature and content of this “mention"? 
According to the statement issued on behalf 
of the chief justice, “Mr Jatti had only ex¬ 
pressed a desire that the reasons of the 
court's judgment be made known before 
May 7". Apart from this, Mr Jatti, accord¬ 
ing to Mr Beg, did not “utter a single 
word" about the constitutional crisis. Now 
if Mr Beg had accurately described what 
had passed between him and Mr Jatti in this 
respect, it follows that Mr Justice Gos¬ 
wami is a person who shudders too easily. 
It would surely be hypercritical to read 
sinister intent into Mr Jatti’s request that 
the judgment might be delivered before 
May 7, especially as, at the time of 
making the order, the chief justice had 
indicated that the bench would state the 
grounds for its decision on May 6. 

Mr Jatti, perhaps, was only trying to 
ensure that there was no delay. Whether 
this matter was important enough for him 
to have placed himself and the chief justice 
in a position which, if misunderstood, 
could cause embarrassment to both is 
open to debate. Mr Jatti evidently thought 
that it was. For taking this view and 
acting on it, he has paid the price by 
provoking a controversy over his way of 
conducting himself, when it is supremely 
important for him that he should avoid 
controversies of a personal nature. As for 
the chief justice, having thought it neces¬ 
sary to tell his colleagues that “there was 


ivi 
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mention of this pending matter during the 
conversation", he should surely have 
explained that all that the acting president 
said was that the reasons for the court's 
judgment should be made known before 
May 7. In which case, Mr Justice Goswami 
would have been 
spared that un¬ 
necessary chill in 
the spine. 
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Incremental Reserve 
Ratio of Banks 

The Reserve Bank of India 
has extended ‘until further 
notice' the incremental reserve 
ratio of the scheduled commer¬ 
cial banks, reemphasising the 
need for the continuance of the 
credit curbs on the banks. 
The incremental reserve ratio- 
impounding of 10 per cent of 
demand and time liabilities of 
scheduled commercial banks— 
was imposed effective from 
January 14 and was intended 
to have a time span up to April 
1. However, the Reserve Bank 
extended the curb up to April 
29, ‘in view of the continuing 
need for regulating the lendable 
resources of the scheduled com¬ 
mercial banks and maintaining 
restraint on the expansion of 
bank credit.’ This current ex¬ 
tension ‘until further notice’ 
is decided after ‘taking into 
consideration the current com¬ 
fortable liquidity conditions in 
the money market and in view 
of the continued need for regu¬ 
lating the lendable resources of 
the banks consistent with the 
policy objectives of restrain¬ 
ing inflationary pressures. 

IFCI Bonds 

The Industrial Finance Cor¬ 
poration of India has decided 
to augment its resources by a 
fresh issue of bonds for Rs 18 
crore at six per cent (1987), 
according to an official release. 
The bonds are fully guaranteed 
by the union government as to 
repayment of principal and 
payment of interest, and are 
approved securities under the 
Indian Trusts Act, the Insu- 
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ranee Act and the Banking 
Regulation Act. 

The bonds will have a matu¬ 
rity of ten years and will carry 
interest at six per cent a year, 
The issue price will be Rs 99 
for every Rs 100 of the bonds 
applied for. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of March, 1977 the sixth 
month of the season 1976-77 
was about 796,000 tonnes as 
against 784,000 tonnes during 
the corresponding period of last 
season. This brings the total 
production during the first six 
months of the season 1976-77 
to about 4,180,000 tonnes as 
against 3,714,000 tonnes during 
the corresponding period last 
year. The off-take of sugar 
from factories during the 
month of March, 1977 was 
about 278,000 tonnes for inter¬ 
nal consumption and 89,000 
tonnes for exports as against 
about 314,000 tonnes for inter¬ 
nal consumption and 186,000 
tonnes for exports in the cor¬ 
responding period last season. 
The total despatches in the 
first six months in 1976-77 was 
1,835,000 tonnes for internal 
consumption and 276,000 ton¬ 
nes for export as against 
1,855,000 tonnes for internal 
consumption and 708,000 ton¬ 
nes for exports during the cor¬ 
responding period last season. 
The Jotal closing stock of 
sugar with the factories as on 
March 31, 1977 was about 
2,906,000 tonnes as against 


2,357,000 tonnes on the same 
date last season. 

Bokaro Steel Progress 

Bokaro Steel has earned the 
distinction of being the unit to 
export for the first time HR 
plates and coils to Indonesia 
and Kenya. First export order 
to the USA for the HR coils 
was completed in April 1977. 
Total despatches against this 
order to the USA was 17,114 
tonnes. Bokaro Steel Plant 
achieved all time high records 
in the production of gross coke, 
ammonium sulphate, pig iron 
and hot rolled coils, sheets and 
plates during the month of 
April 1977. 164,537 tonnes of 
gross coke, 2,228 tonnes of 
ammonium sulphate, 150,896 
tonnes of pig iron, and 67,134 
tonnes of hot rolled coils were 
produced in the month. In 
addition 186,839 tonnes of sin¬ 
ter, 186,839 tonnes of hot 
metal, 89,083 tonnes of ingot 
steel and 77,754 tonnes of 
slabs were also produced. A 
total of 72,809 tonnes of sale¬ 
able steel was produced in 
April, 1977. Despatches dur¬ 
ing the month have been very 
high. 61,281.4 tonnes of pig 
iron, 33,892.8 tonnes for home 
sales, 27,388.6 tonnes for ex¬ 
port, 9,675 tonnes of slabs, 
29,651.3 tonnes of hot rolled 
coils, 30,406.3 tonnes of hot 
rolled plates and sheets were 
despatched. Total saleable 
steel despatched was 69,733.2 
tonnes—61,798.2 tonnes for 
home and 7,935 tonnes for 
export. 

Trivani Structurals 

For the first time since its in¬ 
ception in 1965, Triveni Struc¬ 
turals Limited has registered a 
nettptofit of Rs 26 lakhs during 
the financial year 1975-76. The 
total production by this public 
sector enterprise under the 
department of heavy industry 
was valued at Rs 6.75 crores 
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during that year. The produc¬ 
tion performance of the unit 
was so good that it exceeded 
the targeted production by 205 
tonnes. Triveni Structurals 
Limited was set up in Jnue 
1965 ' in collaboration with 
M/s Voest of Austria for the 
manufacture of steel building 
structurals, hydraulic gates, 
penstocks, storage tanks, pres¬ 
sure vessels, steel bridges, LD 
converters, heavy duty cranes, 
and hoists, etc. The plant 
has an installed capacity for 
the manufacture of 20,000 
tonnes of equipment per year. 
The company has since diver¬ 
sified both its technology and 
product base. It has develop¬ 
ed a capacity for several new 
products like radar towers for 
the Air Force, rigs for the 
ONGC, guy-masts for televi¬ 
sion and several other items. 

Major Projects 

During 1975-76, the com¬ 
pany completed many major 
projects including supply 
and erection of cylindrical 
gates to the Ramganga pro¬ 
ject, radial gates for export 
to Zambia and for installation 
in the Beas and Haldia pro¬ 
jects. High-head gates and 
radial gates are also being sup¬ 
plied to various other projects 
in the country. New stainless 
steel welding techniques were 
developed by the company and 
it has successfully completed 
the supply of stainless steel ves¬ 
sels to the Bhabha Atomic 
Research Centre and to the 
Fertiliser Corporation of India. 
It is now in a position to offer 
specialised consultancy services 
in the field of design and erec¬ 
tion of high towers and hydrau¬ 
lic structures of all types. 

According to projections pre¬ 
pared by the company, jits 
production is likely to he of 
the value of Rs 8.52 crores ip 
1976-77. Several high-yahle 
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items were taken up for manu¬ 
facture during this year. These 
included pressure vessels and 
heat exchangers, aerial rope¬ 
ways for hill areas, and effluent 
treatment systems for metropo¬ 
litan cities. The company is 
also exploring the possibilities 
of producing turn-key plants 
for processing industries, EOT 
cranes, industrial machines and 
equipment, besides the further 
development of welding techno¬ 
logy. 

Mora Funds for Rural 
Electrification 

The Rural Electrification 
Corporation has sanctioned 
another Rs 12.7 crores for 
electrification projects in 
14 states. The corporation 
approved 32 new schemes 
covering 1,737 villages. Under 
these projects it is proposed to 
energise about 11,200 irriga¬ 
tion pumpsets and 1,250 small- 
scale agro-based industries in 
the rural areas. The new pro¬ 
jects also provide for over 
29,500 domestic and commer¬ 
cial connections and more than 
10,000 street lights in the rural 
areas. Of the new projects as 
many as 14 are meant for the 
socio-economic development 
of backward areas. The loan 
assistance for those projects 
exceeds Rs 5.85 crores. 

Loan Sanctions 

The corporation has sanc¬ 
tioned a rural electric coopera¬ 
tive project for Jammu St 
Kashmir costing over Rs 2 
crores. This will be the first 
such project in the state. A 
loan assistance of over Rs 1.81 
crore will be provided to the 
cooperative which will cover 
about 280 villages in the Samba 
tehsil of Jammu district. Ano¬ 
ther noteworthy feature of the 
new sanctions is the approval 
of four training centres for 
linemen, one each in Bihar 


and Haryana and two for 
Punjab. ’ The training centres 
will be located at Ranchi, Kar- 
nal, Ludhiana and Amritsar. 
A special loan assistance of 
about Rs 24 lakhs will be pro¬ 
vided for these training centres. 
The corporation has sanctioned 
a loan of over Rs 90 lakhs to 
the Maharashtra State Electri¬ 
city Board to meet the increas¬ 
ed expenditure on 12 electrifi¬ 
cation schemes on account of 
cost escalation. The Maha¬ 
rashtra. Board has also been 
sanctioned about Rs 6 lakhs for 
the extension of electricity to 
131 harijan bastis in the rural 
areas. 

Indo-German 

Collaborations 

Four hundred and thirteen 
Indo-German collaborations 
are.working in India at present. 
This is the result of the latest 
survey undertaken by the Indo- 
German Chamber of Com¬ 
merce: 37.2 per cent of these 
collaborations are located in 
Bombay/Poona, 15.5 per cent 
in New Delhi/Ghaziabad, 11 
per cent in Calcutta; 18 per 
cent account for industrial 
machinery (general); 13.8 per 
cent for the chemical and phar¬ 
maceutical industry and 13.8 
per cent for electrical 
machinery. 

Since 1957 as many as 840 
Indo-German collaborations 
have been sanctioned by the 
Indian * government. 623 
collaborations out of the 840 
went into production, and 413 
are still in existence. The 
balance either did not materia¬ 
lise or expired in the meantime. 

All Indo-German collabo¬ 
rations which had ever gone 
into production, that is 623, 
are listed in the new edition of 
the publication of the Indo- 
German Chamber of Com¬ 
merce: “Indo-German Colla¬ 
boration’*. 

This fourth edition of the 


compendium presents the 
factual position in respect of 
Indo-German collaborations as 
at the end of 1976. A total of 
623 collaborations have been 
listed in this volume, classi¬ 
fied into 11 broad industry 
groups. Whether they are 
technical and/or financial, and 
whether they are still in opera¬ 
tion or have expired, is also 
indicated, along with the pro¬ 
ducts manufactured under each 
collaboration. The year in 
which production commenced 
or is scheduled to commence, 
and where that is not known 
the year in which the collabo¬ 
ration was sanctioned by 
government of India, is also 
mentioned in almost all the 
cases. An alphabetical index 
of the Indian firms and another 
index of the German firms 
involved in these collaborations 
is given at the end. 

An introduction gives 
interesting up-to-date .figures 
on Indo-German collabora¬ 
tions. 

Priced at Rs 30 it is available 
both in English and German 
(for members one copy free on 
request). 

Economic Growth 
and Inflation 

For the period 1977 to 1984, 
the following economic growth 
rates have been predicted by 
‘Chase Econometrics*. USA 
(in brackets the rates actually 
achieved during 1964 to 1976): 
Japan 58 per cent (71 per 
cent); Italy 43 per cent (26 per 
cent); France 43 per cent (44 
per cent); Federal Republic of 
Germany 40 per cent (32 per 
cent); Netherlands 39 per 
cent (38 per cent); USA 37 per 
cent (21 per cent); Belgium 33 
per cent (41 percent); England 
20 per cent (17 per cent). 

Regarding inflation, the 
following rates in increase are 
predieted for 1977 to 1984 


(again in brackets the increase 
rates during 1964 to 1976) : 
England 150 per cent (139 per 
cent); Italy J33 per cent (114 
percent); France 110 per cent 
(86 percent); Belgium 98per 
cent (75 per cent); Japan 94 
per cent (112 per cent); 
Netherlands 88 per cent (83 
percent); Federal Republic of 
Germany 51 per cent (49 per 
cent); USA 50 per cent (63 per 
cent). 

Real Wages of 
Industrial Labour 

The real wages of industrial 
labour show a gradual, though 
uneven rise over the first two 
decades of the period of the 
Plans (1951-70). The rise was 
marginally greater than the 
increase in per capita real 
income. The reward of organis¬ 
ed labour thus more than kept 
pace with the improvement— 
slow as it was—in average 
national income. This is the 
conclusion of a study by Dr 
B.K. Madan, a noted econo¬ 
mist and chairman, Manage¬ 
ment Development Institute 
(MDI), New Delhi. The mono¬ 
graph published by MDI 
explodes the myth of the static 
or declining real wages of 
organised labour under plan¬ 
ning. A conclusion which the 
study underlines concerns the 
importance of a non-inflationary 
environment for significant 
improvement in the real earn¬ 
ings of workers. 

The earlier enquiries into the 
problem by the National Com¬ 
mission on Labour (1969) and 
a few individual scholars had 
been warped by a queer quirk 
that had crept into the analysis 
of trends in the real earnings of 
labour over the entire planning 
era through the use of a series 
of statistics which are found on 
examination to suffer from 
critical shortcomings for the 
purpose. The statistics are 
those collected under the Pay- 
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ment of Wages Act, 1936. 
Called into question in the 
study of Dr Madan is the un¬ 
questioned use of these statistics 
over such a long period for 
presentation of trends which 
are seen, in the result, to have 
been grossly distorted in the 
process. 

The study by Dr Madan 
attempts on the basis of alter¬ 
native and more Comprehen¬ 
sive data derived from the 
annual survey of industries and 
its predecessor, the census of 
Indian manufacturing relating 
to the earnings of all workers, 
to throw light on the trends of 
real wages of organised indus¬ 
trial labour during the two 
decades from 1951 to 1970. 
This has furnished the basis for 
the revision of the long-held 
belief that organised industrial 
labour missed sharing the 
benefits of planned economic 
development. 

Of particular significance for 
the economic prospect is the 
prognostication from past 
statistical trends disclosed in 
the study, that the average 
performance of the economy 
during the next couple of years 
or so, is likely to reflect a fairly 
strong uptrend, in real per 
capita income, productivity and 
real earnings of labour, which 
may have started from 1976. 
This conclusion is based on 
interpretation and projection of 
behaviour of certain series of 
data over the 20-year period 
under study and has no 
reference to the currents of 
short-term policy shifts. 

German Private 
Investment in India 

During 1976 German private 
investment in India increased 
by Rs 1.89 million. Since 1957 
altogether Rs676.14 million 
have been invested by the 
German private industry in 
in India, re-investment is not 


inculded. The major part of 
the investments have been in the 
branches of machine building 
industry, chemical and pharma¬ 
ceutical industry and auto¬ 
mobile industry. 

Amongst the Asian develop¬ 
ing countries, India ranks first 
regarding German private 
investment, and amongst the 
total Asian countries fourth 
behind Israel, Iran and Japan. ’ 

Fifteen Years of 
ESRF 

The Economic and Scientific 
Research Foundation (ESRF) 
has completed 15 years of 
research work. The ESRF in 
the past 15 years has brought 
out 44 studies. These cover a 
wide range of subjects includ¬ 
ing technological research, taxa¬ 
tion, productivity, exports, 
industrial finance, economic 
disparities, trade, entrepreneur- 
ship, etc. The ESRF has on 
its agenda subjects on rural 
development for study in the 
near future. At the conclusion 
of the annual general meeting 
of the ESRF held on April 22, 
1977, Mr M.V. Arunachalam 
took over as president from 
Dr Bharat Ram. 

Textile Exports to 
Russie 

A USSR delegation for 
textiles has struck a deal with 
the cotton mills in this country 
for the purchase of cotton 
fabrics worth seven crores rupees 
after setting the price. The 
Soviet delegation would agree 
to increase the price by between 
two and five per cent in case of 
various categories of cloth- 
over the January contract rate 
although the mills pressed hard 
for a rise of 10 to 20 per cent 
in view of steep escalation of 
costs. The quantity involved is 
IS million metres which with 
the earlier purchases completes 
the quota fixed for textiles in 
bilateral trade agreement. The 


shipment period is spread 
between May and September. 
The USSR could now be 
expected to re-enter the Indian 
market after September. 

Banking Commission 
Wound Up 

The Banking Commission 
appointed by the government 
on July 28 last year under the 
Charimanship of Mr Manu- 
bhai Shah has been wound up. 
The commission was set up to 
go into the question of restruc¬ 
turing the public sector com¬ 
mercial banking system. It 
was to submit its report by 
July 31 this year. Mr Shah 
resigned the chairmanship of 
Commission on February 10, 
1977. 

The government had an op¬ 
portunity to examine whether 
the commission could be con¬ 
tinued with its present terms of 
reference. On a consideration 
of all aspects, government 
have decided that it would be 
better to wind up the Com¬ 
mission. As regards the evi¬ 
dence and other material col¬ 
lected by the commission so 
far, they will be processed in 
consultation with the Reserve 
Bank of India wherever neces¬ 
sary. Mr. N.K. Venkatachalam, 
member secretary of the com¬ 
mission will be appointed to 
the Banking Wing of the 
department of Revenue and 
Banking as an officer on spe¬ 
cial duty to proces the material!. 

Vanaspati Pricea 

The vanaspati industry has 
decided to eliminate all middle¬ 
men who do blackmarkcting 
and ensure that vanaspati is 
sold to the consumer at a fair 
{Trice. The manufacturers have 
also assured the government 
that they would maintain price 
stability through a strict watch 
over their distribution outlets 
and opening their own retail 
stores if necessary. 


The industry's assurance 
came in response to a call by 
the minister of Commerce and 
Civil Supplies, Mr Mohan 
Dharia to control vanaspati 
prices which had risen steeply 
in spite of the easy availability 
of raw materials and at stable 
prices. Mr Dharia had also 
expressed concern over the wide 
disparity between the price the 
consumer had to pay and the 
price at which the industry sold 
vanaspati to traders. 

The step proposed by the 
representatives of the Vanaspati 
Manufacturers* Association in 
the meeting with the minister, 
it is hoped, would discourage 
price manipulation at the 
dealers level and the diffe¬ 
rence between the dealers 
and manufacturers prices 
would thus be wiped out. 
To keep the government well- 
informed about the supply 
position of vanaspati manufac¬ 
turers have promised to submit 
the list of their dealers and the 
quantities supplied to them 
from time to time. To main¬ 
tain price stability over longer 
periods the industry has decided 
to review the prices every week. 
Steps to display prices at all 
levels would also be taken. 

HSL Exports 

The Hindustan Steel Limi¬ 
ted has bagged an order to 
supply 50,000 tonnes of hot 
rolled coils to the United States. 
This is the heaviest item to be 
manufactured in any steel plant 
in India and first of its kind to 
be introduced in the interna¬ 
tional market by .India. Hot 
coils each weighing about 16 
tonnes are being manufactured 
at Bokaro steel plant and the 
first shipment of 16,000 tonnes 
is expected to sail from here 
soon. Present order is to be 
shipped to the JJS within three 
months. Regular flow of orders 
from some more foreign coun¬ 
tries besides the United States 
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are also expected. Each tonne 
of this item will cost around 
Rs 1,600 in the US. 

Printing Prize for 
Tata Press 

Tata Press Limited, one of the 
leading printing presses in India 
equipped with the most modern 
machinery for composing and 
printing, has won 15 prices for 
excellence in printing in various 
categories at the All-India 
Printers’ Conference held at 
Chandigarh. The tally of Tata 
Press is the highest among the 
prize winners. It secured the 
largest number of first prizes — 
four in all-for multicolour 
calendars—Tata Services Limi¬ 
ted calendar; Children’s Books 
(English)—”Nala and Dama- 
yanti”; Books (english) “A 
Family in Goa”; and Maga¬ 
zines (weekly, fortnightly and 
monthly)—“Marg.” It bag¬ 
ged seven second prizes in the 
following categories: Letter- 
press—technical and commer¬ 
cial bulletins (multicolour); 
diaries; folders; catalogues, 
pamphlets and booklets; Offset 
—book jackets and book titles: 
annual reports (english—single 
colour); and catalogues, pam¬ 
phlets and booklets. The four 
third prizes secured by it were 
in the categories of letterpress 
—annual reports (english- 
multicolour); greeting cards and 
menu cards; offset books 
(english); and technical and 
commercial bulletins. 

Air Cargo Club of 
Delhi 

Air Cargo Club of Delhi 
was formed recently to pro¬ 
mote friendshjp and goodwill 
throughout the membership of 
the air freight industry, both 
nationally and internationally. 
It will also further the interest 
of all those engaged in the air 
freight industry by providing 
instructions to its members in 
matters relating to the indus¬ 


try; by lectures, film shows, 
debates, seminars or by any 
other appropriate means. It 
will foster closer relations 
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among all air freight transport 
professionals. It will protect 
and defend the professional in¬ 
terest of its members and of air 
transport. Mr B.L. Parashra, 
Cargo Sales-Manager—India 
Air-India, was elected the first 
president. 

Names in the News 

Mr M. Narasimhan has been 
appointed Reserve Bank 
governor. He has replaced 
Mr K.R. Puri who has been 
altowed to retire from the post 
at his request. Mr Narasimhan 
has been the secretary in the 
Banking department of ministry 
of Finance from Novcmb r 
1976. He was also secretary lo 
the RBI for more than a decade 
and a half. Mr Narasimhan 
was also chief of the South 
Asia division in the Interna- 
national Monetary Fund bet¬ 
ween 1960 and 1963. 

Mr J.R. Birla, president of 
the cement division of Birla 
Jute Mfg Co Ltd, has joined 
the board as a whole-time 
director of the company. 

Mr A. K. Rungta, has been 
elected president of Bharat 
Chamber of Commerce, Cal¬ 
cutta. He is chairman of Hind 
Wire Industries Ltd, managing 
director of West Bengal 
Scooters Ltd and director of 
several other public limited 
companies. 

Mr R.K. Swamy, chairman 
and managing director of 
R.K. Swamy Advertising Asso¬ 
ciates Pvt Ltd, has been unani¬ 
mously elected president of the 
All India Management Asso¬ 
ciation lor the year 1977-78. 

Mr J.C. Israni, managing 
director, Golden Dyes, has 
been elected president of 
Dyestuffs Manufacturers’ 
Association of India for the 
year 1977-78. 


On behalf of the President of India, the Director. Directorate of 
Purchase and Stores, Department of Atomic Energy, Bombay invites tenders 
as detailed below. 

1. DPS/PPED/ELE/434 due on 25.5.1977. Design, manufacture, 
testing, inspection, delivery, guarantee of Twisted PVC insulated solid 
copper-constomtan thermocouple extension cable as per ANSl-C 96.1 and 
as per Purchaser’s specifications. 

2. DPS'RRC/ELE/121 due on 1.6.1977. Design, construction, test¬ 
ing and delivery at site of flexible composite cable to he used for transmit¬ 
ting Powei and control signal to a mobile carriage as per Purchaser’s 
specifications. 

3. DPS/NAPP/PPED/PPF/50 due on 7.6.1977. Supply of stainless 
steel fittings as per purchaser's tender specifications. 

4. DPS/RRC/PPF/171 due on 14,6.1977. Supply of fabricated 
nitrogen valves as per purchaser’s tender specifications. 

5. DPS/PREFRE/PPF/61 due on 13.6.1977. Supply of seamless 
stainless steel cold drawn annealed and pickled finish plain at both ends 
pipes as per purchaser’s specifications. 

6. DPS/B ARC/MI A/10561 due on 14.6.1977. 2^-30 KW (3 K C/S), 
motor generator or solid state static converter type induction melting 
furnace to work on 400/440 V, 3 phase 51) C/S. C rucible 180 mm ID x 
300 mm height at temp, above 1400°C for melting copper alloys, etc. Qty. 

1 No. 

7. DPS/MAPP/ELE/73 duo on 27.5.1977. Design, manufacture, 
testing and delivery to site, of 11000 Volt grade. 50 Hz. Paper Insulated 
Lead Covered (PILC) power cables as per Purchaser’s specifications. 

8. DPS/TAPS/FAB/15 due on 10.6.1977. Manufacture and supply 
of C.W. Pump Diffuser as per Purchaser’s specification and drawing. Qty. 

1 No. 

DPS/HWP/EEQ/235 due cm 14.6.1977. Design, manufacture, supply 
and installation, testing and commissioning of 11 KV, 1000 KVAR Indoor 
type Power Factor Improvement capacitors and associated protective 
system. .1 No. as per specifications. . 

10. DPS/NFC/FAB/62 due on 15.6.1977. Rough machining, and 
final grinding of Extrusion Press ns per purchaser’s specification. Qty. 

2 Nos. 

11. DPS/NAPP/PPED/FAB/26 due on 3 J.5.1977. Manufacture and 
supply at Narora Atomic Power Project Site, Narora of Sliding Bearing 
Pads as per Purchaser’s specification and drawing. 

12. DPS/BARC (R-S)/RLE/53 due on 7.6.1977. Design, manufac¬ 
ture, testing, inspection, supply and delivery at site of 3 core 240 Sq. mm 
3.3 KV grade H.R. PVC insulated galvanised round wire armoured and 
overall PVC sheathed aluminium conductor cables as per Purchaser’s 
specifications, 

13. DPS/PPED/EF.Q/247 due on 13.6.1977. Design, manufacture, 
testing, supply of DC Motor Control Panels for Control of DC Hushing 
Oil Pump, DC lube oil pump and seal oil pump. .2 Nos., 2 Nos. & 4 Nos. 
respectively as per specification. 

14. DPS/B ARC/FAB/131 due on 13.6.1977, Design, preparation of 
shop drawings, fabrication, testing and painting A erection at centralised 
waste management facility at Kalpakkam of M S. Bulk Oil Storage Tank, 
as per Purchaser’s tender documents, Qty. 3 Nos. 

15. DPS/NAPP/PPED/FAB/27 due on 14 6.1977. Manufacture, 
inspection, testing, packing and supply of Clamping Barrel, Screw Gear and 
Racks as per Purchaser's specification and drawings. Qty. 6 sets. 

Tender documents priced Rs 25 each for items at S. Nos. 1 to 5; 
Rs 30 for item at S. No. 6; Rs 50 each for items at S. Nos. 7 to 10 and 
Rs 100 each for items at S. Nos. II to 15 and general conditions of con¬ 
tracts priced 50paise(except for items al S. Nos. 8, 10, II, 14 & 15) can 
be had from the Finance and Accounts Officer, Depa tment of Atomic 
Energy, Directorate of Purchase and Stores. 3rd floor. Mohatta Building, 
Palton Road, Bombay-400001 between 10 a.m. and 1 p m. on all working 
days except on Saturdays. Import Licence will be provided for items at 
S. Nos. 3, 4 & 5 only if the items are not available indigenously. Tenders 
will be received upto 3 p.m. on due dale shown above and will be opened at 
4 p.m. on the same day. The right is reserved to accept or reject lowest or 
any tenders in part or full without assigning any reasons. 
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COMPANY 

AFFAIRS 


Indian Bank 

The Indian Bank continued 
to maintain its forward thrust 
for the sixth year in succession 
under all major heads, resources 
mobilisation, sectoral credit 
deployment, geogiuphical 
coverage, income, profits and 
transfer to reserves. Deposits 
and other accounts in India 
and abroad rose from Rs 358.23 
crores at end 1975 to Rs 473.69 
crorcs at end 1976, and 
advances from Rs 243.81 
crorcs to Rs 344.66 crorcs. 
Aggregate deposits in India 
excluding deposits from banks 
rose from Rs 349.36 crores to 
Rs 455.74 crores, or 30.45 
per cent. Average deposits 
per branch rose from Rs 60.44 
lakhs to Rs 69.05 lakhs. Bank 
credit in India excluding due 
from bunks rose from Rs 235.69 
crores to Rs 334.75 crorcs, or 
42.13 per cent and average 
bank credit per branch from 
Rs 40.78 lakhs to Rs 50.71 
lakhs. Of the Rs 99.06 crores 
bank credit increase during 
1976, Rs 36.50 crores went 
for public food procurement 
< redit and Rs 20.55 crores for 
advances to the priorty sectors 
excluding the export sector 
and Rs 19.65 crorcs to the 
core sectors and mass consump¬ 
tion goods industries. 

Branch Expansion 

Branch network in the wes¬ 
tern, central, eastern and north¬ 
eastern parts of India was stre¬ 
ngthened to 194, against 139 at 
1975 end, and total branches in 
India rose to 660. The bank's 
total income rose to Rs 44.12 
crores, and the net profit after 
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tax to Rs 2.29 crores (Rs 1.24 
crores for 1975). A sum of 
Rs 1.68 crorcs has been trans¬ 
ferred to the reserve fund. 
C omplcttc provision has been 
madcJbr the actuarially assessed 
staff gratuity liabilities accrued 
up to 1976 end. 

The bank's paid up capital 
which stood at Rs 89 lakhs at 
the time of nationalisation was 
raised to Rs 2 crores in 1972 
by transferring Rs 1.11 crores 
from the reserve fund. In 
1976, the board further 
increased the paid up capital 
to Rs 3 crores by transferring 
one crore rupees from the 
reseVve fund. With the transfer 
of Rs 1.68 crores from the 1976 
profits, the reserves have gone 
up to Rs 2.16 crores, and the 
total of paid up capital and 
reserves have gone up to 
Rs 5.16 crores against Rs 3.48 
crores at end 1975. 

Rural Credit 

The bank continued to 
transfer resources to the rural 
areas in support of higher 
economic activity. The credit 
deposit ratio at the bank's rural 
branches stood at 116.77 
per cent as against 74.26 
per cent for all branches. 
Rural branches opened since 
July 19, 1969 showed in fact 
a higher credit deposit ratio 
of 137.35 per cent. The average 
credit per rural branch was 
Rs 15.76 lakhs and average 
deposit Rs 11.48 lakhs. 

Under the second phase of 
the Lead Bank Scheme a team 
of the bank's officers conducted 
during the year a detailed 


survey of the geographical 
characteristics, infrastructure 
facilities, occupational patterns, 
the economic potential and. 
the credit needs of the union 
territory of Pondicherry 
and drew up an action 
plan envisaging aggregate addi¬ 
tional credit deployment of 
the order ofRs 41.23 crores 
over a period of five years - 
1977-78 to 1981-82— under the 
primary, secondary and tertiary 
sectors, the projected addi¬ 
tional credit flow is expected 
to generate additional produc¬ 
tion of goods and services of 
the order of Rs 8 crores per 
annum at the end of the fifth 
year. 

Priority Sectors 

Credit plans for the other 
districts assigned to the bank 
are under various stages of 
completion and are expected 
to be placed before the respec¬ 
tive district consultative 
committees by July 1977. The 
bank had 186 branches in its 
nine lead districts with deposits 
and advances amounting to 
Rs 60.79 crores and Rs 46.92 
crores respectively at the end 
of 1976. Advances granted 
to the priority sectors (other 
than exports) at these branches 
amounted to Rs 30.47 crores 
at 1976 end, against Rs 24.52 
crores at 1975 end. 

The bank opened 82 branches 
in India during 1976 taking the 
total to 660. Fifty one of them 
were opened in rural and 
semi-urban centres and 31 in 
urban/metropolitan centres. 
During 1976 the bank opened 
branches in eight unbanked 
blocks in its lead districts and 
applied for licences for opening 
branches in the remaining 10 
unbanked blocks and it is 
expected that by the year 
end, there will be no unbanked 
blocks in any of the lead 
districts assigned to the bank. 


In fact the bank has applied 
for licences to open branches 
in 42 more unbanked blocks 
outside its lead districts, many 
of them in north India. During 
1976 the bank opened 14 mbit 
extension counters. 

Pfizer 

The total net sales of Pfizer 
Ltd for the year ended Novem¬ 
ber 30, 1976 amounted to 

Rs 39.3 crores as against 
Rs 33.9 crores in 1975. During 
the year, prices of some bulk 
drugs mostly supplied by the 
public sector undertakings were 
increased and as a result there¬ 
of, the government granted a 
marginal increase in the selling 
prices of formulations in which 
such bulk drugs :> e used. 

The net profit for the year 
was higher at Rs 2.36 crores as 
against Rs 1.67 crores in 1975. 
The improvement in the per¬ 
formance has been mainly due 
to the containment of inflation 
during the earlier part of the 
year. However, inflation has 
reappeared in the latter part of 
1976 and the inflationary trend 
is continuing currently. 

In September 1976, the 
government announced reduc¬ 
tion in the prices of eight bulk 
drugs. Cunscquential price 
reductions in the formulations 
of these products were also 
announced. As a result of 
this, prices of some of the 
antibiotics and vitamin formu¬ 
lations marketed by the com¬ 
pany have been reduced from 
January 1977. The impact of 
these price reductions as well as 
the upward inflationary trends 
may have an adverse effect on 
the company’s operating results 
for 1977. 

The company’s pre-tax pro¬ 
fit on formulations during 
1976 was almost half of the 
permissible rate of 15 per cent 
on sales turnover allowed under 
the Drugs (Prices Control) 
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Order 1970. Since the imposi¬ 
tion of the Price Control Order, 
the profitability of the com¬ 
pany has been showing a dec¬ 
lining trend. 

The company is engaged in 
diversified operations which 
include pharmaceuticals, chemi¬ 
cals, nutritional and health care 
products and agricultural and 
animal health products. 

Glaxo 

The board of directors of 
Glaxo Laboratories (India) 
Limited has allotted 36,00,000 
new equity shares of Rs 10 
each as bonus shares to those 
members of the company 
whose names stand on the 
register of members on 
May 5, 1977, in the propoition 
of one new equity shares for 
every two shares held. The 
board of directors has also 
declared an interim dividend on 
the equity shares of the com¬ 
pany at the rate of seven per 
cent, on the capital as increas¬ 
ed by the said allotment. The 
interim dividend will be pay¬ 
able to those shareholders 
whose names stand on the 
register of members on 
May 5, 1977. 

MIC0 

The board of directors of 
Motor Industries Co Ltd have 
recommended a final dividend 
of Rs 6 per share. Sales in 1976 
increased to Rs 531.15 million 
from Rs 512.13 million in 
1975. The profit for 1976, 
after depreciation and tax 
provisions, went up to 
Rs 24.99 million from Rs 23.79 
million in the earlier year. 
While the amount of profit for 
the year 1975 is arrived at 
after deducting the develop¬ 
ment rebate of Rs 3,418,000, 
there is no development rebate 
for the year 1976. The tax 
provision for the year 1976 is 
Rs 65 million as against 
Rs 58 million for the preced¬ 


ing year. The company s 
annual general meeting will be 
held on June 3, 1977. 

Usha Martin Black 

Usha Martin Black (Wire 
Ropes) Ltd has reported signi¬ 
ficant improvements in its 
working results during the year 
ended December 31, 1976, 

production, sales and profits 
all being substantially higher 
than in J975. Sales touched 
a new record of Rs 22.4 
crorcs as compared to Rs 16 5 
crores in 1975. While the 
profit before tax and deprecia¬ 
tion recorded a smart rise to 
Rs 1.40 crores from Rs J .37 
crores in the previous year. 
The directors have recommen¬ 
ded an equity dividend of 17.5 
per cent for 1976, which will 
absorb Rs 20.72 lakhs. 

The equily dividend of 13 
per cent declared for 1973 was 
paid to the extent of 11.5 per 
cent having regard to the 
Companies (Temproray Res¬ 
trictions on Dividends) Act. 
1974. In view of the recent 
clarification by the depart¬ 
ment of Company Affairs, the 
directors having decided to pay 
the balance of the 1973 divi¬ 
dend of 1.5 per cent to those 
equity shareholders whose 
names appeared on the regis¬ 
ters of members of the 
company on June 26, 1974. 

The company continues to 
be the largest exporter of steel 
wire ropes in the country. 
Export sales during the year 
was Rs 45 million f.o.b. 
against Rs 30 million f.o.b. 
during the previous year. New 
markets have been established 
and the range of the goods 
exported has also been 
widned. 

The company has received a 
letter of intent for establish¬ 
ing a new unit at Adityapur 
near Jamshedpur for manu¬ 
facture of 50,000 tonnes of 
wire rods annually. Necessary 


steps are being taken for 
implementation of this project. 
The company has also 
obtained permission of the 
central government for 
import of designs and drawings 
for the manufacture of 
machines for implementation 
of expansion of its Ranchi 
factory to manufacture 1300 
M/T annually of large 
diameter wire ropes for which 
the company holds a letter of 
intent. The company's appli¬ 
cation for COB licence to 
continue to manufacture 12,000 
M/T steel wires annually is 
still under consideration of the 
government. 

The company's proposes to 
issue 11.84,166 fully paid up 
equity shares of Rs 10 each as 
bonus shares in the proportion 
of one new equity share for 
every equity share held. Besides 
the company proposes to issue 
of 5,92.083 equity shares of 
Rs 10 each at a premium of 
Rs 2 per share as rights shares 
to the equity shareholders, 
89,585 equity shares ofRs 10 
each at a premium of Rs 2 per 
share to the company’s 
employees and 40,000 cumula¬ 
tive redeemable *C’ preference 
shares of Rs 100 each at par as 
rights shares to the preference 
shareholders. These issues 
are being made to meet a part 
of the finance required for the 
company’s proposed wire rod 
mill at Adityapur 

American Express 

American Express Company 
has reported record first 
quarter consolidated net earn¬ 
ings of $50.0 million, a gain 
of 54.9 per cent over the $32.3 
million for the first quarter of 
1976. Earnings for the period 
ending March 31 were 69 
cents a share, compared with 
45 cents a year ago. Consolida¬ 
ted revenues were $764.5 
million for the quarter, com¬ 
pared with $668.1 million for 


the year earlier period, an in¬ 
crease of 14.4 per cent. The 
company also announced that 
it will apply for listing on the 
New York Stock Exchange. 
The market value of American 
Express Company shares 
exceeds that of any other issue 
traded in the US over-the 
counter market. 

4 Thc earnings increase was 
a broad one. with the company 
showing strength across the 
board," Howard L. Clark, 
chairman and chief executive 
officer, told the annual meeting 
of American Express Company 
shareholders held ' recently. 
The meeting was Mr Clark’s 
17th and last presided over by 
him as the company’s chief 
executive. 

Shasun Chemicals 

The factory of Shasun 
Chemicals (Madras) Pvt Ltd 
at Madras was inaugurated 
recently by Mr P. Ramachan- 
dran, the union minister for 
Energy. The company is to 
manufacture essential drug 
chemical ‘Analgin’. Presently 

The Economist Intelligence Unit 
Ltd. 

London 

Just Issued: ITU Special Report 
No. 35 

Currencies in a Floating World 
by Malcolm Crawford 
How have companies tackled 
the problems arising from 
floating exchange rates? The 
development of the floating 
system and its effects on econo¬ 
mies and exporters arc analys¬ 
ed in this ELU Special Report, 
in which the author also 
provides a g lide to exchange 
rate forecasting and a view of 
how governments will see ex¬ 
change rate policy in the future. 

Price £41/- including airmail 
postage. In India Rs 625/-. 

Available from J. A. Shah, 
Exclusive Representative in 
India of the E1U, 67 Marine 
Drive, Bombay, 400020. Pay¬ 
ment by cheque in favour of 
“J.A. Shah” should accompany 
the order. 
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more than half of the require¬ 
ment is met by imports. 

The company has started been 
by the house of Shankarlal Jain 
and house of Cork Industries 
and backed by M/s Novochem 
Consultants, Hyderabad who 
have done extensive research 
in the field of basic drug 
chemical and whose efforts 
have made it possible to use 
sophisticated technology of 
‘Analgin’ in small scale indus¬ 
try and in private sector. A 
significant feature of the pro¬ 
ject is that the plant is made up 
of indigenous machinery and 
equipment, the know-how as 
well as the raw materials. 
This will be the first of its 
kind in the states of Tamil 
Nadu, Kerala and Karnataka. 
The company will go into pro¬ 
duction within a year from the 
date of incorporation. 

Alta Laboratories 

The Monopolies & Restric¬ 
tive Trade Practices Commis¬ 
sion has recommended for ap¬ 
proval by the central govern¬ 
ment the proposal of M/s 
Alta Laboratories Pvt Ltd, 
Bombay for the expansion of 
its capacities of aspirin and 
other salicylates subject to cer¬ 
tain conditions. The proposal 
relates to an application made 
by the company for substantial 
expansion of its capacities for 
praduction of salicylates at 
their exiising factory located 
at Khopoli, Bombay. 

The applicant company 
had submitted the proposal for 
the expansion of its capacities 
of acetyl salicylic acid, IP, 
i.e. aspirin (from 960 to 2000 
tonnes), salicylic acid IP (from 
600 to 1200 tonnes), sodium 
salicylate IP (from 420 to 840 
tonnes) and methyl salicylate 
IP (from 250 to 50.) tonnes). 
However, during the course of 
enquiry, the applicant company 
revised its proposals as a result 


of whLh proposed expansion 
in capacity was limited to 
acetyl salicylic acid (aspirin) 
up to 2,000 tonnes, and of 
salicylic acid IP upto 700 ton¬ 
nes and regularisation of the 
existing installed capacity for 
methyl salicylate (360 tonnes). 
For the implementation of 
these capacities, the production 
of technical and purified grades 
of salicylic acid was also pro¬ 
posed to be raised to 3,000 
tonnes as against the existing 
effective capacity of 2,040 ton¬ 
nes. The production of aspi¬ 
rin was proposed to be 
1,500 tonnes by 1979, 1800 
tonnes by 1981 and to the full 
capacity level of 2,000 tonnes 
in 1982 and that of salicylic 
acid IP was to be increased to 
the full capacity level of 700 
tonnes by 1979. 

The commission has recom¬ 
mended clearance of the 
revised proposal of M/s Alta 
Laboratories subject to certain 
terms and conditions. 

News and Notes 

The resorcinol plant of 
Hindustan Organic Chemicals 
Ltd a state enterprise at 
Kasa>ani near Bombay has 
gone on stream. Exculsivcly 
designed and developed by the 
company's R&D team, the 
plant utilises the waste liquors 
from the company's meta 
amino phenol plant to produce 
resorcinol. So apart from 
saving considerable foreign 
exchange and adding to the 
company's revenue, the plant 
will also go a long way in 
helping the company to solve 
its pollution problem. 

Teltex AG Instruments, 
Zurich, represented in India 
by Larsen & Toubro Limited, 
has introduced four new 
compact, fully solid-state digital 
measuring instruments. The 
12 mm 3-J- digit display counts 
to =±=1999. Standard power 
supply is 220 VAC while 100, 


117 and 240 VAC are optional. 
The working temperature is 
23°C; operating range is —10° 
to 60°C. 

The four new instruments 
are electronic digital ther¬ 
mometer for platinum resistance 
thermometers, electronic digital 
thermometer for ther¬ 
mocouples, digital milliohm- 
meter and digital ohmmeter. 

German Cargo Services, a 
newly established subsidiary of 
Lufthansa German Airlines, 
carried a live cargo of 24 ele¬ 
phants on its maiden flight 
from Delhi to Frankfurt on 
May 5, 1977. The service of 
a Boeing 707 freighter was 
chartered by Messrs Zoo Sen 
Sen of West Germany, 7'he total 
shipment weighed approxi¬ 
mately 25 Ions. 

New Issues 

Banswara Synfex Ltd is 
offering 8,78, 593 equity shares 
of Rs 10 each for cash at par, 
out of which 2,98,593 equity 
shares have been reserved to 
the promoters, Rajasthan State 
Industrial and Mineral Develop¬ 
ment Corporation. The re¬ 


maining 5,80,000 equity shares 
are now offered for cash at par 
to the public for subscription. 
The subscription list opens on 
June 6 and will close on 
June 16 or earlier but not 
before June 8. 

The company is setting up a 
spinning mill of 12,480 spindles 
for manufacture of synthetic 
blended yarn at Banswara, a 
notified backward area and the 
company will be entitled to 
concessional finance from 
financial institutions to the tune 
of Rs 2 crores. Construction 
work is making good progress. 
Commercial production is 
expected by January 1978. 

The demand for blended yarn 
is continuously on the increase. 
Moreover blended yarn is also 
preferred to cotton yarn 
because of its durability and 
easy care properties. 

Hence the company is assured 
of a fairly good future. Barring 
unforeseen circumstances the 
directors are hopeful of declar¬ 
ing a dividend to equity share¬ 
holders within a reasonable 
period. 


Dividend 

(percent) 

Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 

Muller and Phipps 

Dec. 

31, 1976 

11.0 

Nil 

Coimbatore Pioneer 

Dec, 

31, 1976 

12.0 

Nil 

Premier Construction Co. 

Dec. 

31, 1976 

13.33 

10.0 

Varadhalakshmi Mills 

Sept. 

30, 1976 

10.0 

7.5 

Same Dividend 

John Fowler (India) 

Dec. 

31, 1976 

12.0 

12.0 

Shri Dinesh Mills 

Dec. 

31, 1976 

12.0 

12.0 

Travancore Electro-Chem 

Dec. 

31, 1976 

15.0* 

15.0 

Elecon Engineering 

Dec. 

31, 1976 

14.0* 

14.0 

Gujarat Machinery 
Manufacturers 

Sept. 

31, 1976 

12.0 

12.0 

Empire industries 

Dec. 

31, 1976 

10.0 

10.0 

Shri Ramkrishna Mills * 

Dec. 

31, 1976 

Nil 

Nil 

Bechardas Spg. & Wvg. Mills 

Dec. 

31, 1976 

Nil 

Nil 


♦On the enlarged capital. 
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Chairman's Speech 


Hindustan Aluminium Corporation Ltd. 

Following it the Speech of the Chairman! Shri 6.D. Birla, on the occasion of the 

Eighteenth Annual General Meeting of the Corporation held In Bombay on April 11,1977 

Dear Shareholders: 

Before I comment on the Report I should like to tell you that this time wc have made such an elaborate 
report on the working and the position of the Company that there is hardly anything left for me to tell you. 
But I should like to say something about the subsequent events, while writing the report wc had 
mentioned that we expected to fulfil the target of production of 1,00,000 tonnes and perhaps more next >car. We 
were relying on the agreement that wc had entered into with the Stale Electricity Board. Unfortunately, recently 
we got a sudden notice and the power is being cut by 35 per cent. Our production that was nearly 265 tonnes per 
day has gone down now to about 230 tonnes per day and accordingly at the present rate of production we are 
producing only 85,000 tonnes per year. But I am hoping that after the ensuing rainfall when more water comes 
in Rihand it may be possible to persuade the Government to restore the cut and give us more power. 1 have not 
lost hope. I hope that we may still be able to reach the target if not this year but some time in the beginning of 
next year. But still there is a kind of uncertainty. 

We have been trying our best for the last three years to set up our own captive power plant and the 
Government has not said *No’ to us. In fact they welcomed the proposition. For three years now wc have been 
negotiating. Nothing has happened. There is a power cut in Tamil Nadu, power cut in Karnataka, power cut in 
Maharashtra, Uttar Pradesh and Bengal. 

This 1 believe is not a happy state of affairs that when every State Government has been talking of larger 
production there should be power cut. In Janata Party manifesto they have promised higher production. Unfor¬ 
tunately for reasons beyond their control the production during the last one month has gone down in respect of 
a majority of items because of power cut and partly because of labour problems. Recently during the last three 
weeks everywhere, in Calcutta, Bombay, Madras and all these places, I have been hearing of labour problems. 
But as a man of experience who has seen so many administrations I can tell you that this is going to be a passing 
stage. Because our present Government, Janata Government, is determined to increase production and eliminate 
unemployment and they are quite serious about it. We should all help them. 

Let us hope that something will happen. But if my words can reach the ears of the Government I would 
again emphasise that highest priority should be given for building up new power plants. There is no dearth of 
foreign exchange just now. If they cannot arrange for supply of power plants in this country we ourselves are 
prepared to import a power plant. And if we are allowed to import a power plant, I am sure, that within next 
2 or 3 years we can set up our own captive power plant. But perhaps I am too optimistic. I am still working 
hard. 

Last year you all insisted that I should be present. So I have come. But I can assure you that whether I 
am present at the meeting or not, myself and Mr. Mandelia, both of us, are working hard all the time to look after 
the interest of the shareholders. 

I still believe that this year we can show better performance than last year. But of course this will depend 
partly on power and partly on labour problems. So after having said all this, I don’t think it is necessary to make 
any further comments. 

Note: Tills does not purport to be the proceedings of the Annual General Meeting. 
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World Sank Atlas, population, RECORDS 

prosperity, poverty trends AND 

STATISTICS 


The eleventh edition of the 
World Bank Atlas contains esti¬ 
mates of population, gross 
national product (GNP), and 
per capita product io current 
US dollars for most countries 
of the world for the year 1974. 
Growth rates for population 
and real per capita product arc 
shown for the periods 1960-74 
and 1965-74. These estimates 
are based on average 1973-75 
prices and exchange rates, a 
shift from the 1972-74 period 
used in the previous edition of 
the Atlas. 

The major changes in the 
world economy which have 
occurred during the last few 
years—notably the abandon¬ 
ment of the fixed exchange 
rate system and the sharp in¬ 
creases in the prices of crude 
petroleum and other primary 
commodities-—have had a sig¬ 
nificant effect on per capita in¬ 
come and on the relative in¬ 
come ranking among countries. 


The petroleum-exporting coun¬ 
tries showed significant im¬ 
provements in their income 
levels due primarily to the rise 
in petroleum prices which 
began to have an impact in 
1974. The countries with per 
capita income levels below 
$200—primarily in South Asia 
and sub-Saharan Africa—had 
little or no growth in per capita 
income in 1974, in part because 
of their vulnerability to the 
adverse effects of international 
economic developments. Signi¬ 
ficant changes in currency 
parities have brought about a 
shift in the relative income 
ranking among developed 
countries. 

The first edition of the Atlas 
appeared in 1966 and contained 
per capita product estimates for 
the year 1964. Conversion in¬ 
to US dollars was achieved 
through the prevailing annual 
average exchange rates. In 
the subsequent five editions, 


these estimates were updated 
by the indices of real growth in 
each country and converted in¬ 
to current US dollars by means 
of the implicit US GNP defla¬ 
tor. By 1971, however, it was 
apparent that this approach 
was far from satisfactory. Par¬ 
ticularly, no single year was 
likely to be ideal for a straight 
exchange rate conversion for 
all countries. For the 1972 
Atlas , therefore, the single-year 
base was abandoned and a 
multi-year exchange rate con¬ 
version method was adopted. 
The base period 1965-71 was 
chosen because a seven-year 
period was found to be ade¬ 
quate to smooth out tempo¬ 
rary distortions in exchange 
rates. 

Following the major realign¬ 
ment of world currencies in 
December 1971, however* it 
became necessary to update the 
base period. The considerable 
changes in international prices 


which occurred—particularly 
with regard to petroleum and 
primary commodities—in 1973 
and 1974 made updating of the 
base period even more urgent. 
The objective of changing the 
base period for the 1975 Atlas 
from 1965-71 to 1972-74 was 
to take into account the effect 
of the new price and exchange 
rate situation by reducing the 
weight of the years before 1974 
in the calculation of average 
prices and exchange rates. Even 
then, the modified base period 
1972-74, while reflecting fully 
the effects of floating exchange 
rates, contained only one year 
under the new international 
price structure. For the 1976 
edition of the Atlas the three- 
year base period has been shift¬ 
ed to 1973-75, so as to reflect 
more fully the most current 
market rates of exchange and 
prices. It is intended to move 
the base period forward again, 
io 1974-76, for next year’s Atlas. 


Africa 


Population (mid-1974), GNP at Market Prices (1974), GNP Per Capita (1974) and Average Annual Growth Hates (1960-74 and 1965-74) 
(GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$10.) 



GNP at market prices 

Growth rates (%) 

Country 

Amount Per 

Population (US$ capita 

(000) millions) (USJ) 

Population 

GNP per capita 


1960-74 1965-74 

1960-74 1965-74 


Nigeria 

73,044 

20,810 

Egypt, Arab Republic of 

36,350 

10,210 

Ethiopia 

27,240 

2,660 

South Africa 

24,940 

30,180 

Zaire 

24,071 

3,530 

Morocco 

16,291 

7,070 

Sadau 1 

15,227 

3,460 

Algeria 

15,215 

11,100 
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2.2 
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2.2 

1.5 

1,210 

2.7 

2.7 

2.9 

2.5 

150 

2.7 

2.7 

2.6 

2.9 

430 

2.4 

2.4 

1.8 

2.8 
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2.2 

2.2 

1.7 
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Country 

Population 

(000) 

ONP at market prices 


Growth rates (%) 


Amount 

(US* 

millions) 

Per 

capita 

(US$) 

Population 

GNP per capita 

1960-74 

1965-74 

1960-74 

1965-74 

Tanzania* 

14,351 

2,320 

160 

2.9 

2.8 

2.6 

2.3 

Kenya 

12,910 

2,610 

200 

3.2 

3.4 

3.2 

3.5 

Uganda 

11,186 

2,700 

240 

2.9 

3.1 

1.8 

0.7 

Ghana 

9,610 

4,130' 

430 

2.6 

2.6 

—0.2 

0.3 

Mozambique 1 

9,030 

3,030 

340 

2.0 

2.2 

2.8 

3.5 

Madagascar 

8,560 

1,570 

180 

2.7 

2.8 

0.1 

0.3 

Cameroon 

7,120 

1,760 

250 

2.0 

2.0 

3.9 

4.0 

Ivory Coast 

6,387 

2,930 

460 

3.6 

4.0 

3.5 

2.7 

Rhodesia 

6,100 

3,2WJ 

520 

3.4 , 

3.5 

1.9 

3.5 

Angola 

6,050 

4,290 

710 

1.4 

1.4 

3.7 

3.2 

Upper Volta 

5,760 

520 

90 

2.0 

1.9 

- 0.1 

—0.5 

Mali 

5,560 

450 

80 

2.2 

2.1 

0.9 

0.4 

Tunisia* 

5,460 

3,560 

650 

2.2 

2.3 

3.9 

5.4 

Guinea 

5,390 

630 

120 

2.8 

2.8 

0.0 

0.1 

Malawi 

4,958 

660 

130 

2.6 

2.6 

3.9 

4.7 

Senegal 

4,869 

1,590 

330 

2.6 

2.7 

—I.l 

-0.9 

Zambia 

4,781 

2,470 

520 

2.9 

2.9 

2.3 

1.0 

Niger 

4,480 

540 

120 

2.7 

2.7 

—1.8 

—3.8 

Rwanda 1 

4.058 

310 

80 

3.3 

2.9 

—0.2 

1.4 

Chad 

3,952 

410 

100 

1.8 

2.0 

1.2 

—1.5 

Burundi 1 

3,655 

330 

90 

2.0 

2.0 

1.3 

1.3 

Somalia 1 

3,100 

290 

90 

2.4 

2.4 

-0.3 

1.1 

Benin, People’s Republic of 1 

3,027 

370 

120 

2.7 

2.7 

0.7 

0.8 

Sierra Leone 4 

2,911 

540 

190 

2.2 

2.3 

1.6 

1.4 

Libyan Arab Republic 

2,352 

10,430 

4,440 

3.9 

4.2 

12.5 

6.3 

Togo 

2,176 

550 

250 

2.7 

2.7 

4.4 

2.8 

Central African Empire 

1,748 

370 

210 

2.2 

2.2 

0.4 

0.8 

Liberia 

1,500 

580 

390 

3.3 

3.3 

2.2 

4.1 

Congo, People’s Republic of the 

1,300 

610 

470 

2.5 

2.3 

2.8 

4.0 

Mauritania 

1,290 

380 

290 

2.1 

2.5 

3.8 

1.3 

Lesotho 1 

1,191 

170 

140 

2.2 

2.2 

4.2 

3.7 

Mauritius 

871 

510 

580 

2.0 

1.5 

0.7 

1.9 

Namibia 1 

860 

690 

800 

3.1 

3.0 

0.0 

—2.9 

Bo swans 1 

654 

190 

290 

1.9 

1.9 

4.8 

6.2 

Gabon 

. 528 

1,030 

1,960 

1.2 

1.5 

4.7 

6.4 

Guinea-Bissau 

520 

210 

390 

-4).4 

—0.7 

3.5 

5.2 

Gambia, The 

506 

90 

170 

2.2 

2.2 

3.8 

3.2 

Reunion 1 

490 

760 

1,550 

2.7 

2.4 

4.1 

3.5 

Swoniland 1 

478 

190 

390 

3.0 

3.1 

6.7 

6.0 

Equatorial Guinea* 

318 

90 

290 

1.8 

1.3 

-0.5 

—3.7 

Cape Verde Islands 1 

290 

140 

470 

2.9 

3.1 

4.7 

4.7 

Comoros 1 

265 

60 

230 

2.2 

2.1 

3.1 

1.6 

Ceuta and Melilla 1 

126 

90 

720 

—1.4 

— 1.4 

4.9 

6.6 

Spanish Sahara (former) 

117 

n.a. 

n.a. 

12.0 

11.6 

n.a. 

n.a. 

French Territory of Afars and lssas 1 

103 

180 

1,720 

1.9 

2.2 

9.9 

11.3 

Sao Tome and Pinciplc 1 

79 

40 

570 

1.9 

3.2 

0.6 

—1.0 

Seychelles Islands 1 

56 

30 

520 

2.1 

2.0 

2.6 

3.7 


1 Estimates of GNP per capita and its growth rate arc tentative. 2 Mainland Tanzania. 3 GNP per capita growth rate 
relates to 1961-74. 4 GNP per capita growth rate relates to 1964*74. 5 GNP per capita growth rate relates to 1962-74. 
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Population (mid-1974), GNP at Market Prices (1974), GNPPer Capita (1974) and 
Average Annual Growth Rates (1960-74 and 1965-74) 

GNP at market prices rounded to USS tens of millions. GNP per capita rounded to nearest USS 10. 


GNP at market prices Growth rates (%) 




Amount 

Per 

Population 

GNP per capita 

Country 

Population 

(USS 

capita 






(000) 

millions) 

(USS) 

1960-74 

1965-74 

1960-74 

1965-' 

USSR 1 * 2 

252,060 

598,640 

2,380 

1.1 

1.0 

3.8 

3.4 

Germany, Federal Republic of 


388,670 

6,260 

0.8 


3.7 

3.9 

United Kingdom 



3,590 


0.4 

2.3 

2.2 

Italy 

55,410 

156,510 

2,820 

0.7 

0.7 

4.2 

4.0 

France 




1.0 


4.4 

4.8 

Turkey 

39,167 

29,460 

750 

2.5 

2.6 

3.9 

4.3 

Spain 


87,250 

2,490 

1.1 

1.1 

5.8 

5.4 

Poland 1 * 2 


84,660 

2,510 


0.8 

4.0 

4.5 

Yugoslavia 

21,155 

27,820 

1,310 


0.9 

4.9 

5.4 

Romania 

21,029 




1.2 

n.a. 

8.0 

German Democratic Republic 1 * 2 

16,920 


3,710 



3.1 

3.0 

Czechoslovakia 1 - 2 

14,690 

48,860 

3,330 


0.4 

2.4 

2.5 

Netherlands, The 



5,250 

1.2 

l.J 

4.0 

4.1 

Hungary 1 ' 2 

10,460 

22,810 

2,180 

0.3 

0.3 

3.2 

2.9 

Belgium 


55,430 

6,670 

0.5 

0.3 

4.5 

4.9 

Greece 


18,830 

2,090 

0.6 


6.8 

6.5 

Portugal 

9,014 

mmm 

1,630 



7.4 

7.6 

Bulgaria 1 ' 2 

8,676 


1,780 

0.7 


4.5 

3.5 

Sweden 


mm 

7,240 

0.7 

0.6 

3.2 

2.8 

Austria 

7,555 

33,310 

4,410 

0.5 

0.5 

4.4 

5.0 

Switzerland 


50,680 

7,870 

1.2 

1.1 

2.9 

2.9 

Denmark 



6,430 

0.7 

0.7 

3.8 

3.4 

Finland 




0.4 


4.6 

5.2 

Norway 

3,990 


5,860 

0.8 

0.8 

3.7 

3.4 

Ireland 

3,090 

7,170 

2,320 


0.8 

3.6 

3.6 

Albania 1 * 2 

2,350 

1,250 

530 

2.7 

2.6 

4.4 

5.0 

Cyprus 

645 

850 

1,320 

0.9 

0.8 

5.4 

5.1 

Luxembourg 

mmm 

2,180 


0.8 

0.8 

2.8 

3.2 

Malta 

■1 

390 

1,220 



6.7 

8.4 

Iceland 

220 


5,430 

1.4 

1.2 

3.1 

2.4 

Channel Islands 1 

128 

360 

2,810 

1.2 

J.2 

2.0 

1.2 

Isle of Man 1 


110 

1,840 

1.7 

2.2 

0.0 

—2.1 . 

Greenland 1 

48 

140 

• 2,960 

2.9 

2.0 

1.9 

0.7 

Faeroe Islands 1 

40 

190 

4,720 


0.9 

4.7 

3.7 

Gibraltar 1 

28 

70 

2,470 

1.2 

1.2 

2.5 

4.9 


1 Estimates of GNP per capita and its growth rate are tentative. 

2 For estimation of GNP per capita, see Technical Note. 
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Ari» 

Population (mid-1974), GNP at Market Prices (1974), GNP Per Capita (1974), and Average Annual Growth Rates 

(1960-74 and 1965-74) 

(GNP at nurkct prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$ 10.) 


GNP at market prices 


Growth rates ("„) 


Country 

Population 

(000) 

Amount 

(US$ 

millions) 

Per 

capita 

(US$) 

Population 

GNP per 

capita 

1960-74 

1965-74 

1960-74 

1965-74 

China, People’s Republic of 1 . 2 

809,251 

244,640 

300 

1.6 

1.7 

5.2 

4.6 

India 

595,586 

80,410 

140 

2.3 

2.3 

1.1 

1.3 

Japan 

109,670 

446,026 

4 070 

1.1 

1.2 

8.8 

8.5 

Bangladesh 

76,200 

7,910 

100 

2.5 

2.3 

—0.5 

—1.9 

Pakistan 

67,213 

8,7C0 

130 

2.9 

2.9 

3.4 

2.5 

Viet Nam, Socialist Republic of 1 * 2 

44,155 

6,510 

150 

2.7 

2.7 

0.3 

—0.8 

Philippines 

41,433 

13,650 

330 

3.0 

3.0 

2.4 

2.7 

Thailand 

40,780 

12,670 

310 

3.1 

3.1 

4 {> 

4.3 

Korea, Republic of 

33,459 

15,980 

480 

2.1 

1.8 

7.3 

8.7 

Iran 

33,100 

41,440 

1,250 

3.2 

3.2 

6.7 

7.7 

Burma 

29,521 

2,910 

100 

2.2 

2.2 

0.7 

0.8 

Afghanistan 

16,311 

1,880 

110 

2.2 

2.2 

0.5 

1.1 

China, Republic of 

Korea, Democratic People's 

15,710 

12,710 

810 

2.9 

2.7 

6.5 

6.9 

Republic of 1 - 2 

15,443 

5,980 

390 

2.8 

2.8 

4.4 

3.5 

Sri Lanka 

13,393 

1,760 

130 

2.2 

2.0 

2.1 

2.0 

Nepal 

12,320 

1,250 

100 

2.0 

2.2 

0.4 

0.0 

Malaysia 

11,702 

7,910 

680 

2.6 

2.6 

3.9 

3.8 

Iraq 

10,770 

12,000 

1,110 

3.2 

3.3 

4.0 

4,8 

Saudi Arabia 

8,008 

22,670 

2,830 

1.8 

1.8 

8.4 

9.2 

Cambodia 1 *3 

7,725 

570 

70 

2.5 

2.7 

—2.7 

--6.2 

Syrian Arab Republic 

7,177 

3,990 

560 

3.3 

3.3 

4.0 

4.2 

Yemen Arab Republic 1 

6,379 

1,160 

189 

2.4 

2.4 

n a 

n.a. 

Hong Kong 

4,249 

6,850 

1,610 

2.2 

1.9 

6.6 

5.4 

Israel 

3,359 

11,630. 

3,460 

3.3 

3.1 

5.3 

5.8 

Laos, People's Democratic Republic 1 ! 

> 3 3,260 

220 

70 

2.4 

2.4 

1.8 

2.0 

Lebanon 8 

3,065 

3,290 

1,070 

2.7 

2.8 

3.1 

3.7 

Jordan 

2,620 

1,120 

430 

3.3 

3.4 

0.9 

—2.5 

Singapore 2,219 

Yemen, People’s Democratic Republic, 

4,970 

2,240 

2.1 

1.8 

7.6 

10.0 

Of,1.4 

1,632 

360 

220 

3.1 

2.9 

n.a. 

—4.3 

Mongolia 1 * 2 

1,396 

860 

610 

2.7 

2.8 

0.8 

1.8 

Bhutan 1 

1,150 

80 

70 

2.3 

2.3 

—0.3 

—0.2 

Kuwait 

930 

9,330 

10,030 

9.1 

7.8 

—2.7 

-2.3 

Oman 

750 

1,250 

1,660 

3.1 

3.1 

14.1 

19.2 

United Arab Emirates 

548 

6,060 

11,060 

13.4 

17.1 

15.6 

10.4 

Macao 1 

270 

80 

310 

3.6 

3.3 

—3.2 

—3.7 

Bahrain 1 - 5 

245 

580 

2,350 

3.4 

3.1 

n.a. 

21.2 

Qatar 

190 

1,380 

7,240 

8.3 

8.5 

5.5 

8.1 

Brunei 1 

150 

990 

6,630 

4.6 

4.9 

2.4 

5.7 

Maidive Islands 1 

116 

!0 

.100 

1.8 

1.9 

0.8 

0.4 


1 Estimates of GNP per capita and its growth rate are tentative. 2 For estimation of GNP per capita, see technical notes, 
3 GNP per capita estimated on the 1972-74 base period. 4 GNP per capita growth rate relates to 1969-74, 5 GNP per capita 
growth fate relates to 197|-74, * 
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South America 


Population (mid-1974), GNP at Market Prices (1974), GNP Per Capita (1974), and Average Annual Growth Rates 

(1960-74 and 1965-74) 

(GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$10.) 


Country 


GNP at market prices 


Growth rates (%) 


Population 

(000) 

Amount 

(USS 

millions) 

Per 

capita 

(US$) 

Population 

GNP per capita 

1960-74 

1965-74 

1960-74 

1965-74 

Brazil 

103,981 

95,920 

920 

2.9 

2.9 

4.0 

6.3 

Argentina 

24,646 

37,380 

1,520 

1.5 

1.5 

2.8 

2.9 

Colombia 

23,125 

11,640 

500 

2.9 

2.8 

2.6 

3.4 

Peru 

14,953 

11,110 

740 

2.9 

2.9 

2.0 

1.8 

Venezuela 

11,632 

22,780 

1,960 

3.3 

3.3 

2.4 

2.2 

Chile 

10,408 

8,680 

830 

2.2 

1.9 

1.7 

1.3 

Ecuador 

6,952 

3,310 

480 

3.4 

3.4 

2.4 

2.9 

Boliiva 

5,470 

1,550 

280 

2.6 

2.6 

2.5 

2.2 

Uruguay 

2,754 

3,290 

1,190 

0.5 

0.4 

0.5 

0.8 

Paraguay 

2,484 

1,270 

510 

2.6 

2.6 

2.0 

2.5 

Guuyana 

791 

390 

500 

2.4 

2.4 

1.5 

1.1 

Surinam 

387 

460 

1,180 

2.7 

2.2 

3.6 

2.2 

French Guiana 1 

58 

90 

1,470 

3.9 

3.6 

3.8 

6.3 

1 Estimates of GNP per capita and its growth rate are tentative. 





Oceania and Indonesia 








Population (mid-1974), GNP at Market Prices (1974), GNP Per Capita (1974), and 




Average Annual Grcwth Rates (1960-74 and 1965-74) 




(GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US$10.) 




GNP at market prices 


Growth rates (%) 




Amount 

Per 

Population 

GNP per capita 


Population 

(US$) 

capita 


- — 



Coungry 

(000) 

millions) 

(USJ) 

1960-74 

1965-74 

1960-74 

1965-74 

Indonesia 

128,400 

21,780 

170 

2.1 

2.3 

2.4 

4.1 

Australia 

13,340 

71,080 

5,330 

1.9 

1.8 

3.2 

3.4 

New Zealand 

3,030 

13,070 

4,310 

1.6 

1.5 

2.1 

1.8 

Papaa-New Guinea 

2,650 

1,250 

470 

2.4 

2.4 

4.2 

4.1 

Portuguese Timor 1 

650 

100 

150 

1.7 

1.7 

1.2 

2.1 

Fijll 

564 

470 

840 

2.6 

2.2 

3.2 

5.4 

British Solomon Islands 1 

183 

60 

310 

2.7 

2.8 

1.3 

0.9 

Western Samoa 1 

157 

50 

300 

2.5 

2.4 

0.9 

1.3 

French Polynesia 1 

134 

340 

2,530 

3.9 

4.6 

4.8 

—2.9 

New Caledonia 1 

132 

550 

4,170 

4.0 

4.7 

4.2 

3.8 

Guam 1 

105 

460 

4,420 

3.2 

3.5 

7.9 

10.5 

Trust Territory of the Pacific Islands 1 

103 

50 

' 500 

2.2 

2.8 

3.8 

3.2 

Tonga 1 

97 

30 

300 

3.3 

3.0 

-0.1 

-0.2 

New Hebrides 1 

94 

40 

480 

2.6 

2.7 

3.0 

1.6 

Gilbert and Ellice Islands 1 

59 

40 

730 

1.7 

1,7 

-1.0 

-0.5 

American Samoa 1 

29 

30 

1,100 

2.3 

1.9 

9.3 

6.2 


1 Estimates of GNP per capita and its growth rate are tentative, 
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North and Central America 

Population (mid-1974), GNP at Market Prices (1974), GNP Per Capita (1974), and 
Average Annual Growth Rates (1960-74 and 1965-74) 

(GNP at market prices rounded to US$ tens of millions. GNP per capita rounded to nearest US1$10) 


GNP at market prices Growth rates (%) 


Country 

Population 

(000) 

Amount 

(us$ 

millions) 

Per 

capita 

(US$) 

Population 

GNP per capita 

1960-74 

1965-74 

1960-74 

1965-74 

United States 

211,890 

1,413,530 

6,670 

1.1 

1.0 

2.9 

2.4 

Mexico 1 

57,899 

63,050 

1,090 

3.4 

3.5 

3.3 

2.8 

Canada 

22,480 

139,260 

6,190 

1.6 

1.4 

3.7 

3.5 

Cuba 2 * 3 

9,090 

6,480 

710 

2.0 

1.8 

-0.9 

—0.6 

Guatemala 

5,284 

3,060 

580 

2.3 

2.1 

3.3 

3.8 

Dominican Republic 

4,562 

2,960 

650 

2.9 

2.9 

3.1 

5.5 

Haiti 

4,514 

750 

170 

1.6 

1.6 

>-0.1 

0.7 

El Salvador 

3,887 

1,590 

410 

3.4 

3.4 

1.8 

1.0 

Puerto Rico 

3,030 

6,770 

2,230 

1.7 

1.4 

5.3 

4.7 

Honduras 

2,806 

950 

340 

2.7 

2.7 

1.6 

1.2 

Nicaragua 

2,041 

1,360 

670 

2.7 

2.7 

3.0 

1.5 

Jamaica 

2,008 

2,390 

1,190 

1.7 

1.7 

3.6 

4.5 

Costa Rica 

1,921 

1,610 

840 

3.1 

2.9 

2.9 

3.7 

Panama 

1,618 

1,610 

1,000 

3.1 

3.1 

4.1 

3.7 

Trinidad and Tobago 

1,070 

1,810 

1,700 

1.6 

0.9 

2.1 

2.2 

Martinique 8 

358 

550 

1,540 

1.7 

1.7 

4.5 

3.9 

Guadeloupe 8 

350 

430 

1,240 

1.7 

1.7 

4.1 

2.6 

Barbados 

241 

290 

1,200 

0.2 

0.3 

5.2 

5.2 

Netherlands Antilles 8 

238 

380 

1,590 

1.5 

1.6 

—0.3 

0.6 

Bahamas 8 

199 

490 

2,460 

4.0 

3.7 

1.6 

—1.7 

Belize 8 

136 

90 

690 

2.9 

3.0 

2.0 

1.9 

St. Lucia 8 

108 

60 

530 

1.6 

1.6 

4.9 

2.0 

Grenada 

108 

40 

330 

1.2 

0.8 

2.2 

1.6 

St. Vincent 8 

91 

30 

340 

0.9 

0.9 

1.3 

2.4 

Virgin Islands (US) 8 

88 

450 

5,080 

7.4 

7.9 

7.6 

6.1 

Dominica 8 

75 

30 

410 

1.6 

1.6 

0.9 

—1.2 

Antigua 8 

71 

40 

540 

1.9 

1.9 

2.8 

—1.2 

Bermuda 1 

56 

300 

5,300 

1.6 

1.6 

4.5 

4.4 

St. Kitts-Nevis 1 

46 

20 

500 

—0.9 

- 0.8 

1.9 

—0.7 

Canal Zone 8 

45 

210 

4,620 

0.5 

0.5 

3.6 

3.2 


1 Estimate of GNP per capita does not reflect the significant devaluation of the peso in August 1976. 2 Estimates of GNP per 
capita and its growth rate are tentative. 3 For estimation of GNP per capita, see technical n^Ls. 

Technical Notes 


For purposes of international 
comparison, gross national 
product (GNP) estimates in 
US dollars or some other 
numeraire should be calculated, 
ideally, on the basis of pur¬ 
chasing power parities or 
through direct real product 
comparisons. By for the most 
elaborate and ambitious effort 
r 


yet undertaken in this area is 
the United Nations Interna¬ 
tional Comparison Project 
(ICP),* a study begun in 1968 


•The results of the first phase of 
the ICP were published in 1975 in 
Krevis, Kennessy. Heston and Sum¬ 
mers, A system of Internationa / Com¬ 
parison of Gross Product awl Purchas¬ 
ing Power, Boiltimore A London, the 
Johns Hopkins Univusity Press, 
(1975). 


jointly by the United Nations 
Statistical Office and the Uni¬ 
versity of Pennsylvania with 
the support of the World 
Bank and a number of other 
international, national and 
private institutions. 

The ICP, which is now 
entering its third and final 
research phase* has developed 


a highly sophisticated method 
for measuring total expendi¬ 
ture, which can then be used 
to derive more reliable and 
directly comparable estimates 
of GNP per capita income on 
an international scale than 
heretofore possible. The 
published ICP findings repre¬ 
sent detailed comparisons for 
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16 countries, including three 
developing countries. At its 
completion the project will 
cover 35 to 40 countries, of 
which 20 to 25 would be de¬ 
veloping countries. 

In the interim, the World 
Bank continues to improve its 
Atlas as a source of readily 
available comparative GNP 
data. The methodology is up¬ 
dated continuously to take into 
account current price and ex¬ 
change rate movements. These 
adjustments notwithstanding, 
the Atlas conversion remains 
an exchange rate conversion, 
and exchange rates are gene¬ 
rally recognized to be rather 
inadequate for purposes of 
measuring the comparative 
purchasing power of national 
currencies. It should be remem¬ 
bered that exchange rates 
equate, at best, the prices of 
internationally traded goods 
and services. They may bear 
little relationship to the prices 
of goods and services not 
entering international trade, 
which form the bulk of the 
national product in most deve¬ 
loping countries. 

Agricultural Output 

Agricultural output and 
services, in particular, are 
generally priced lower in 
relation to industrial output 
in developing than in in¬ 
dustrialized countries, and 
agriculture often accounts for 
the largest share of total pro¬ 
duct in developing countries. 
Any exchange rate conversion 
method, therefore, tends to 
exaggerate the real income 
differences between less deve¬ 
loped and more developed 
countries. 

For reasons noted in the 
introduction, the 1974 GNP in 
market prices and per capita 
GNP published in this edition 
4 of the Atlas are calculated on 
the basis of the 1973-75 base 
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period, tyith this method, 
GNP in domestic currency 
unit is first expressed in weight¬ 
ed average domestic prices of 
the. base period 1973-75 and 
then converted into US dollars 
by means of the weighted 
average exchange rate for the 
same base period. After adjust¬ 
ing it for the rate of US infla¬ 
tion between the base period 
and the current year by means 
of the implicit US GNP defla¬ 
tor for 1974, this estimate is 
divided by the mid-year popu¬ 
lation to derive per capita 
GNP in current US dollars. 
The per capita GNP estimates 
for 1973 and 1975 are cal¬ 
culated on the basis of the 
same price and exchange rate 
after respective corrections for 
the rate of US inflation bet¬ 
ween the base period and cur¬ 
rent years as these estimates 
are in current US dollars. 

General Trends 

The year-to-year changes in 
the per capita GNP estimates 
reflect two factors: real per 
capita growth and the rate of 
US inflation. As in previous 
editions of the Atlas , the aver¬ 
age annual rates of growth for 
population and per capita pro¬ 
duct for the periods 1960-74 
and 1965-74 were computed by 
fitting a trend line to the loga¬ 
rithmic values of population and 
real GNP per capita over time. 
With this method all available 
observations in the relevant 
time periods are considered 
and the growth rates obtained 
reflect general trends rather 
than cyclical factors or irregu¬ 
lar variations in any particular 
years. 

As a result of shifting the* 
Atlas base period from 1972-74 
to 1973-75, the per capita GNP 
estimates for the petroleum- 
exporting countries have begun 
to reflect* to a larger degree 
than in the previous edition, 


the income effect of the consi¬ 
derable increases in petroleum 
prices since late 1973. 

The single-year exchange 
rate conversion generally gives 
higher estimates than the Atlas 
method, especially when pet¬ 
roleum is a more important 
element in the country’s GNP. 
On the other hand, the ratio of 
the single-year exchange rate 
conversion estimate to Atlas 
method data is consistenly 
higher for 1974 (based on 
1972-74) than for 1975 (based 
on 1973-75). These latter esti¬ 
mates reflect the use of the 
updated base, so that the 
impact of the large relative 
export and product price 
changes in 1974 influence the 
estimates in two—rather than 
one—of the three base years. 

Physical Indicators 

The method used to esti¬ 
mate GNP and GNP per 
capita for the centrally planned 
economies (CPEs) of eastern 
Europe is essentially the same 
as in previous editions. Starting 
points are the estimates of 
gross domestice product (GDP) 
for 1965 developed by the UN 
Economic Commission for 
Europe (ECE)*}' through an 
extensive physical indicators 
comparison. In that study, 
GDP per capita estimates 
denominated in US dollars for 
22 non-CPE countries were 
regressed against 21 physical 
indicators to determine the 
relationship among them. Esti¬ 
mates of GDP for the CPEs 
for 1965 were then obtained by 
substituting the values of the 
21 physical indicators of the 
CPEs in the estimating equa¬ 
tions derived for the 22 non- 
CPE countries. For the Atlas , 
these 1965 ECE estimates for 

t UN Economic Commission for 
Europe, Economic Survey of Europe 
in I959 t Part t : Structural Ttprnis 
and Prospects in the European Eco- 
aomy; New York (1970); pp 139-152. 


the CPEs $p4 the other coupr 
tries were moved to 1074 oy 
means of indices of real GNP 
and population growth and the 
weighted average GNP deflator 
for the 18 European market 
economies included in the 
original study. 

Regression Analysis 

The relationship between 
these 1974 ECE-based esti¬ 
mates — which are similar 
to purchasing power parity 
estimates—and the 1974 GNP 
per capita estimates derived 
through the standard Atlas 
method for the non-CPE 
countries was then determined 
by regression analysis using a 
second degree polynomial and 
was found to be highly signi¬ 
ficant. The GNP per capita 
estimates {Atlas methodology 
equivalents) for the Eastern 
European CPEs other than 
Romania were then calculated 
on the basis of this relation¬ 
ship. 

Two changes in the estimat¬ 
ing procedure used for the 1975 
Atlas have been incorporated 
in the calculations for this 
edition of the Atals: first, the 
substitution of a second degree 
polynomial for the previous 
straight line regression, and, 
second, the elimination of non- 
European reference countries. 
Information available for, 
Albania, Cuba, and the Asian 
CPEs is fragmentary and often 
tentative. As a result, different 
methods of estimation are used 
in each case. 

It should be emphasized that | 
in the absence of market condi- \ 
lions, internal cost and price I 
relationships in the countries 
with centrally planned econo¬ 
mies differ substantially from 
those in other countries having 
similar per capita GNp ; levels. 
More than usual caution pust 
be exercised, therefore, in using 
and interpreting data for, these 
countries.,, . 1 
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STRONG? 


T«|I out HMT's Mechanical Praties: 
Designed and built for continuous high 
production, these presses have an all 
eteel-welded frame, all structures of box- 
ftypo construction to provide maximum 
strength and rigidity—features which 
you won't find in other frames. 

Yes, HMT’s range of Mechanical Presses 
is tougher in construction, more rigid in 
operation. Greater rigidity to give longer 
life to tools, ensure higher quality 
pressings. 

Strength apart, HMT’s Mechanical 
Presses offer several advantages which 
make them your best buy: 

1. Low inertia clutch and brake. This ensures 
quicker starting and stopping—which 
leads to greater safety. 

Or 

biter-locked clutch and brake: 

Entire clutch and brake unit is keyed to 
the drive-shaft — a fail-safe safety feature. 

2. A special automatic lubrication system. 
Specially guarantees that the machine 
automatically stops in the event of failure. 

3. Non-oscillating barrel type connection 
ensures safe transmission of tonnage. 


4. HMT Presses are offered in various 
designs. Clank/Eccentric shaft/Eccentric 
goal/Knuckle joint type. 

5. Capacities range from 100 tonnes to 
1600 tonnes. 

6. Finally, ail structures are fabricated from 
high quality steel plates and stress 
relieved. 

An HMT extra which gives you 
so much extra: 

Thanks to HMT, you can assemble your 
press on-site with ea^p. The secret: HMT 
offeus hydraulic tie-rod shrinking system . 
as an optional extra. This eliminates many 
hours of tedious work, required in the 
conventional shrinking method. You can 
complete the shrinking in just twenty 
minutes. This also ensures uniform shrinking 
of all the four tie rods. 



For further details, write to 
HMT Limited 
Hyderabad 500884 


OR 

to our Regional Off ices at . 

Bombay. Calcutta, Delhi and Madras. 
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With the intervention of elections for several state assemblies, scheduled for June, the 
central government’s preoccupations are mainly political for the time being. This is 
not without its bright side. The formal merger of the constituents of the Janata 
party, followed within a few days by the formal merger of the CFD with that party, 
was only the starting point of a quest for a truly unified personality for the ruling 
party. Although it has now become perfectly clear that the merger was wholly 
genuine, it is also equally obvious that a unity of purpose, arising out of mutual trust 
and sufficient willingness to give and take, can only develop as the leaders, with their 
varying political background, are faced with the necessity of thrashing out and com¬ 
promising their differences in the course of the working of the government and the 
functioning of the party. The immediacy of the state elections is welcome to the 
extent that it is quickening the process of consolidation by putting the Janata leaders 
through their paces on the exacting, proving ground of intra-party politics at the state 
level. Once the rivalries over the loaves and fishes are sorted out satisfactorily in this 
difficult context, the Janata party would have immeasurably fortified itself against 
factionalism in its hierarchy. 

There is no need to pretend that these teething troubles .are anything but 
extremely troublesome. It goes to the credit of the spokesmen of the party that they 
are not trying to slur over the complexity of the problems, a number of them at the 
level of personalities, which the Janata leadership is faced with. At the same time, 
the press cannot be serving any worthwhile public cause by reporting in a sensational 
form a blow-by-blow account of the tactical manoeuvres or temper tantrums of this 
Janata leader or that, as he seeks to improve his relative position or importance in the 
government or the party. Tribal thinking or tribal loyalties do not disappear easily 
and politicians are the last people to learn from the mistakes of the other politicians. 
They therefore need our understanding and sympathy as they endeavour to find their 
bearings. Politics is not always a seductive mistress. Politics could also be a hard 
task-master and the discipline it imposes could cut, sometimes abruptly, inflated egos to 
size before anybody realises what is happening. This is why many of the newspaper 
reports, which had been freely employing that over-worked word “crisis” in describing 
the happenings in the Janata party in the last few days, have been overtaken by events 
which do not conform to their grave prognostications. The prime minister has not 
merely been playing it cool; he has, in fact, remained as cool as cucumber. Also, 
there is no evidence that, so far, the party president, Mr Chandra Shekhar, felt at 
any time that he was out of his depths. There is tension within the Janata party, no 
doubt; but there is also a good deal of “take”. Nothiag important is therefore likely 
to come asunder. 

Meanwhile large sections of the people are getting impatient with what they 
regard as indecision or delay on the part of the central government in dealing with 
urgent economic problems, particularly the high cost of living. The prime minister 
pointed out at his press conference that reports of increases in the price level were 
exaggerated accounts. He, however, admitted handsomely that public grievance was 
justified so long as prices were not brought down. He gave the assurance that the 
government was actively considering anti-inflation measures and that these would soon 
be put into effect. Thanks to the coming state elections, the central budget has had 
to be postponed. Some of the measures for providing relief to the public on prices 
may have to be given effect to only through decisions as announced in the budget. 
The new government assumed office in the fourth week of March. Three months are 
not too long a period for their major economic policies to be worked out or become 
operative. 

Selective administrative action against hoarding or other manipulation of the 



markets by big traders could perhaps be 
taken in the larger distribution or con¬ 
sumption centres with a view to the 
maintenance of public morale and encou¬ 
ragement of self-discipline on the part of 
the business community as a whole. The 
continuous rise in the prices of essential 
commodities such as cooking oils and 
pulses cannot be entirely explained by 
relating it to the growth of money supply 
or even physical shortages of the particular 
commodities. At least in those parts of the 
country where the central government’s 
writ runs, despite congress ministries 
being in power in many state capitals, 
some well organised regulatory action 
should be taken to convince public opinion 
that freedom in the Janata dictionary does 
not mean a free-for-all. 

good progress 

The prime minister was asked at the 
press conference whether the council of 
ministers would not have to be enlarged 
for functioning adequately and the work 
of each ministry being attended to effi¬ 
ciently. A few more ministers will certainly 
have to be appointed at the cabinet level 
and a sufficient number at the junior level 
or levels. Some portfolios, again, have to 
be shuffled or reshuffled. Not very much 
less important is the posting of secretaries 
or other key officials to the verious minist¬ 
ries; Good progress is being made in this 
direction and the changes just announced 
in the ministries of Industrial Development 
and Irrigation and Power, for instance, 
suggest that those concerned are keen on 
ensuring that important ministries do not 
suffer unduly from the current political 
preoccupations or inexperience of the 
ministers concerned; experience, of course, 
could be acquired through being on the 
job. Incidentally, the Finance minister’s 
statement that the personnel of the recons¬ 
tituted Planning Commission has been 
selected and will be announced any time 
now is an indication that major decisions 
on the higher direction of economic policy 
have not been allowed to fall in arrears. 

The Janata election manifesto, as well 
as speeches of Janata leaders, have left the 
country in no doubt that the government 
stands committed to a strategy of dealing 
with the problems of mass poverty and 
unemployment through stepping up public 


investment in agriculture, village and small 
scale industries and other sectors of the 
rural or decentralised economy. No section 
of the people need have any quarrel with 
this approach. A sub-committee of 
ministers has been set up with Mr Charan 
Singh as chairman and Mr Mohan Dharia 
and Mr Madhu Dandavate as members to 
help give shape to government thinking on 
this subject. Mr Kuldip Nayar, writing 
in the Indian Express , has claimed to see 
the not so invisible hand of the left-of- 
centre at work in the composition of this 
sqb-committee. It seems to us that the 
press will not allow the politicians to give 
ideology some much-needed rest. 

In any case, historically, the left has not 
been known to be too tender towards rural 
communities. On the contrary there are 
well known cases of the rural economy 
being ruthlessly exploited by leftist ideo¬ 
logy for building up heavy industry or 
armaments or both. It is not too early 
for people to realise that the economic 


The Janata party’s manifesto for the Lok 
Sabha elections clearly stated that, if this 
party came to power, the prices of 
essential commodities would not be 
allowed to rise beyond the capacity of the 
common man to pay. However, ever 
since it assumed the reins of power at the 
centre in the last week of March this year, 
there has been no let-up in the rising trend 
of prices which had started more than a 
year ago. In the elections to be held in 10 
states and two union territories in June, 
shortages of essential commodities and 
high prices will be live issues. The Janata 
party can ill afford to neglect them. 

The latest general index of wholesale 
prices (revised series with base 1970-71 = 
100) is available for the week-ended April 
23,1977; it shows a rise of 3.4 per cent 
over the index for theTveek-ended January 
1, 1977 and 1.3 per cent over the index 
for the week-ended March 26,1977 (See 
Table I). The Economic Times index of 
wholesale prices of commodities (base: 
1969-70*100) seems to be more sensitive 
to changes in prices. It records a rise 


progress of the rural communities must be 
comfortable common ground for all those 
who a¥e interested in seeing the country 
becoming prosperous. There should not 
therefore be in any sense a problem for the 
government as a whole to absorb the ideas 
which the Charan Singh committee may be 
able to provide for the conceptualisation 
of planning for the betterment of the 
people. The prime minister, who is second 
to none in his advocacy of Gandbian 
economics, has also said that he desires 
that even khadi should be self-supporting 
and not dependent on government aid. So 
long as the country’s human and material 
resources are put to work in ways which 
find jobs for the people and improve their 
standard of living, everybody stands to 
gain and nobody to lose. How the res¬ 
ponsibilities and opportunities of this pro¬ 
cess are to be shared among the various 
instruments of economic growth is a matter 
for rational planning and not for factional 
politics. 


of 5.2 per cent between January 1, 1977 
and May 6, 1977 and 3.3 per cent between 
April 1, 1977 and May 6, 1977 (See 
Table II). However, these indices include 
a wide variety of commodities some of 
which do not directly enter the consumer 
basket of the common man. The govern¬ 
ment will therefore have to watch with 
care the movements in the prices of such 
articles as cereals, pulses, edible oils, 
vanaspati, cotton textiles, gur and sugar, 
tea and coffee which absorb the bulk of 
the purchasing power of the less affluent 
sections of society. 

An over-all index of prices tends to 
average out fluctuations in the prices of a 
large number of commodities. It, thus, 
fails to exhibit the relief that falling prices 
provide in some sectors or the pressures 
that increasing prices generate in others. 
The index for cereals (rice, wheat, jowar, 
bajra, ragi and small millets) is the best 
example to. illustrate this point. In The 
Economic Times series, the index for 
cereals fell from 169.9 on April 1 , 1977 to 
165.0 on May 6, 1977. Daring the same 


Holding the price-line 
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period, wheat priees index dropped sharply 
from 144.3 to 132.9 but the index for rice 
prices rose from 179.8 to 182.5. The 
contrary movements of wheat and rice 
prices partly cancelled out in the index for 
cereals. In the wheat-eating areas, the 
drop in wheat prices has lowered the 
pressure on family budgets while there has 
been some strain in the case of families in 
rice-eating areas. But these movements 
in the prices of wheat and rice are seasonal 
and sufficiently understood as well as anti¬ 
cipated by consumers. 

In the case of the official index for 
cereals, the cross movements in the prices 
of wheat and rice (which have predomi¬ 
nant weightage in the index) completely 
neutralised each other with the result that 
the index at 156.8 in the week-ended 
January 1, 1977 was unchanged in the 
week-ended April 23, 1977 (See Table III). 
No violent upsurge in the prices of cereals 
is expected in the coming months because 
of the comfortable stocks offoodgrains 
held by the government. 

The trend in the prices of pulses has 
rightly caused an alarm. The official 

Table I 

Index Numbers of Wholesale Prices 

(Base: 1970-71=100) 



1977 

1976 

Week-ended 

January 

1 

177.0 

166.8 

8 

178.2 

166.6 

15 

178.7 

166.4 

22 

178.6 

166.4 

29 

178.8 

166.0 

February 

5 

179.8 

166.0 

12 

181.4 

165.4 

19 

182.5 

164.8 

26 

183.5 

163.4 

March 

5 

182.4 

162.9 

12 

182.5 

162.8 

19 

181.6 

162.2 

26 

181.5 

162.6 

April 

2 

181.3 

163.9 

9 

181.9 

166.0 

16 

182.9 

166.8 

23 

183.9 

168.2 
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index rose by a little more than nine per 
cent in the week-ended April 23,1977 since 
the beginning of the current year. There 
are two important reasons for this sharp 
upturn in the prices of pulses. First, the 
pulse crops have been neglected in this 
country for a long time and the overall 
annual output has tended to stagnate 
instead of rising. Second, the outlook for 
the current year's pulses crops does not 
seem to be bright due to the untimely 
rains in April and May this year. 

expediting imports 

Edible oils recorded an increase of 
nearly eight per cent in prices between 
January 1, 1977 and April 23, 1977 and 
more than 50 per cent over the past 12 
months. The government then in power 
had realised early this year that massive 
quantities of edible oils would have to be 
imported in order to cover the gap between 
demand and supply. Import licences 
valued at Rs 514 crores were issued to 
private importers, but actual imports have 
so far been around Rs 40 crores in value. 
There are also allegations of profiteering 
by some importers. Currently, a committee 
is examining this problem. What seems 
to be certain is that the prices of edible 
oils may not be brought down in this 
country in the near future because their 
prices in the world markets have already 
soared and range above Rs 9,000 per tonne 
for even the cheapest oil. It will no doubt 
be desirable to expedite imports of edible 
oils and arrest any undue price rise in this 
country due to paucity of stocks. In the 
meantime, there is little justification for a 
rise in vanaspati prices since the State 
Trading Corporation has continued to 
supply edible oils to the vanaspati industry 
at reasonable prices. In a meeting with 
the Commerce minister, Mr Mohan 
Dharia, vanaspati manufacturers are repor¬ 
ted to have assured him that all middle¬ 
men who are suspected to be indulging 
in blackmarketing would be eliminat¬ 
ed and steps would be taken to sell vanas- 
patj to the consumers at fair prices. 

The prices for cotton textiles have 
moved up by about six per cent since 
January 1,1977. Here the villain of the 
piece has been raw cotton, the prices of 
Which have not (seen restrained despite 
liberal imports from abroad. World prices 
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of cotton are much higher than prices 
prevailing in this country. Hence the 
Cotton Corporation of India has been 
obliged to subsidise cotton sales to mills. 
In the short run, there is not much chance 
of the government or industry succeeding 
in lowering cotton or cotton textile prices. 

The prices of a large number of other 
commodities in the consumer’s basket such 
as tea, coffee, meat, vegetables etc, have 
risen in the months of April and May this 
Table II 


The Economic Times Index of Wholesale 
Prices of Commodities 

(Base: 1969-70=100) 


January I, 
1977 

April 1, 
1977 

May 6, 
1977 

Rice 

174.8 

179.8 

182.5 

Wheat 

150.7 

144.3 

132.9 

Groundnut oil 

143.1 

172.2 

194.3 

Sugar 

186.8 

175.2 

182.1 

Gur 

202.2 

207.4 

217.3 

Cotton 

219.7 

239.1 

250.0 

Groundnut 

145.7 

172.1 

212.7 

Cotton yarn 

220.2 

234.6 

233.9 

Cereals 

169.8 

169.9 

165.0 

Pulses 

165.0 

169.1 

182.3 

Vegetable oils 

180.2 

180.7 

195.9 

Spices 

156.4 

183.6 

190.0 

Industrial fibres 

172.6 

184.3 

190.4 

Oilseeds 

221.6 

209.8 

244.0 

Textile yarn 

190.4 

202.1 

204.0 

Food articles 

174.4 

178.5 

182.5 

Raw materials 

199.7 

200.5 

216.4 

Manufactures 

178.3 

182.1 

184.8 

General 




all-India 

181.4 

184.7 

190.8 


Table III 

Index Numbers of Wholesale Prices 

(Base: 1970-71=100) 



January 1, 
1977 

April 23, 
1977 

Cereals 

156.8 

156.8 

Pulses 

152.8 

166.6 

Fibres 

193.8 

196.9 

Oilseeds 

174.7 

180.4 

Edible oils 

162.6 

175.2 

Cotton textiles 

162.0 

171.2 

Drugs & medicines 

134.7 

135.4 

General index 

177.0 

183.9 
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year. Tea and coffee prices have firmed 
up because of rising demand both in this 
country and abroad. Sugar prices have 
declined somewhat because of the increase 
in production and anticipated fall in 
exports. Thus, the factors which have 
mostly operated in stimulating prices of 
essential commodities are not within the 
sphere of influence of the business com¬ 
munity. The prime minister, Mr Morarji 
Desai, has however appealed to manufac¬ 
turers to reduce prices voluntarily even if 
they have to incur losses for a short period. 
The newly-elected president of the Fede¬ 
ration of Indian Chambers of Commerce 
and Industry has urged chambers of com¬ 
merce in various states to set up vigilance 
committees in cooperation with govern¬ 
ment departments for arresting increases in 
prices. 

a valid question 

At the golden jubilee session of the 
FICCI, the prime minister had opined that 
it was the steady expansion in money 
supply, unmatched by the availability of 
consumer products, which was the real 
cause of price inflation. Even if we con¬ 
cede for the moment that the current 
inflationary spell is due to expanding 
money supply, what steps has the Janata 
government taken to restrain this growth? 
From all indications it appears that the 
new government is engaged in studying the 
problem and is not in a position to throw 
up a solution. All eyes are therefore 
focussed on the forthcoming first budget 


that “output would not be allowed to 
stagnate in industry.” While the govern¬ 
ment on its part may be keen to accele¬ 
rate industrial production, there are 
certain new constraints to production 
which are emerging. In some parts of the 
country, power shortage has already raised 
its head and frantic efforts are being made 


to conserve its use. Then, industrial rela-' 
tions during the past two months have 
tended to deteriorate leading to sharp 
increases in man-days lost due to indus¬ 
trial disputes. In view of all these factors, 
the pace of industrial production is expect¬ 
ed to slow down which may further fan 
the fire of inflation. 


CDS : promises to keep 


With the discontinuance, through a 
presidential order, of the impounding of 
50 per cent of the increases in the dear¬ 
ness allowance of the working class, in¬ 
cluding the employees of the government, 
with effect from May 1, the Janata govern¬ 
ment has redeemed at least partly another 
important pledge it had given to the elec¬ 
torate at the time of the recent Lok 
Sabha poll. The compulsory deposit 
scheme, which was introduced in July, 
1974, as an anti-inflation measure, had 
three components. One of them relating 
to the impounding of the wage increases 
after July 5, 1974, in full for one year, 
was abrogated last year when the scheme 
was extended for 12 months in a modified 
form. The second component, relating to 
the impounding of the dearness allow¬ 
ance increases, was scrapped on May 9 
through the proclamation of the above 
ordinance. What now remains of the 


period would be returned to the employees 
along with interest through credits to 
their provident funds, but the repayments 
of the sums impounded in the first two 
years would be made with interest, as ori¬ 
ginally envisaged, in cash to the emplo¬ 
yees directly in five equal annual instal¬ 
ments. No change has been made even 
now in the mode of repayment of the 
amounts impounded on account of the 
wage increases as well as of the deposits 
made by the income-tax payers. Two 
instalments of the impounded wage in¬ 
creases and one instalment each on the 
other two counts have already been re¬ 
funded to the employee with interest. But 
the repayment of the second instalment 
of the impounded dearness allowance to¬ 
gether with the accrued interest, it has 
been decided, would be credited to their 
provident fund accounts and not paid 
in cash. 


of the Janata government which should 
indicate the manner in which it plans to 
wrestle with this problem. 

That is why, in most policy matters, 
status quo prevails at present. For 
instance, no change in the credit policy 
has been instituted. The incremental 
reserve ratio has not been changed even 
though it was to be reviewed in the last 
week of April. No decision has been 
taken in regard to bonus. The withdrawal 
of the Compulsory Deposit Scheme in part 
is the result of the persistent pressure from 
the public though there is the lurking fear 
that it might aggravate the price situation 
by injecting increased purchasing power at 
a time when some of the essential consumer 
goods are in short supply in the country. 

The union minister for Industry, Mr 
Brijlal Verma, recently stated in Calcutta 


scheme is the making of compulsory depo¬ 
sits in special accounts, equivalent to cer¬ 
tain specified percentages of their incomes, 
by income-tax payers with assessable in¬ 
comes of Rs 15,000 or above. This part 
of the scheme too will lapse on July 31, 
unless extended by a new decision. 

The government, however, has not 
gone by the hopes held out by some mem¬ 
bers of the constituent sections of the 
Janata party at the time of the election 
that the impounded sums would also be 
returned to the employees along with in¬ 
terest when the scheme is scrapped and 
also that the dearness allowance impound¬ 
ed in the first two years of the operation 
of the scheme would be returned in cash. 
When the scheme was extended last year, 
provision was made that the dearness 
allowance impounded during the extended 


The government’s decision to credit 
this year’s repayment instalment on 
account of the impounded dearness allow¬ 
ance to the provident fund accounts of 
the employees has consequently caused 
much disappointment to those affected by 
it. All the same, it deserves to be wel¬ 
comed in the overall interests of the eco¬ 
nomy. The sums lying impounded on 
account of dearness allowance aggregate 
to Rs 1,280 crores. Repayment of this 
year’s instalment along with interest 
would have amounted to not less than 
Rs 330 crores. The impounded amount 
under the additional wages component 
currently stands around Rs 30 crores. The * 
repayment of the third instalment from 
this account plu$ interest would mean an 
outgo of Rs 13.5 crores. The repayment 
of the second instalment to income-tax 


ft! av 7ft 1077 


EASTERN ECONOMIST 


928 



payers would foil due only on April 1 
next year; the compulsory deposits on 
this score exceed Rs 100 crores. 

The release of the second instalment of 
about Rs 330 crores out of the impound¬ 
ed dearness allowance directly to the 
employees would have increased the pur¬ 
chasing power in their hands by nearly 
Rs 800 crores, after allowing for the fact 
that the discontinuance of the im¬ 
pounding of 50 per cent of additional 
dearness allowance with effect from this 
month alone means the increase in 
their take-home pay of the order of 
Rs 500 crores per annum. In the present 
state of the economy, when inflationary 
tendencies are strong, such a large addi¬ 
tion to the spending stream—notwith¬ 
standing the fact that part of it would 
undoubtedly have been saved by the 
employees—would have given a new 
thrust to the price level. This would have 
caused all round hardship, particularly to 
the low-income groups. The decision, 
therefore, is a rational one. It is encourag¬ 
ing to note that the new leadership at the 
centre has not shown a partiality for popu¬ 
lism in taking this important decision. 

another aspect 

The Finance ministry, also needs to 
bestow some thought on another aspect 
of the issue which appears to have 
escaped notice. There is a good case for 
treating the above credits to the provident 
fund accounts of the employees for the 
period till the last instalment of the 
impounded dearness allowance falls 
due for repayment on a different 
footing than the normal subscriptions 
to provident fund. Had this instal¬ 
ment been repaid in cash together with 
the accrued interest, as is provided 
for in the case of the employees who do 
not subscribe to provident funds, they 
could have earned through re-investment in 
bank deposits a better interest than what 
is available on provident fond savings. 

Two more points deserve consider¬ 
ation in respect of the purchasing power 
in the bands of the employees this year. 
The government is expected to take a 
decision soon on the payment of bonus 
on the concept of bonus being a defer¬ 
red wage. The income-tax exemption 
limit too may be raised to Rs 10,000 if 


the Janata party implements its pledge to 
the electorate on this score. Some relief 
to the working class, indeed, is called for 
and increased disposable income in its 
hands may have a desirable effect on the 
revival of demand for many industrial 
products. But surely, as argued above 
in regard to the repayment of the second 
instalment of impounded dearness allow¬ 
ance, care has to be taken that there is 
no unduly large addition to the spending 
stream. In the circumstances, it is im¬ 
perative that voluntary savings are encou¬ 
raged to the greatest extent possible. 

The steps that may be taken in this 
connection are the raising of the 
statutory minimum limits of subscriptions 
to provident funds and liberalising the 
exemption limits from income-tax for the 
specific advantage of interest income from 
bank deposits on the analogy of pre¬ 
ferential teatment meted out to the yield 
from units in the UTI. While the for¬ 
mer will enable siphoning off of some 
extra disposable incomes in the hands of 
the employees in the lower and medium 
categories, the latter will help foster 
savings among the more affluent sections. 

Currently, the statutory contribution to 


In his presidential address at the annual 
general meeting of the Bengal Chamber 
of Commerce and Industry held on 
May 4, Mr J. Sengupta urged the 
government of India to set up some basic 
industries in West Bengal in the public 
sector. The industries that he suggested 
were a ship-building yard and a petro¬ 
chemical complex in Haidia. Mr Sengupta 
pointed. out that a naphtha cracker plant 
could help the establishment of the petro¬ 
chemical complex which would attract 
investment to the tune of Rs 200 crores 
in downstream industries in the private 
sector. The coal based chemical industry 
in Asansol/Raniganj region is another 
proposal which will stimulate the growth 
of a large number of ancillary industries. 
These schemes have been under the 


be made by emplyees under the employees* 
provident funds scheme is percent in 
general and eight per cent in 91 industrial 
and business fields where the strength of an 
establishment is 50 persons or more. The 
latter has been done through the issue of 
notifications at various stages in the last 
24 years under the first proviso to sec¬ 
tion 6 of the employees 9 provident fond 
scheme. These limits may be raised to 
8 and 10 per cent respectively. 

Exemption from income-tax is available 
to interest from bank deposits subject to 
a ceiling of Rs 3,000 per annum for all 
incomes eligible under this provision, in¬ 
cluding dividends from shares and from 
units. Incomes from units enjoy a further 
exemption limit of Rs 2,000. The 
Rs 3,000 exemption limit was fixed when 
interest rates on bank deposits were signi¬ 
ficantly lower. No revision has been 
effected in this limit since the interest 
rates were raised three years ago. There 
is justification for raising this limit 
to at least Rs 4,000. In fact, the above 
two separate exemption limits may be 
merged into a figure of Rs 6,000, 
since units have now become sufficiently 
popular. 


consideration of the government of India 
for the past several years but neither New 
Delhi nor the government of West 
Bengal seems to have taken a keen interest 
in them. Even if the government of India 
is now willing to consider these proposals 
favourably, will it be possible to imple¬ 
ment them in view of the chronic power 
shortage in West Bengal? 

Mr Sengupta said that the power 
situation in West Bengal was “desperate’* 
and that “industrial production is being 
seriously hampered”. He quoted the find¬ 
ing of the ninth annual power survey 
committee of the Central Electricity 
Authority which had estimated that by 
the end of this decade the demand in 
Lower Bengal would grow to 1460 MW 
and that, even if the approved power 

MAY 20 , 1977 


West Bengal: prospects 

for investment 


baubkm economist 


929 



projects were completed on schedule, the 
shortfall would continue. He therefore 
suggested that “top priority” should be 
given to the enlargement of generating 
capacity and that the foreign exchange 
reserves might be utilised for importing 
power plants where it was essential. But 
these proposals will take time to be 
implemented and, in the meanwhile, there 
does not seem to be an immediate solu¬ 
tion to save industries from the impact of 
sudden and frequent load-shedding. 

pressing needs 

Mr Sengupta referred to the difficulties 
facing the jute, tea and engineering indus¬ 
tries in the eastern region and observed 
that, for the jute mills, adequate bank 
finance was “the most pressing need” and 
that this should be met. The tea industry, 
according to him, has been doing well 
due to the higher unit value in the inter¬ 
national market and he suggested that 
it should now plough back profits to 
increase the yield per hectare. But the 
engineering industries continue to face 
serious difficulties. “A substantial capa¬ 
city for capital goods, intermediates and 
consumer goods still remains unutilised 
primarily due to lack of sufficient de¬ 
mand”, said Mr Sengupta. He revealed 
that orders expected from the government 
following an increase in the annual Plan 
outlay had not been forthcoming. It is 
not clear whether he was referring to the 
orders from the government of India or 
the government of West Bengal, or both. 
In any case, there is an imperative need 
to ensure the flow of more orders to the 
industries in the eastern region. But if 
adequate orders are readily forthcoming, 
how far will industries be able to meet 
them according to schedule in the present 
situation? 

The president of the Bengal Chamber 
welcomed the government's emphasis 
on the growth of small industries but he 
stressed the need for caution in implement¬ 
ing this policy. He said, “But on no 
account should scarce material resources 
be wasted through over-protection of 
small-scale units. Also, where unit cost 
can be reduced through the application of 
sophisticated technology, replacement of 
the large-scale by the small-scale units can 
only be counter-productive. Furthermore, 
compliance with norms of employment 


And other statutory requirements should 
be as much the responsibility of the small- 
scale units as that of the large-scale units 
in general. If, however, such compliance 
affects the viability of the small-scale 
units, then consideration may be given to 
granting them subsidies and tax conces¬ 
sions on a selective basis for specific 
improvements in their production effi¬ 
ciency rather than across-the-board con¬ 
cessions”. It is hoped that the govern¬ 
ment will carefully consider the implica¬ 
tions of these suggestions. The import 
policy for 1977-78 provides many subs¬ 
tantial concessions and incentives to the 
small industries but sufficient care should 
be taken in implementing it so that 
only the genuine units get the benefits. 
The Bengal Chamber and similar organi¬ 
sations should spell out in greater detail 
what exactly should be the official policy 
towards small industries so that their 
growth can be ensured on healthy lines. 

Mr Sengupta raised the question of 
foreign capital investment in India. He 
said that foreign capital could play “a 
very useful supplementary role not only 
in accelerating the rate of investment but 
also in up-dating technology and generating 
additional employment”. He suggested 
that foreign capital should be allowed 
only with adequate safeguards and that 
export obligations might be stipulated to 
match the dividend and the royalty out¬ 
flow. But would not the Bengal Chamber 
like to have the entire scheme of export 
obligations reviewed in the context of the 
accretion of large foreign exchange 
reserves ? 

Mr Sengupta suggested that the existing 


foreign investment should continue to be 
encouraged “on a selective basis and with 
proper controls, since it will particularly 
benefit the economy of the eastern region 
which has the largest concentration of 
FBRA companies”. Such a policy wifi 
also help to promote the flow of new 
foreign investment into the eastern region 
which has immense potential for several 
industries with growth prospects. But 
Indian and foreign investors can be 
attracted to West Bengal only if the 
climate there is sufficiently attractive. 
Apart from the constraint of power, 
investors have to face, to quote Mr 
Sengupta, “the baneful effects of inter 
and intra-union rivalry” which are “still 
perceptible in a number of units”. In any 
case, investors will prefer to wait and see 
to what extent political stability will pre¬ 
vail in West Bengal in the coming months. 

Mr Brijlal Verma, union Industry 
minister, who inaugurated the chamber’s 
annual meeting, did not deal with the 
major issues raised by Mr Sengupta. The 
minister stressed the need to encourage 
the growth of small scale industries and 
halt the trend of migration to urban 
areas. He urged industry to break new 
ground and take up measures for decen¬ 
tralisation ol industry. The Bengal Cham¬ 
ber has already taken the initiative in this 
matter. It has announced its intention 
to adopt a group of villages and under¬ 
take activities for improved agricultural 
practices, family welfare and betterment 
of the quality of life. It remains to be 
seen to what extent this commendable 
example will be emulated by other busi¬ 
ness organisations. 
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New orientation to industrial development * 
Recycling of food stocks • Export board for 
steel • State elections 


Several exercises are being conducted in 
the various organisations of the govern¬ 
ment of India connected with the village, 
rural and small-scale industries and also 
in the Planning Commission to reorient 
the industrial policy to the development 
of these industries. Some joint meetings 
of the representatives of the above 
organisations are stated to have been 
held in the past few weeks under the 
aegis of the Planning Commission. 

The reorientation of the industrial policy 
is to be done in terms of the Janata 
party's election manifesto. The additional 
secretary and development commissioner 
for small-scale Industries, Mr I. C. Puri, 
revealed to newsmen last week that a 
new industrial policy statement was likely 
to be made by the prime minister or the 
minister for industry soon. Mr Puri is 
coordinating the studies which have been 
initiated. A tentative working paper, 
he disclosed, had already been submitted 
by him for the consideration of the 
union cabinet. 

time-bound exercises 

Mr Puri stressed that the above exer¬ 
cises were timebound exercises. One 
paper based on them, suggesting the 
programme for immediate implementation, 
would be finalised shortly in the light of 
the comments received on the tentative 
working paper already submitted so 
that some steps for the development of 
the decentralised sector could be taken 
in the forthcoming regular budget of the 
central government. A detailed blueprint 
was proposed to be finalised in about 
three months. 

The major shift in emphasis in indust¬ 


rial policy is envisaged to be made in 
favour of fostering rural and cottage 
industries. It is felt that even the small- 
scale industries cannot improve employ¬ 
ment situation in rural areas. The rural 
industries are primarily proposed to be 
based on local skills and raw materials. 
The use of industrial intermediates by 
them, whether produced indigenously or 
imported, however, is not ruled out. 

small sector 

Another major thrust of the new policy 
is likely to be that those industries would 
be taken up for development first in 
which there is greater scope for employ¬ 
ment at the production stage itself. 
Within the small-scale sector, Mr Puri 
said, efforts would be made to iden¬ 
tify the most labour-intensive indust¬ 
ries as there were considerable variations 
in labour intensity of small units. 
Although the commonly understood 
small-scale sector, Mr Puri added, had 
a good deal of employment potential at 
the production stage, yet its major 
potential for providing profitable avoca¬ 
tion was in the marketing field. The new 
policy therefore will be different from 
the policy followed for the fostering of 
small-scale industries hitherto in this 
material respect also. 

Mr Puri, however, agreed that develop¬ 
ment of rural, cottage and small-scale 
industries could not be isolated from the 
development of the other sectors of the 
industrial economy, as the development 
had to be in a coordinated and 
integrated manner. Even the rural, cottage 
and small-scale industries had to depend 


on adequate availability of equipments 
and raw materials which could be produced 
economically only in the large-scale 
sector. Then, there was the question of 
ancillary industries. Attempts primarily 
would have to be made at the develop¬ 
ment of rural, cottage and small- 
scale industries at both the ends of 
the nucleus of the large-scale sector: 
the decentralised sector not only assisting 
the development of the large-scale sector 
but also making use of the products, 
particularly equipment and industrial 
intermediates, produced by large-scale 
units. 

technical assistance provision 

Another major effort, Mr Puri indicated, 
would be provision of not only financial 
and technical assistance for the setting up 
of small industrial units but also for the 
marketing of their products, which was 
a major handicap the small industries 
sector suffered from at present. Efforts 
would also be made to encourage co¬ 
operatives of rural and cottage industries 
to make their economies sufficiently 
viable. 

Mr Puri further stated that thought was 
being bestowed on reclassifying industries, 
as at present there was both duplication 
and omission of work among the 
various agencies connected with their 
development. The Khadi and Village 
Industries Board, for instance, he pointed 
out, had been assigned certain industries 
which also fell under the definition of 
small-scale industries. 

Asked about the weeding out of bogus 
small scale units, Mr Puri observed that 
liberal imports and easy availability of 
raw materials had, in fact, put an end 
to most of such units. The mode of 
operation of these units in the past was 
to get allocations of scarce raw materials 
ahd sell them at a profit in the open 
market instead of undertaking any manu¬ 
facture. Now, as there was hardly any 
open market premium, many bogus 
small-scale units had lost their profitability 
and hence the rationale for their existence. 
Another helpful factor had been the 
coming up of the new generation of 
entrepreneurs which was industry-oriented, 
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unlike the older generation which was 
trade-oriented. 

• * 

The Director-General of Food and 
Agriculture Organisation (FAO), Dr 
Edourd Saouma, who was on a short 
two-day visit here last week to get 
acquainted with the new leaders at the 
helm of affairs in the government and 
to assure them of FAO’s continuing 
interest and support to Indian agriculture, 
revealed to newsmen at the conclusion of 
his visit that he had held some preliminary 
discussions with Indian officials on 
their proposal of part of our food stock 
being loaned through FAO to nearby 
countries to be replenished later by this 
organisation when we need the loaned 
grains. 

recycling stocks 

The proposal is understood to have 
been made from the Indian side in view 
of the difficulties being experienced in 
recycling the wheat stock which alone 
aggregates to nearly 16 million tonnes. 
By the end of next month, this stock is 
likely to go up to 20 million tonnes if the 
current procurement programme succeeds 
according to expectations. The overall 
stock of foodgrains at present exceeds 
18 million tonnes, entailing locking up 
of sizeable funds and the need for 
augmenting the storage capacity. There 
is also a danger that if it is not recycled 
properly, the quality of the stocked 
grains would deteriorate. If part of the 
stock could be utilised by FAO for its 
assistance programme to the needy neigh¬ 
bouring countries, this would save a good 
deal of transportation cost of this assis¬ 
tance programme and India would be 
assured of getting back the loaned grains 
when the need arose, without spending 
undue foreign exchange on effecting 
imports. 

The final decision of FAO in regard 
to the above proposal is expected to be 
known in the near future. A detailed 
scheme would be worked out then. 

Dr Saouma pointed out that the 
scheme to arrange regional food stocks 
had not yet gone under way since some 
countries were not prepared to accept 


international guarantee. The rich countries 
also had as yet done nothing to imple¬ 
ment the recommendation of FAO that 
18 per cent of the annual consumption 
should be held in stock, .although they 
had agreed to this proposal in principle. 
Another difficulty in finalising the scheme 
was that two large foodgrains producing 
countries, namely, China and the Soviet 
Union, were not included in it. 

Dr Saouma disclosed that FAO would 
organise a world rural development 
conference in 1979. He has asked the 
government of India to provide data 
and analyasis on the basis of the Indian 
experience for the guidance of the propo¬ 
sed conference. He referred specially to the 
pilot projects undertaken by the union 
ministry of Agriculture to study cons¬ 
traints to rural development in the 20 
districts in which the scheme had been 
launened by it. 

Dr Saouma further revealed that 
some proposals from the government of 
India for assistance under the technical 
cooperation programme of FAO were 
receiving his sympathetic consideration. 
Already two projects had been approved 
under this programme, involving an 
allocation from FAO to the tune of 
$ 341,000. The projects were a pilot 
plant for manufacturing small prefabrica¬ 
ted water control structures in support of 
the command area development pro¬ 
gramme and provision of equipment for 
the geophysical wing of the central 
ground water board. 

* * 

An export board is being formed to 
boost the exports of steel. The board 
will constantly review the export position 
to maximise the foreign exchange earnings 
and also to ensure that there is adequate 
domestic availability. It will consist of 
representatives of the government, the 
main producers of steel and re-rollers. 

The decision to set up the board was 
taken recently after a review was made 
by the Steel ministry and SAIL of the 
availability of steel, absorbtion in the 
domestic market and export requirements. 
Discussions were held with the main 
producers, billet re-rollers, mini steel 
plants and tube-makers to optimise the 


utilisation of capacity in the steel sector 
as a whole. 

The steel export target for 1977-78 has 
been fixed at 2.4 million tonnes. Apart 
from this, one million tonnes of pig iron 
will also be exported. Efforts are being 
made to increase the exports of re-rollers 
from 300,000 tonnes last year to nearly 
600,000 tonnes during the current financial 
year. Exports of steel last year amounted 
to 1.409 million tonnes and those of pig 
iron to 1.022 million tonnes, netting 
foreign exchange worth Rs 331.8 crores. 

* * 

The Election Commission has announced 
the programme for general elections to 
the legislative assemblies of ten states and 
two union territories, including the 
Metropolitan Council of Delhi. The poll 
will be taken between June 10 and 14. 
Four states and the two union territories 
will have one-day poll; four states will 
have two-day poll and two states will have 
three-day poll. The poll dates will be as 
follows : Orissa and Himachal Pradesh — 
June 10; Punjab, Haryana and Delhi — 
June 12; Pondicherry — June 14; Madhya 
Pradesh and Rajasthan — June 10 and 13; 
West Bengal — June 11 and 14; Tamil 
Nadu — June 12 and 14; Uttar Pradesh 
and Bihar — June 10, 12 and 14. 

The last date for making nominations 
for these 12 state assembly elections is 
May 18. Scrutiny of nominations will 
be held on May 19 and the last date for 
withdrawal of candidatures will be May 
21 . 

The poll in the union territory of Goa, 
Daman and Diu is to be taken on June 1. 

The bye-elections to fill nine vacancies 
in the Gujarat legislative assembly will be 
held on June 10. 
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Making the most of more 

What are the prospects for additional Imports following the liberalised 
policy for issue of licences? The author believes there may be larger 
imports of such items as were smuggled into the country previously. 
The expenditure in regard to machinery and spares is unlikely to be 
substantial as world prices are high and Importers of plant and 
machinery will also have to find the required rupee resources. In 
view of wild fluctuations in the indigenous production of cotton and 
oilseeds, opportunity should be taken to build their buffer stocks 
by making purchases in favourable world market conditions. 


The Import policy for 1977-78 could be 
easily formulated by the union minister 
for Commerce as the trends in foreign 
trade in 1976-77 were quite gratifying 
and there has been an embarrassing 
growth in foreign exchange reserves Mr 
Mohan Dharia could indeed have opted 
for free licensing or the issue of open 
general licences for all imports except 
those on an intelligently conceived banned 
list. The position now is vastly different 
from the mid fifities when it was decided 
to utilise the huge foreign balances— 
“huge” according to the then prevailing 
notions—and provide the necessary faci¬ 
lities for industry and trade for getting 
their requirements through imports. As 
there was a strong pent-up demand and 
the industrial base in this country had 
not bsen strengthened available foreign 
exchange reserves could be easily run 
down and foreign balances held by the 
Reserve Bank in the issue and banking 
departments at the end of 1960-61 were 
only Rs 136.25 crores against Rs 884.18 
crores at the end of 1950 51 and 
Rs 746.14 crores at the end of 1955-56. 

rapid withdrawals 

Thus, there were rapid withdrawals 
from the reserves only in 1956-61, the net 
decline being Rs 610 crores. This extent 
of utilisation may not be considered 
staggering in the present context of foreign 
balances of over Rs 2,800 crores. But it is 
necessary to remember that foreign balan¬ 
ces in 1955-56 had a greater rupee conno¬ 
tation if the devaluation of the Indian 
currency in 1966 is taken into considera¬ 
tion. Also the purchasing power of these 
balances was much more effective and it 
will be no exaggeration to say that the 
withdrawal of Rs 610 crores then would 
be the equivalent of Rs 2,500 crores today 
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on an adjusted basis. It was therefore 
possible to finance trade deficits by drafts 
on reserves and net foreign aid. 

The situation turned difficult in the 
early sixties and it became necessary to 
seek liberal foreign aid and also assistance 
under PL-480 from the US. There was 
considerable criticism of the policy adopt¬ 
ed by the then government in respect of 
imports and heavy expenditure on pur¬ 
chases of foodgrains and. other agricul¬ 
tural commodities under the PL-480 
agreement. There cannot however be a 
repetition of the earlier happenings now 
as it is unnecessary to import foodgrains. 
what with our bulging buffer stocks of 
wheat. The industrial base has vastly 
expanded and there is even difficulty in 


POINT 
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absorbing fully the output of steel, 
engineering goods, cloth and yarn and 
chemicals while there is a boom in ex¬ 
ports of hides and skins and plantation 
products. 

Except for the shortage of raw cotton 
and edible oils and vital requirements 
of imported spares and components, 
there is no need for massive imports in 
other directions. The trends in foreign 
trade in 1976-77 have been highly gratify¬ 
ing as it has been possible to finance 
import very nearly with current foreign 
exchange earnings. In the first 11 ^months 
of 1976-77, exports surged to Rs 4,493.96 
crores from Rs 3,477.6$ crores in the 
corresponding period in 1975-76 while 


imports Sagittarius 

imports were not much higher 
than during the same period last year. 
The trade deficit thus contracted 
to a nominal Rs 80.6 crores for the 
11 months ended February 1977 from as 
much as Rs 1,311 crores in the corres¬ 
ponding period in 1975-76. 

What is the outlook for foreign trade 
in 1977-78 and what are the exact impli¬ 
cations of the new import policy? The 
answers to these questions will enable us 
to determine to what extent there can be 
a running down of foreign balances for 
financing additionally imports and secur¬ 
ing the required resources for plan 
schemes. With a boom in exports of 
plantation products larger shipments of 
textiles, hides and skins, marine products 
and engineering goods, the value of 
exports in 1977-78 can be easily Rs 5,500 
crores. The shipments of tea and coffee 
alone may be fetching an extra Rs 200 
crores in the current financial year, if not 
more, while additional foreign exchange 
earnings from other plantation products 
are likely to be Rs 50 crores. Cotton 
textiles, engineering goods and marine 
products can account for another Rs 200 
crores and the balance of Rs 200 crores 
through other products. 

no trade deficit 

With aggregate exports in 1976-77 being 
only around Rs 5,000 crores, it will be 
seen that an increase in imports by even 
Rs 500 crores in 1977-78 can be easily 
paid for by export earnings. And if there 
has to be a net withdrawal from foreign 
balances by Rs 800 crores, imports will 
have to rise to Rs 6,300 crores. Even if the 
assumptions regarding export earnings are 
not fully realised, there is no likelihood 
of any net trade deficit emerging in the 
absence of a planned policy for imports, 
heavy capital expenditure on Plan schemes 
by securing plant and machinery outside 
the allocations of foreign aid and liberally 
permitting investment in neighbouring 
countries. 

The prospects for maintaining exports 
at a high level are certainly encouraging 
while there can be a cut-back in imports 
of raw cotton and edible oils if the yield 
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FACTS YOU'D LIKE TO KNOW ABOl I 
THE PHARMACEUTICAL INDUSTRY 


The pharmaceutical industry in 
India haa a record of performance 

matched by few other industries. 
In terms of quantity and quality of 
growth, it is in the front rank of 
India’s science-based industries, 
producing almost all essential 
medicines and meeting the coun¬ 
try’s requirements of finished pro¬ 
ducts in full and of bulk drugs very 
substantially. 

Among the developing countries 
India has the distinction of having 
the largest and most modem 
pharmaceutical industry, accor¬ 
ding to the rating of the United 
Nations Industrial Development 
Organisation (UNIDO). Hare are 
the dimensions of growth in brief;- 
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T^le present production of drugs 
in the country, valued at Rs. 500 
crorcs, works out to Rs. 8/- per 
annum on a per capita basis. Even 
if production were to be inrrcasrd 
to Rs. 1600 crores by the end of the 
Sixth Plan (1983-84) that is, more 
than three times the current output, 
it would hardly he sufficient for a 
per capita availability of drugs of 
Iks. 23/- per annum as by then our 
population would have also 
increased. 

The fact is that the country just 
dooi not produce enough drugs to go * 
around; nor will it'be able to meet 
tht demand in full in the 5th and 
6th Plans, if 50% of thr population 
becomes regular consumers of 
modern drugs instead of 20-25% 
at present. 



Total Management Capability 

The pharmaceutical industry has 
the capability-technological, finan¬ 
cial, managerial, in fact, of total 
management—to achieve the requi¬ 
red production provided the right 
policies arc adopted and a suitable 
operating environment or growth 
climate is created. 


There are four major policy 
questions that are fundamental to 
the growth of the industry on heal¬ 
thy lines. These cover (i) produc¬ 
tion (ii) pricing (iii) research and 
development and (iv) technology. 

Production 

Undoubtedly higher production 
of both bulk drugs and finished 
products is the most important 
national need today. There is an 


urgent need to redefine our priori¬ 
ties and reframe our policies with 
a view to expediting the process of 
full utilisation of capacities to 
maximise production. 

Pricing 

Drug prices in India are among 
the lowest in the world. Expert 
bodies and official committees of 
enquiry have decisively confirmed 
this fket. Yet the vast majority of 
our people cannot afford to buy the 
medicines they need. This is a clear 
indication that drug prices are net 
high but that, unfortunately, the 
purchasing power of our people is 
low which in turn is a reflection of 
the low level of our economy. 

The industry's record in holding 
the price line of drugs is exemplary. 
According to the Government price 
index, drugs are among the very 
few commodities in which inflation 
has been minimal. This despite the 
fact that the drug industry has 
suffered from an escalation in costs 
>t as all other industries have. 
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A stable and fairly long-term 
pricing policy for both bulk drugs 
and formulations is basic to the 
healthy growth of the industry. 
Such a policy should ensure a fair 
price—fair to the consumer as well 
as to the producer. 

Research & Development 

In all the areas of R&D—-basic 
research, process resrarch and 
improvements, product develop¬ 
ment, formulation, packaging and 
import substitution research—the 
pharmaceutical industry has an 
excellent record. Look at thr farts. 
The industry's R&D spending is 
2% of its sales turnover. This 
compares very favourably with the 
R&D expenditure of 0.06% by all 
industries in the country. However, 
compared to the industry in the 
developed countries, our R&D 
expenditure would apprar to be 
small. But then R&D is directly 
related to the size of operations and 
the level of profits. The pharma¬ 
ceutical industry in India, and thr 
units comprising it, are small not 
only by international standards but 
by Indian standards as well. Howe¬ 
ver, this situation is bound to 
change. As the industry grows 
and with it the size of the 
individual units, research and deve¬ 
lopment relrvant to the diseases 
and conditions prevalent in India 
would grow apace. 



Technology 

The pharmaceutical industry, 
more than any other industry, it 
international in character and ope-' 
rations. Disease knows no national 
boundaries and the search for new 
knowledge and new agents to com¬ 
bat disease and relieve human 
suffering are truly international in 
scope and coverage.. If it were not 
for the international character of 
pharmaceutical research, modern 
therapeutics would be very much 
poorer. 

Self-reliance in technology is one 
of our major national goals. With 
its large scientific infrastructure 
and technical manpower our coun¬ 
try is now well set on the road to 
technological self-reliance in several 
fields, including pharmaceuticals. 
However, self-reliance can be view¬ 
ed only in a relative sense—rela¬ 
tive to the time and situation of 
each industry. A degree of self- 
reliance is a feasible and desirable 
national goal but complete self- 
reliance is not possible; nor is it 
desirable even for the most develo¬ 
ped country today. The internation¬ 
al orientation of the industry also 
facilitates the inflow of new prod¬ 
ucts and new technologies which in 
turn strengthens our own technolo¬ 
gical capabilities. 

The very fact that even such 
developed countries as the United 
Kingdom and Japan, who have 
obtained a high degree of techno¬ 
logical competence, not only allow 
hut even encourage collaboration 
by international companies from 
other countries indicates that such 
collaboration is necessary and is 
in the best interest of the industry 
and of the people in these countries. 

At the Cross-Roads 

The pharmaceutical industry in 
India today stands at the cross¬ 
roads. It is a vital segment of the 
national economy. Its products and 
srrvices are an essential input in 
our healthcare programme. Let us 
therefore adopt such policies and 
altitudes that will stimulate and 
sustain the growth of the industry. 
So that it is enabled to make avai¬ 
lable modern drugs of the highest 
standards of quality to all our peo¬ 
ple where they are needed, when 
they are needed. 

If you would like to have more 
information and data about the 
pharmaceutical industry, please 
write to: 


Organisation of 
Pharmaceutical 
Producers of India 

Cook*. Building: 324. Dr. D. N. 
Road, Bombay 400001 


The 


premier association of the 
tttical industry. 
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of cotton and oilseeds in the new season 
turn out to be satisfactory. The oppor¬ 
tunity should of course be utilised for 
building up stocks of these and other 
commodities if world prices tended to 
decline and purchases could be effected on 
a reasonable basis. The developments in 
the past two years have emphasised the 
need for ensuring continuity in supplies 
even with violent fluctuations in the indi¬ 
genous production of commercial crops. 
This continuity can be assured if 500,000 
bales of raw cotton and 300,000 tonnes 
of edible oils can be maintained as 
buffer stock. These buffer stocks 
need not necessarily involve add’tional 
outlay in foreign exchange as they could 
be created even with the same volume of 
imports when internal production tends 
to rise. The outlay will not be more than 
Rs500crores even if the entire amount 
has to be found over and above imports 
on the scale of 1976-77 under these heads. 

Again, what are the prospects for addi¬ 
tional imports following the liberalised 
policy for issue of licences? There may 
have to be larger imports of items which 
have been smuggled into the country and 
machinery and spare parts unavailable 


from indigenous sources but the expendi¬ 
ture in this regard is unlikely to be subs¬ 
tantial as world prices are high and the 
importers of plant and machinery will 
also have to find the required rupee- 
resources. Even in respect of edible oils 
and raw cotton which are in short supply, 
imports are not freely absorbed or licences 
fully utilised. This is because the import 
parity is higher than the indigenous prices 
even after the fantastic rise for different 
categories of cotton and edible oils in the 
past year. The waiver of the import duty 
on cotton and edible oils, excepting 
coconut oil and copra, has not helped 
matters and the government has had to 
subsidise sales of raw cotton for encourag¬ 
ing the absorbtion of foreign growths. In 
respect of edible oils a similar policy has 
not been pursued and it may become 
imperative to subsidise sales on a pooled 
basis if imports are to be liberally used. 
There are of course practical difficulties 
in the way as a pooling arrangement will 
be effective only if there are canalised 
imports and some regulation of opera¬ 
tions of the trade. In view of the numerous 
difficulties involved and the undesirability 
of regimentation the best course would 


be to effect sales through fair price shops 
on a subsidised basis out of stocks im¬ 
ported by the State Trading Corporation. 

There are of course some items which 
can be secured on a cheaper basis as in 
the case of polyester fibre. But care has 
to be taken that such exports do not have 
an adverse effect on operations of indi¬ 
genous producers. In some other 
instances, as in the case of polyvinyl 
chloride, there can be liberal imports 
for eliminating scarcities if import duties 
can be suitably adjusted. It will therefore 
be seen that the new import policy may 
not be automatically reflected in higher 
imports unless there is a decline in world 
prices or adjustments in import and 
excise duties for facilitating imports and 
stimulating consumption. The Finance 
minister has to adopt follow-up measures 
when presenting his budget for 1977-78. 
No mistakes should be committed 
which will have a retarding effect on indu¬ 
stries on account of misplaced enthusiasm 
for running down foreign exchange 
reserves. The new experiment can, of i 
course, yield good results if appropriate j 
adjustments are effected in the light of i 
actual developments. I 


Dimensions of unemployment in India 

H. S. Kehal 


Various estimates had placed the number of unemployed in the 
country in 1971 at around 21 million though no official figures have 
been iasuod in the recent past. Unemployment among the educated 
has increased at a galloping pace. The author who Is Assistant 
Professor of Economics In the Punjab Agricultural University urges 
that educational and training facilities should bo clossly linked to the 
requirements of the economy. Keeping in view the severity of the 
situation r it is imperative to have manpower budgeting which would 
help In identifying the problems and chalking out feasible solutions. 


No precisb information is available at 
present regarding the total number of 
unemployed and underemployed persons 
in India. No official estimates of unem¬ 
ployment have been issued in the recent 
past. After the publication of the Dant- 
wala Committee Report (1970), the 
Planning Commission has stopped giving 
any estimates of prevailing unemployment 
and underemployment. 

Estimates are available, however, re¬ 
garding the variations in the magnitude 
of unemployment in our country in the 
past. The extent of unemployment has 
been worked out by the Planning Com¬ 
mission, other agencies and individuals 


on the basis of Census and National 
Sample Survey data, employment exchange 
statistics or information generated by 
special enquiries conducted from time to 
time. The backlog of unemployment at 
the beginning of the second Plan was 
placed at 5.3 million, 2.8 million in rural 
areas and 2.5 million in urban areas. On 
the basis of the National Sample Survey 
(NSS) Preliminary Survey of Urban 
Unemployment, the Study Group on 
Educated Unemployment set up by the 
Planning Commission placed the number 
of educated unemployed in 1956 at 0.55 
million. The backlog of unemployment 
at the beginning of the third Plan was 


originally placed at nine million but was 
subsequently revised to seven million. The 
backlog of the educated unemployed was 
estimated at about one million. The 
backlog as given in the fouth five year 
Plan—A Draft Outline (1966-71), was 
estimated i between nine and 10 million, out 
of which seven million were thought to be 
in the rural sector. In the draft of the 
fourth Plan (1969-74) no attempt was 
made to indicate the backlog of unem¬ 
ployment in the country. 1 

The Committee on Unemployment, 
appointed by the government of India in 
1970 to assess the extent of unemploy¬ 
ment and under-employment and to 
suggest remedial measures, has gone into 
the whole question and put the likely 
number of unemployed persons in India 
in 1971 at 18.7 million. 1 But this figure, 
the committee emphasised, only roughly 
indicated the dimensions of the problem. 
Out of these 18.7 million as many as 
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nine million were totally unemployed 
while 9.7 million had work for less than 
14 hours a week and were treated as 
unemployed in compiling the estimates. 
Area-wise, 16.1 million were estimated to 
be in rural areas and only 2.6 million in 
urban areas. The committee further 
emphasized that these figures could only 
very broadly indicate the dimensions of 
the problem and could not give a precise 
measurement of the extent of unemploy¬ 
ment. It is estimated that some 40 per 
cent of the population lives below the 
subsistence level. Apart from the wholly 
unemployed persons other categories of 
persons living below the subsistence level 
would also need to be provided with work 
opportunities adequately supplementing 
their income and for bringing them up 
to a minimum subsistence level. 

Raj Krishna in his presidential address 
to the Indian Society of Agricultural 
Economics (1972) gave his own estimates 
about the minimum order of magni¬ 
tude of our unemployment problem. 
Including the wholly unemployed and the 
severely underemployed available for 
additional work nearly 21.5 million of 
our workers were unemployed in 1971, 
about 19.3 million in the rural areas and 
2.2 million in the urban areas. 1 

unemployed & underemployed 

The 27th Round of the NSS was 
designed specifically to conduct an inten¬ 
sive study of the unemployment and 
underemployment prevalent in the country. 
According to the findings of this Round 4 
there vere.4.1 ml lion persons in 1972-73 
who had no work and who were seeking 
work or were m ailable for work and may be 
said to be ‘chronically' unemployed. There 
were also 29.9 million casual workers who 
were intermittently unemployed and were 
seeking work. Out of these 29 9 million 
casual wage workers 27.3 million were in 
rural areas and only 2.6 million in the 
urban areas. On the other hand, out of 
the 4.1 million chronically unemployed, 
two million were in the rural areas and 
2.1 million in the urban areas. Outflow 
of rural unemployed and underemployed 
to the urban areas in search of job 
openings accentuate the employment 
problem there 

Th* Round also provides estimates 
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about the average number of unemployed 
persons, excluding the underemployed, on 
a weekly status basis. Table I presents the 
estimates of average number of persons, 
totally unemployed in each week during 
October 1972 to March 1973. During this 
period 9.5 million persons (5.6 million 
males and 3.9 million females) on an 
average were unemployed and seeking 
work per week. The number may, how¬ 
ever, vary from about five million in some 
weeks to about 11 million m some other 
weeks. Out of the 9.5 million persons 
7.0 million were in rural areas and the 
rest 2.5 million in urban areas. 

fears of the worst 

It wasalso opined that the unemployment 
situation was expected to be worse in the 
months of April to September. Compared 
with the period of September 1961 to July 
1962 (17th Round) and July 1964 to June 
1965 (19th Round) the figure of 9.5 million 
persons in the period October 1972 to 
March 1973 (27th Round) was higher by 
2.2 million persons (30.14 per cent) and 
1.7 million persons (21.79 per cent) 
respectively. Further 239.8 million persons 
were estimated to be in the labour force 
during the period of the 27th Round, out 
of which 9.5 million were on the average 
totally unemployed in each week. Thus 
3.96 per cent of the labour force was 
economically inactive per week. 

It is not only the open unemployment 
Table I 


Estimates of average number of persons 
totally unemployed 

(Million) 


Rural Urban Total 

In each week during October 1972 to 


March 1973 


Male 

3.7 1.9 

5.6 

Female 

3.3 0.6 

3.9 

Total 

7.0 2.5 

9.5 

In a wfck of different NSS 

Round 


17 th 19th 

27th 


Round Round 

Round 


(Sept. 61- (July. 64- 

(Oct. 72- 


July 62) June 65) 

Sept. 1973) 

Male 

7.0 6.8 

7.0 

Female 

0.8 0.5 

2.5 

Total 

7.8 7.3 

9.5 


Source: NSS Report No. 255-A. 


but disguised unemployment and under¬ 
employment also which occupy serious 
dimensions in our country. The factors 
leading to this phenomenon are the low 
end poverty (low resouce base of the 
self-employed), seasonal nature of agri¬ 
culture and low growth in the secondary 
and tertiary sectors to absorb the rural 
and urban surplus labour. “The figures 
of underemployment, computable only 
for the 60’s are truly staggering—averag¬ 
ing 19 million on the basis of reported 
availability for more work and 58 million 
on the basis of a cut off point of 42 hours 
of work per week”. 6 

Even the above cited estimates from 
various sources may not represent the 
correct picture of unemployment and 
underemployment in the country because 
of the limitations from which the estimates 
suffer. But whatever the limitations of 
these estimates, one thing very clearly 
revealed by the analysis of the available 
statistics is that the problem of unemploy¬ 
ment and underemployment is massive 
and growing. 

magnitude of growth 

It is not only the massive unemploy¬ 
ment existing at a point of time but the 
tendency of the magnitude to grow at an 
accelerated pace which makes the problem 
grave in our country. 

Backlog of the unemployed in our 
country has been increasing with every 
five year Plan completed. Backlog had to 
increase because the employment oppor¬ 
tunities created during the Plan period 
always fell short of additions to the 
labour force. For example, the oppor¬ 
tunities of gainful employment created 
during first, second and third five-year 
Plans were only seven million, 10 million 
and 14.5 million respectively and these 
were far less than the net addition made 
to the labour force which were nine 
million, 11.7 million and 17 million res¬ 
pectively. Under various Plan and non- 
Plan schemes efforts have been made to 
create additional employment opportuni¬ 
ties. Achievements under various emp¬ 
loyment generating programmes usually 
have not been according to expectations. 
“Year in and year out, the number t>f 
new jobs created whether under the crash 
schemes or under the SEDA or under the 
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MFALA, has fallen frighteningly short of 
the target announced. Even the limited 
outlays proposed under various employ¬ 
ment schemes have, however, not been 
folly utilized in recent years'*. 6 

II 

•mploymenf trends 

The live registers of employment ex¬ 
changes are the only regular source of in¬ 
formation on trends in unemployment in 
the country. While all the persons regis¬ 
tered with exchanges may not be actually 
unemployed, all the unemployed do not 
register at the exchanges, partly because 
registration is voluntary, but largely 
because the rural unemployed and under¬ 
employed do not know about the existence 
of these exchanges and even if they do, 
they seldom avail of the opportunity. So 
the live register data under-estimates 
the unemployment prevailing in the 
country. Despite these limitations, the 
data enables a review of the situation 
on a continuing basis. 

The total number of applicants on the 


live register as shown in Table n had 
increased from just 332,000 7 in 1951 to 
18,33,000 in 1961, 51,00,000 in 1971 and 
to a staggering figure of 96,08,000 at the 
end of June 1976. Analysis of the indices 
of unemployment taking 1951 and 1961 
as base years further reveal the grim 
unemployment situation in the country. 
The index of the total number of appli¬ 
cants on the live register in 1976 was 
2,984.16 on the base of 1951 and it was 
524.22 on the base of 1961. Thus it is 
evident that the number of registrants 
with employment exchanges has grown 
by 29 times over the 26 years period of 
planned development and by more than 
five times between 1961 and 1976. Even 
these figures do not fairly represent the 
true picture of unemployment because 
all the unemployed are not registered with 
the employment exchanges. 

An analysis of the yearly variations in 
the number of applicants reveals that it 
has been as high as 35.2 per cent in 1972. 
It ranged between 15 and 30 in most of the 
years under study. Only in one exceptional 


year viz., 1964, it showed a decline Of 
one per cent. That was perhaps due to 
change in the policy of renewal of regis¬ 
tration by exchanges. Further data in 
Table II reveal that the number of unemp¬ 
loyed on the live register increased during 
1961-76 at a compound growth rate of 
12.1 percent. With this rate of growth 
the projected figure of the registrants on 
the live register is 1.51 crores for 1980. 

The growth in numbers on the live 
register is accounted for by the widening 
gulf between the registrations and place¬ 
ments during the year. The ratio of place¬ 
ments to registrations ranged between 10 
per cent and 14.4 per cent during the 
period 1961-69. But starting with the 
year 1969 it is showing an uninterrupted 
declining trend and the percentage of 
placements to registrations touched a 
bottom figure of 7.4 in 1975. A perusal 
of the data further reveals that the rise in 
registrations was to the extent of 68.5 
percent between 1961-75. Annual figure 
of registration touched its peak in 1973 
with 6.15 million registrants. However, 


Table II 

Number of Registrations and Placements Effected by and Vacancies Notified to the Employment Exchanges each Year 
during the Period 1961-76 and the Number of Job-Seekers on the Live Resister at the end of each Year 

(Figures in thousands) 


Year 

Registrations 

Placements 

Percentages 
of placements 
to registrations 

Vacancies 

notified 

Total number 
of applicants 
on the live 
register 

Index 

Percentage 
change over 
the preceding 
year 

1961 

3230.3 

404.1 

12.5 

708.4 

1832.7 

100.00 

___ 

1962 

3844.9 

458.1 

11.9 

790.4 

2379.5 

129.84 

29.84 

1963 

4151.8 

536.3 

12.9 

908.9 

2518.5 

137.34 

5.79 

1964 

3831.9 

544.8 

14.2 

916.6 

2492.9 

136.00 

—1.00 

1965 

3957.6 

570.1 

14.4 

946.1 

2585.5 

141.02 

3.69 

1966 

3871.2 

507.3 

13.1 

852.5 

2622.4 

143.04 

1.43 

1967 

3911.7 

430.6 

11.0 

699.0 

2740.4 

149.48 

4.50 

1968 

4039.5 

424.3 

10.5 

714.0 

3011.6 

164.32 

9.92 

1969 

4200.7 

432.3 

10.3 

721.6 

3423.9 

186.79 

13.67 

1970 

4515.9 

447.2 

9.9 

744.4 

4068.6 

221.98 

18.83 

1971 

5129.9 

507.0 

9.9 

813.6 

5100.0 

278.23 

25.33 

1972 

5826.9 

507.1 

8.7 

858.8 

6896.2 

376.21 

35.21 

1973 

6145.4 

518.8 

8.4 

871.4 

8217.6 

448.33 

19.17 

1974 

5176.3 

396.9 

7.7 

672.5 

8432.9 

46006 

2.61 

1975 

5443.5 

404.1 

7.4 

681.6 

9326.3 

508.78 

10.59 

1976 2764.1 

(Jan to June) 

242.0 

8.8 

403.4 

9608.9 

524.22 

3.03 
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the placements have not kept pace with 
this. Placings in the year 1974 (397,000) 
and 1975 (404,000) were of the same order 
as in J 961 (40,4000). Placements did 
increase in the years 1963 to 1966 and 1972 
and 1973 but in other years these fluctuat¬ 
ed between 400,000 and 450,000. This 
provides the clue for the ever increasing 
numbers on the live register from year to 
year and at a much rapid pace in the 
recent years. Whereas the registered 
unemployed formed 2.38 percent of the 
estimated working population in 1971, the 
percentage increased to 3.96 in 1976 
thus indicating a worsening unemploy¬ 
ment situation. Further, these are not 
mere numbers. These represent the 
persons, both male and female, more 
than half of whom have matriculation or 
higher qualifications, wailing to be absorb¬ 
ed in gainful employment. 

galloping pace 

Unemployment among the educated has 
been increasing at a galloping rate. 
Unemployment affecting the educated 
persons needs special attention because a 
criminal waste occurs when an educated 
person experiences idleness. The nation 
has spent its scarce investiblc funds on the 
institutions where these persons were 
educated and trained. 

Unemployment among graduates and 
post-graduates as per special census 
enumeration, 1971, brings home clearly 
the wastage of the talent of these highly 
qualified persons. Among the graduates 
the maximum concentration was in the 
subject fields of science (24.73 per cent) 
and arts (23.77 per cent) followed by com¬ 
merce (18.12 per cent), agriculture (14.58 
per cent) and engineering 12.17 per cent. 
It was least in the case of veterinary and 
medical graduates. About eighty per cent 
of the enumerated graduates were seeking 
work (Tabic ill).) 

Among the post-graduates the maximum 
concentration was in the subject field of 
arts (16.06 per cent) followed by science 
(12.96 per c m). The next place was 
equally share ! by cominerc 1 and agricul¬ 
ture. Engineering and technic 1 p >st- 
gradu tes were unemploy d to the extent 
of 5.07 per cent. The intensity of 
unemployment among veterinary and 


medical post-graduates was small compar¬ 
ed with other categories. 

Figures in Table IV reveal a staggering 
problem of human waste resulting from 
the current levels of unemployment among 
the educated persons. There were 48,05,000 
educated job seekers (matriculation and 
above) registered with the employment 
exchanges out of a total of 93,26,000 at 
th? end of Dec:mber 1975. Thus educated 
unemployed account for 51.5 per cent of 
the reg slered unemployed. Further the 
incidence of educated unemployment was 
severe in the case of persons with matricu¬ 
lation qualification followed by the under¬ 
graduates. In 1975, persons with matii- 
culation qualification registered with 
employment exchanges were 26,41,000 
compared with 466,000 in 1961 and 
187,000 in 1955. During the twenty-year 
period between 1955-75 the number of 
unemployed with qualifications matricula¬ 
tion and above had gone up by fourteen 
times. In 1975, graduates and above 
registered with exchanges were 950,000 
compared to 55,800 in 1961 and 26,800 in 
1955. Undergraduates were 128,000 in 


1975 compared to 70,80,000 in 1961 
30,600 in 1955. Out of the total educated 
unemployed registered with exchanges in 
1975, more than 55 per cent were matricu¬ 
lates and 25.6 per cent with qualifications 
below graduation. Indices of unemployed 
of various categories i.e. matriculates, 
undergraduate and above in 1975 with 
the base of 1961 were 569.7, 1734.34, 
1677.66 respectively. Data in Table IV 
further reveal that the number of the 
educated job seekers on the live register 
had been increasing at a compound growth 
rate of 17.11 per cent over the period 1961 
to 1975. With this rate of growth the 
projected figure of educated registrants on 
the live register is one crore for 1980. 

During the past few years there has been 
a sleep rise in unemployment among 
the professionals. Unemployment among 
the educated specially those who are 
trained in various occupations and profes¬ 
sions is sheer wastage of precious skill 
aquired by them in temples of higher 
learning. The latest information (December 
31,1975, sec Table V) relating to engineers 
shows that 17,000 engineering graduate 


Table III 

Unemployment among Graduates and Post graduates as per Special Census 
Enumeration, 197! 


(Percentages) 


Subject 

field 

Post Graduates* 
(including Doctors) 


Graduates* 



Seeking 

employ¬ 

ment 

Not Total 

seeking unomp- 
employ- loyment 
ment 

Seeking 

Employ¬ 

ment 

Not 

seeking 

employ¬ 

ment 

Total 

unemploy¬ 

ment 

Science (Oilier 
than agriculture) 

10.05 

2.91 

12.96 

19.18 

5.55 

24.73 

Agriculture 

7.25 

0.70 

7.95 

13.32 

1.26 

14.58 

Engineering & 
technical 

4.62 

0.45 

5.07 

11.51 

0.66 

12.17 

Veterinary 

1.47 

0.13 ' 

1.60 

6.71 

0.29 

7.00 

Medical 

2.00 

0.53 

2.53 

5.31 

1.02 

6.33 

Arts 

10.36 * 

5.70 

16.06 

15.10 

8.67 

23.77 

Commerce 

7.07 

0.93 

8.00 

16.36 

1.76 

18.12 


"Retired and unspecified categories have been excluded from the Census data arriving 
at the percentages. 

Source : Technical Manpower Bulletin of the Division for Scientific and Technical 
Personnel, CSIR, Vol. XIV No. 4, 1972. 
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were on the live register of employment qualified persons. Two studies are avail- sex and educational levels. Taking all 
exchanges. The figure touched its maximum able in this regard. One is based on the subject fields together, the average duration 
of 22,700 in 1973. Compared with this, special enumeration of 1971 Census and of unemployment is higher for females 
the figure was 10,700 in 1968. Sinrlarlyin the other is 27th Round NSS. According than for males. Average period of waiting 
the case of doctors 7,300 were looking for to 1971 Census, out of a total of two lakh fora male graduate for employments is 
jobs in 1975 compared to less than 1,000 graduates and technical personnel seeking 12.9 months compared with 14.8 months 
in 1968. In the case of agricultural gradu- work as many as 58,000 were unemployed for a female. An engineering graduate has 
ates the figure increased to 9,100 in 1972 for 7 to 12 months 37,000 for 13 to 24 to wait on an average for 11.4 months, 
from 3,600 in 1968. In 1975 the number of months and 46,000 for over two years. In Arts graduates hau* to wait much longer 
such graduates looking for jobs was 8,000. Table VI the average (median) duration of i.c. 16 months. Diploma holders in agri- 
There was a staggering rise in the case of unemployment for persons qualified in culture have a waiting period of 30.1 


science and commerce graduates. The num¬ 
ber of science graduates on the live register 
was 2,38,000 in 1975 compared with a low 
figure of 34,700 in 1968. Similarly in case 

different subjects is shown according to months. Certificate holders in medicine 

TAIiLli IV 

Number of Educated Persons on the Live Register of Employment Exchanges—1961-75 

of commerce graduates, their number 
increased from 22,800 to 1,30,000 over the 

At the 
end of 

Number on live register at the end of each year 

same period. Perhaps the maximum waste 
of human element was in the case of arts 
graduates. There was six-fold rise in their 
number over a period < f just eight years, 
i.e. from 68,100 in 1963 to 3,72,000 in 


Matriculates 

Higher secondary 
(including Inter¬ 
mediates/under¬ 
graduates) 

Graduates (inchid- Total 

ing post-graduates) 

1975. Taking all post-graduates together 






the figure of unemployed increased by 

1961 

463633 

70811 

55786 

590230 

more than four times from 18,200 to 


(100) 

(100) 

(100) 

(100) 

77,200. Here also the maximum contribu¬ 

1962 

553618 

90954 

63784 

708356 

tion was made by arts and science 


(119.41) 

(128.45) 

(114 34) 

(120.01) 

graduates followed by commerce and 

1963 

559967 

II1269 

67820 

843066 

engineering. 


(120.78) 

(157.14) 

(121.69) 

(125.22) 


1964 

584571 

147961 

72326 

804858 

close link required 


(126.08) 

(208.95) 

(129.65) 

(136.36) 


1965 

580265 

175510 

86051 

841533 

Keeping all this in view, it is necessary 


(125.16) 

(247.86) 

(154.26) 

(142.63) 

to closely link the education and training 

1966 

619480 

204426 

93581 

917487 

facilities with the requirements of the 


(133.61) 

(288.69) 

(167.75) 

(155.45) 

economy. A periodical assessment of 

1967 

714148 

25'744 

121479 

1087301 

demand and supply of professionals and 


(154.03) 

(355.52) 

(217.75) 

(184.23) 

readjustment of training programmes of 

1968 

809631 

324519 

175390 

1309340 

professional and technical institutions will 


(174.63) 

(458 01) 

(314.40) 

(221.84) 

be a right step in this direction. Further, 

1969 

909686 

401326 

215238 

1526250 

a stage has reached where serious thought 


(196.21) 

(566.76) 

(385.83) 

(258.59) 

needs to be given to control the expansion 

1970 

1101194 

443884 

276538 

1821616 

of such educational facilities which 


(237.51) 

(626.86) 

(495.71) 

(308.63) 

merely add to the number of educated 

1971 

1296801 

605222 

393541 

2295564 

persons who cannot be gainfully absorbed 


(279-70) 

(854.70) 

(705.45) 

(388.93) 

in the economic system. Educated 

1972 

1735451 

935458 

603273 

3274182 

unemployed of today will become un- 


(374.32) 

(1321.06) 

(1081.41) 

(554.73) 

employables of tomorrow in case inade¬ 

1973 

2074000 

10718000 

755900 

3901600 

quate steps are taken to absorb them gain¬ 


(447.34) 

(1513.61) 

(1355.00) 

(661.03) 

fully and utilise whatever talent they 

1974 

2278600 

1086600 

809600 

4174700 

acquired in the present system of 


(491.47) 

(15.34.51) 

(1451.26) 

(707.30) 

education. 

1975 

2641200 

1228100 

935900 

4805200 

It is of importance to know the average 


.. (569.67) 

(1734.34) 

(1677.66) 

(814.12) 


duration of unemployment among- 

graduates and technical personnel. In Note: Figures in parentheses show index numbers. 

other words the centre of our interest is Source: Director General of Employment and Training, Ministry of Labour, Govern- 


the delay involved in getting jobs by these ment of India. 
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* Table V 

Number of Graduates and Post-graduates on the Live Register of Employment Exchanges at 

the End of Each Year During the Period 1968 to 1975 Classified by Faculties (In thousands) 


Educational level 





Number on live register as on December 31 



1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

Graduates, Total 



157.2 

189.5 

245.1 

354.5 

548.4 

689.0 

746.1 

858.7 

(i) Arts 



68.1 

79.9 

59.4 

147.0 

227.2 

290.9 

319.2 

372.4 

(ii) Science 



34.7 

46.8 

68.2 

99.2 

160.8 

210.7 

215.1 

237.6 

(iii) Commerce 



22.8 

26.3 

35.4 

52.2 

79.1 

95.0 

114.3 

130.2 

(iv) Engineering 



10.7 

12.8 

16.2 

18.6 

22.5 

22.7 

19.1 

17.0 

(v) Medicine 



0.9 

1.5 

2.4 

3.8 

5.1 

5.7 

6.7 

7.3 

(vi) Veterinary 



@ 

0.2 

0.4 

0.4 

0.2 

0.4 

0.3 

0.5 

(vii) Agriculture 



3.6 

5.1 

6.6 

7.3 

9.1 

8.9 

7.4 

8.0 

(viii) Law 



0.9 

0.9 

1.4 

1.6 

2.6 

2.5 

2.1 

2.6 

(ix) Education 



11.9 

15.1 

17.7 

22.7 

36.0 

44.6 

56.6 

74.0 

(x) Others 



3.7 

1.0 

1.4 

1.6 

5.8 

7.7 

5.4 

9.1 

Post-Graduates, total 



18.2 

25.7 

31.5 

39.1 

54.9 

66.9 

63.5 

77.2 

(i) Arts 



10.1 

12.1 

15.1 

18.8 

27.7 

34.3 

34.8 

44.6 

(ii) Science 



3.2 

5.3 

7.6 

10.1 

13.6 

16.0 

17.6 

19.4 

(iii) Commerce 



1.4 

2.1 

2.4 

2.9 

4.1 

5.1 

5.4 

6.6 

(iv) Engineering 



0.4 

0.3 

0.3 

0.4 

0.3 

0.4 

0.3 

0.3 

(v) Medicine 



0.1 

0.1 

0.1 

0.1 

0.2 

0.2 

0.2 

0.4 

(vi) Veterinary 



@ 

* 

* 

* 

* 

♦ 

0.1 

* 

(vii) Agriculture 



0.4 

0.5 

0.5 

0.7 

0.8 

1.0 

0.7 

0.9 

(viii) Law 



0.1 

0.2 

0.1 

0.2 

0.2 

0.1 

0.2 

0.1 

(ix) Education 



1.8 

4.6 

. 3.8 

4.7 

6.0 

8.3 

2.3 

2.7 

(x) Others 



0.6 

0.6 

1.6 

1.1 

2.0 

1.4 

1.9 

2.1 

Total 



175.4 

215.2 

276.5 

393.5 

603.3 

755.9 

809.5 

935.9 

♦Figures less than 50. 

@ 

Separate information in respect of veterinary graduates and post-graduates not collected. 


Source : 

Director General of Employment and Training, Ministry of Labour, Government of India. 






Table VI 






Average (Median) Duration of Unemployment Among Gradoate Technical Personnel by Sex, 



Subject Fields and Levels of Education (1971 Census Special Enumeration) 













(Months) 

Level of Arts/ 

Commerce 

Agriculture 

Vety. Sc/ 

Science 

Engineer- 

Medicine 

Nursing 

Others 

Total 

education Humani- 




medicine 


ing& 

all systems 




ties 






technology of medicine 



M F 

M 

F 

M F 

M F 

M F 

M F 

M F 

M F 

M F 

M F 

All Levels 16.1 16.4 

12.7 

11.6 

12.1 15.7 

12.9 19.0 

11.9 22.4 

17.8 13.8 

10.5 8.9 

24.0 18.0 15.9 15.3 

12.9 14.8 

of education 











Doctorate 17.3 21.4 

— 

— 

11.0 — 

- - 

10.6 16.0 

5.5 — 

11.0 10.0 

_ _ 

15.2 7.9 

12.0 15.1 

Master/ 16.7 17.9 

12.9 

12.4 

10.9 10.0 

11.0 — 

11.7 13.9 

10.0 12.0 

9.7 7.0 

— _ 

11.1 13.3 

13.1 16.9 

Postgraduate 











Bachelor/ 16.0 16.1 

12.7 

11.5 

12.9 22.3 

16.5 16.0 

11.6 12.2 

11.4 11.1 

9.7 10.8 

— 16.4 13.1 14.3 

12.7 14.2 

equivalent 











Diploma J3.4 15.5 

17.5 12.0 

26.9 — 

20.2 — 

16.2 19.0 

16.3 16.3 

22.1 21.0 

25.2 18.0 15.5 15.5 

16.7 17.4 

Certificate 16.0 25.3 

11.5 

— 

30.1 — 

-- 

16.6 12.0 

19.4 21.0 

26.9 24.0 

— — 

16.7 16.3 

20.8 24.0 


M=Male, F=Female. (—) denotes Nil 

Source: Report of the Committee on Unemployment, Ministry of Labour & Rehabilitation. Government of India, 1973, p. 127. 
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have to wait 26.9 months. Even for 
persons with a doctorate degree, the 
average duration of unemployment was 12 
months for males and 15 months for 
females. 8 

In the 27th Round NSS an attempt was 
made to collect information regarding the 
duration of the endeavour made by the 
unemployed for getting employment. 
Analysis of the data revealed that in the 
rural areas of a large number of states 
percentage of unemployed persons making 
some tangible effort to get employment for 
about one year or less was much above 50 
per cent whereas, in some of the states the 
number of persons seeking employment 
with duration more than one year was 
about 60 per cent or more. On the all- 
India level the distribution of persons 
seeking and available for employment 
according to duration in rural areas was 
53.93 per cent for one year or less and 
46.07 per cent for more than one year. In 
the urban areas these percentages were 
54.47 per cent for one year or less and 
45.53 per cent for more than one 
year. 9 

Ill 

causal factors 

The main determinant of the labour 
force from quantitative angle is population. 
Spread of education affects its qualitative 
aspect. The persons who will enter the 
labour force in the next 15 years are 
already born. Even then the analysis of 
the population trends in the past and pro¬ 
jections for the future are of great signifi¬ 
cance. The population of India increased 
from 360.9 million in 1951 to 439.2 million 
in 1961 and 547.4 million in 1971, showing 
an increase of 21.6 per cent in the i 951-61 
decade and 24.6 per cent in the 1961-71 
decade. Since independence 250 million 
more persons have been added to our 
population which is equivalent to the entire 
population of the Soviet Union. Popula¬ 
tion estimates 10 for the years 1971 through 
1981 show a rise of 2.35 per cent per year 
between 1971 and 1976 with a declining 
trend reaching the figure of 2.30 per cent 
per year by 1981. We are likely to be 700 
million by 1981. Increase in our popula¬ 
tion per year now equals the population 
of Australia. By the end of this century 

BAfflUBNBCmQaflST 


we are likely to touch one billion 11 mark 
at the present rate of growth. 

While we already have a very heavy 
backlog of unemployment, the position 
is worsening because of the ever-swelling 
labour force and demand for labour. 

Data in Table VII reveal that we will 
have 273.5 million persons in the labour 
force by 1981 as compared with only 214.6 
in 1971. In other words the fresh entrants 
to the labour force in the 1971-81 decade 
will be 59 million. Compared with this, 
the number of fresh entrants to labour 


force in the 1961-71 decade was just 39 
million persons. 12 This comparison is a 
pointer to a situation of labour force 
explosion that our economy may witness in 
the coming years. Can we hope to generate 
enough work/jobs to provide gainful 
employment opportunities to the 59 million 
persons over the decade of 1971-81 and 
also to 18.7 million persons already in the 
backlog of unemployment as estimated by 
the Bhagwati Committee for the year 1971 ? 
This means the country is faced with an 
uphill task of gainfully absorbing about 78 
million persons in the economic system by 


Table VII 


Projected Labour Force (15 years and above) for 1971,1976 and 1981 based on the 
Participation Rates Estimated by the Expert Committee set up by the Planning Commission 


(Millions) 


Area 


Sex 

1971 


1976 


1981 

Rural 


Males 

119.66 


135.18 


149.49 



Females 

59.85 


66.79 


74.02 



Persons 

179.51 


201.97 


223.51 

Urban 


Males 

29.16 


32.79 


40.24 



Females 

5.97 


7.64 


9.75 



Persons 

35.13 


40.43 


49.99 

All areas 


Males 

148.81 


167.97 


189.74 



Females 

55.83 


74.42 


83.76 



Persons 

214.64 


242.39 


273.50 

Source: 

Report of the Committee on 

Unemployment, Ministry of Labour 

and Re- 


habitation, Government of India, May 1973, p-151. 





Table VIU 







Education : 

Progress of Enrolment 








(Enrolment in millions) 


Primary level Middle level 

Secondary level 

University 


classes 

classes 

classes 

classes 


Enrol- 

Index Eurol- 

Index 

Enrol- 

Index 

Enrol- 

Index 


ment 

No. ment 

No. 

ment 

No. 

ment 

No. 

1950-51 

19.2 

100 3.1 

100 

1.2 

100 

0.3 

100 

1965-66 

50.5 

263.02 10.5 

338.71 

5.3 

461.67 

1.2 

400.00 

1968 69 

54.4 

283.33 12.1 

390.32 

6.8 

566.67 

1.7 

566.57 

1973-74 

63.2 

329.17 14.7 

.474.19 

7.5 

625.00 

3.0 

1066.67 

1974-75 

63.8 

332.29 15.2 

490.32 

8.3 

691.67 

2.9 

966.67 

1978-79 

78.2 

407.29 21.6 

696.77 

11.2 

933.33 

4.7 

1566.67 

(Target) 









Sovce: Record and Statistics, April-June, 1976, p-246. 
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1981. Five years have already passed. 
During these five years the job seekers on 
the live register of employment exchanges 
have increased for 51,00,000 (1971) to 
95,00,000 (1976), showing a rise of 88.23 
percent. During this very period the 
economy progressed at the rate of 4.7 per 
cent in 1970-71, 1.5 per cent in 1971-72, 
with negative growth rate of 0.5 per cent 
in 1972-73, 3.1 per cent in 1973-74, and 0.2 
per cent in 1974-75. 13 Keeping in view 
the past performance of the economy a 
phenomenon of rising unemployment is 
precariously threatening our economy. 
Commenting on such a situation the com¬ 
mittee on unemployment concluded that the 
increase in the labour force has been pro¬ 
ceeding much faster than the growth of 
employment arising from economic deve¬ 
lopment and unemployment and under¬ 
employment has become more acute, parti¬ 
cularly in the backward areas and among 
the poorer sections of the community. 

emphasis on education 

Planners placed emphasis on education 
as an integral part of the process of 
economic transformation. Thirty years of 
independence have seen many achievements 
in the held of education. Quantitatively 
speaking, we had 19.2 million children in 
the primary schools in 1950-51. This figure 
increased to 50.5 million in 1965-66 and 
63.8 million in 1974-75, with a target of 

78.2 million for 1978-79. Similarly in 
middle level classes the enrolment increased 
from 3.1 million in 1950-51 to 10.5 million 
in 1965-66 and further to 15.2 million in 
1974-75 with a target of 21.6 million for 
1978-79. The figures for secondary level 
show an increase of about eight times from 

1.2 million in 1950-51 to 8.3 million in 
1974-75 envisaging to increase it to 11.2 
million in 1978-79. At the university level 
the enrolment is likely to increase to 
47,00,000 in 1978-79 from just 3,00,000 in 
1950-51. 

This phenomenal increase in the number 
of students at various levels has created a 
severe unemployment situation among the 
educated particularly as the greater part of 
our educated receive a liberal education, 
whereas the demand for their services 
shows little inclination to rise rapidly. 

The above review clearly shows that we 
face the phenomenon of rapidly growing 
educated labour force and a slow rate of 


growth in the demand for them. Every 
effort should therefore be made to create 
gainful openings for the backlog of nearly 
five million educated unemployed and the 
current entrants to the educated labour 
force. At the same time the educational 
system will have to be reoriented to suit 
the needs of the economy. The first step 
in tackling the problem of educated un¬ 
employed is the matching of the output of 
the general, educational and technical train¬ 
ing institutions with the manpower needs 
and employment opportunities expected to 
be generated through the development pro¬ 
cess. The reorganisation of the educational 
system to synchronise the availability of 
trained hands and potential job opportuni¬ 
ties should form an integral part of the 
employment creation programme and plan¬ 
ned development strategy for the coming 
years. Basically, however, the economy 
needs to generate enough opportunities to 
provide additional six to seven million 
entrants with work/job. 

Meanwhile, proper manpower planning 
could help to some extent. Such planning 
as there is remains confined to a few 
specialised categories such as engineers, 
doctors, teachers, scientists and agri¬ 
cultural graduates. Keeping in view 
the severity of unemployment in various 
sections of the population, it has become 
imperative to devote time and effort for 
devising strategies and evolving policy 
instruments for the utilisation of available 
manpower. Manpower budgeting would 
go a long way in identifying the problem 


areas, chalking out feasible solutions, 
successfully carrying out the policies and 
evaluating results for guidance in the com¬ 
ing years. This exercise, however, will be 
productive only in terms of a development 
policy for mobilising all our resources for 
creating work/job opportunities for the 
existing and anticipated additions to the 
labour force. 
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Summit talks result in 


consensus on economic issues 


Leaders of the seven major Industrialised countries—the United States, 
Japan, West Germany, France , Britain, Canada and Italy (listed here in 
order of GNP)—among who were presidents, prime ministers , Finance 
ministers and foreign ministers, met at an economic summit conference 
In London, earlier this month . They discussed the world economy in 
its various aspects such as inflation rates, unemployment levels, growth 
prospects, balance of payments deficits and how to finance them, 
trade imbalances and how to correct them through GATT negotiations or 
otherwise, energy conservation , and nuclear energy and nuclear-weapon 
proliferation and also Issues of North-South economic relations such 
as development aid and the stabilisation of the export earnings of 
developing countries. 


The official communique issued on 
May 8, at the conclusion of the economic 
summit talks, affirmed the determination 
of the participants to do all in their power 
to achieve a successful conclusion of the 
Conference on International Economic 
Co-operation (CIEC); to give a new 
impetus to the current Tokyo round of 
multilateral trade negotiations; and to 
increase nuclear energy while restricting 


aid and real resources to the Third World 
he said they were “matters for negoti¬ 
ation”. 

Referring to COMECON (Council for 
Mutual Economic Assistance) policies, 
Mr Callaghan said the seven countries did 
not wish to see competition in the supply 
of arms, nor one group of countries 
devoting its “so-called aid to the supply 
of arms.” The seven wished to see aid 


WINDOW 

ON 

THE WORLD 


the risk of nuclear-weapon prolifera¬ 
tion. 

Speaking as chairman of the meeting to 
which the UK government played host, 
the British prime minister, Mr James 
Callaghan, told the press that there had 
been agreement in principle on the problem 
of a common fund for individual buffer- 
stock agreements, and that the participat¬ 
ing governments were “very sympathetic 
to the idea of seeing how we can ensure a 
greater stabilisation of export earnings for 
the developing countries’*. Of these and 
other proposals for increasing the flow of 


channelled in the direction which would 
be of most value to the developing 
countries. 

Mr Callaghan also outlined six other 
"objectives” to which the seven leaders 
had committed themselves in the two-day 
conference which were mentioned in a 
declaration issued afterwards. These 
included: creation of more jobs, with 
special emphasis on employment for young 
people, while continuing to reduce infla¬ 
tion; drawing up of growth targets and 
seeing to it that they were kept to by 
appropriate action if necessary; and addi¬ 


tional financial resources devoted to deal¬ 
ing with the problem of balance-of-pay- 
ments deficits. In this connection, the 
seven “strongly endorsed” the recent 
decision of the International Monetary 
Fund’s interim committee to seek addi¬ 
tional resources and to link its lending to 
the adoption of appropriate stabilisation 
policies. 

Another goal emphasised by the seven 
is the expansion of opportunities for 
world trade by giving a new impetus to 
the multilateral trade negotiations and try¬ 
ing to achieve substantial progress in them 
during the rest of 1977. Mr Callaghan 
said, “We wish to avoid protectionism as 
an issue for our countries. We do not 
believe that this is the right way to solve 
our problems and indeed general protec¬ 
tionism would make the situation of the 
world worse.” 

irregular practices 

In their communique, the seven leaders 
said additionally that they welcomed action 
to reduce “counter-productive competition 
in officially-supported export credits” and 
asserted that “irregular practices and 
improper conduct” such as illicit payments 
should be eliminated from international 
trade, banking and commerce. 

Mr Callaghan said that the seven had 
agreed to work together on energy conser¬ 
vation and to reduce dependence on oil. 
They had also agreed to launch an urgent 
study on how to reconcile the world’s 
need for nuclear energy with protection 
against the risks that might flow from its 
use. The study would take about two 
months, and then “we should be ready to 
proceed from there.” Mr Callaghan said 
that the seven applauded president Carter’s 
objectives, but the different countries had 
different opportunities in this field. 

On the human rights issue, Mr 
Callaghan said: “There was agreement 
between us on the significance and impor- 
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tance, and indeed the morality and justice, 
of the stand that was taken by the new 
president of the United States when he 
assumed office. We agreed with what he 
had done, and we all intend to work in 
our own ways to ensure that human rights 
are protected and advanced as much as 
possible. We shall approach the Belgrade 
conference in that spirit, not in an attempt 
to score debating points but in an attempt 
to improve the Jot of people whose rights, 
perhaps, are not as fulfilled as they should 
be.” 

Following is the text of the commu¬ 
nique: 

4 ‘In two days of intensive discussion at 
Downing Street, we have agreed on how 
we can best help to promote the well-being 
both of our own countries and of others. 

“The world economy has to be seen as 
a whole; it involves not only cooperation 
among national governments but also 
strengthening appropriate international 
organisations. We were reinforced in our 
awareness of the interrelationship of all 
the issues before us, as well as our own 
interdependence. We are determined to 
respond collectively to the challenges of 
the future. 

“Our most urgent task is to create more 
jobs while continuing to reduce inflation. 
Inflation does not reduce unemployment. 
On the contrary, it is one of its major 
causes. We are particularly concerned 
about the problem of unemployment 
among young people. We have agreed 
that there will be an exchange of 
experience and ideas on providing the 
young with job opportunities. 

sustained growth 

“We commit our governments to stated 
economic growth targets or to stabilisation 
policies which, taken as a whole, should 
provide a basis for sustained non-infla- 
tionary growth, in our own countries and 
worldwide and for reduction of imbalances 
in international payments. 

“Improved financing facilities are needed. 
The International Monetary Fund must 
play a prominent role. We commit our¬ 
selves to seek additional resources for the 
IMF and support the linkage of its lending 
practices to the adoption of appropriate 
stabilisation policies. 

“We will provide strong political leader¬ 
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ship to expand opportunities for trade to 
strengthen the open international trading 
system, which will increase job opportu¬ 
nities. We reject protectionism. It would 
foster unemployment, increase inflation 
and undermine the welfare of our peoples. 
We will give a new impetus to the Tokyo 
round of multilateral trade negotiations. 
Our objective is to make substantive pro¬ 
gress in key areas in 1977. In this field, 
structural changes in the world economy 
must be taken into consideration. 

“We will further conserve energy and 
increase and diversify energy production, 
so that we reduce our dependence on oil. 
We agree on the need to increase nuclear 
energy to help meet the world’s energy 
requirements. We commit ourselves to do 
this while reducing the risks of nuclear 
proliferation. We are launching an urgent 
study to determine how best to fulfil these 
purposes. 

constructive dialogue 

“The world economy can only grow on 
a sustained and equitable basis if develop¬ 
ing countries share in that growth. We 
are agreed to do all in our power to 
achieve a successful conclusion of the 
CIEC (Conference on International 
Economic Cooperation) and we commit 
ourselves to a continued constructive 
dialogue with developing countries. We 
aim to increase the flow of aid and other 
real resources to those countries; we invite 
the COMECON (Council for Mutual 
Economic Assistance) countries to do the 
same. We support multilateral institutions 
such as the World Bank, whose general 
resources should be increased sufficiently 
to permit its lending to rise in real terms. 
We stress the importance of secure private 
investments to foster world economic pro¬ 
gress. 

“To carry out these tasks we need the 
assistance and cooperation of others. We 
will seek that cooperation in appropriate 
international institutions, such as the 
United Nations, the World Bank, the 
IMF, the GATT and OECD. Those 
among us whose countries are members of 
the European Economic Community in¬ 
tend to make their efforte within its frame¬ 
work. 

“In our discussions we have reached 
substantial agreement. Our firm purpose 
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is now to put that agreement into action. 
We shall review progress on ail the 
measures we have discussed here at Down¬ 
ing Street in order to maintain the momen¬ 
tum of recovery. 

faith in futura 

“The message of the Downing Street 
summit is thus one of confidence in the 
continuing strength of our societies and 
the proven democratic principles that give 
them vitality—that we are undertaking the 
measures needed to overcome problems 
achieve a more prosperous future.” 

Following is the Appendix to the decla¬ 
ration : 

Since 1975 the world economtc situation ' 
has been improving gradually. Serious 
problems, however, still persist in all of 
our countries. Our most urgent task is to 
create jobs while continuing to reduce 
inflation. Inflation is not a remedy to 
unemployment but one of its major causes. 
Progress iu the fight against inflation has 
been uneven. The needs for adjustment 
between surplus and deficit countries 
remain large. The world has not yet fully 
adjusted to the depressive effects of the 
1974 oil price rise. 

We commit our governments to targets 
for growth and stabilisation which vary 
from country to country but which, taken 
as a whole, should provide a basis for 
sustained non-infiationary growth world¬ 
wide. i 

Some of our countries have adoped 
reasonably expansionist growth targets for 
1977. The governments of these countries 4 
will keep their policies under review, and 
commit themselves to adopt further 
policies, if needed, to achieve their stated 
target rates and to contribute to the 
adjustment of payments imbalances. 
Others are pursuing stabilisation policies 
designed to provide a basis for sustained 
growth without increasing inflationary 
expectations. The governments of these 
countries will continue to pursue those 
goals. 

These two sets of policies are interrelat¬ 
ed. Those of the first group of countries 
should help to create an environment con¬ 
ducive to expansion in the others without 
adding to inflation. Only if growth rates 
can be maintained in the first group and 
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increased in the second, and inflation 
tackled successfully in both, can unemploy¬ 
ment be reduced. 

We are particularly concerned about the 
problem of unemployment among young 
people. Therefore we shall promote the 
training of young people in order to build 
a skilled and flexible labour force so that 
they can be ready to take advantage of the 
upturn in economic activity as it develops. 
All of our governments, individually or 
collectively, are taking appropriate 
measures to this end. We must learn as 
much as possible from each other and 
agree to exchange experience and ideas. 

Success in managing our domestic 
economies will not only strengthen world 
economic growth but also contribute to 
success in four other main economic fields 
to which we now turn—balance-of-pay- 
ments financing, trade, energy, and north- 
south relations. Progress in these fields 
will in turn contribute to world economic 
recovery. 

For some years to come, oil-importing 
nations, as a group, will be facing substan¬ 
tial payments deficits and importing capital 
from OPEC nations to finance them. The 
deficit for the current year could run as 
high as 845 billion. Only through a reduc¬ 
tion in our dependence on imported oil 
and a rise in the capacity of oil-producing 
nations to import can that deficit be 
reduced. 

strategies of adjustment 

This deficit needs to be distributed 
among the oil-consuming nations in a 
pattern compatible with their ability to 
attract capital on a continuing basis. The 
need for adjustment to this pattern 
remains large, and it will take much inter¬ 
national cooperation and determined 
action by surplus as well as deficit count¬ 
ries if continuing progress is to be made. 
Strategies of adjustment in the deficit 
countries must include emphasis on elimi¬ 
nation of domestic sources of inflation and 
improvement in international cost-price 
relationships. It is important that indus¬ 
trial countries in relatively strong payments 
positions should ensure continued adequate 
expansion of domestic demand within 
prudent limits. Moreover, these counrries, 
ns well as other countries in strong pay¬ 


ments positions, should promote increased 
flows of long-term capital exports. 

The International Monetary Fund must 
play a prominent role in balance-of-pay- 
ments financing and adjustment. We 
therefore strongly endorse the recent agree¬ 
ment of the interim committee of the IMF 
to seek additional resources for that orga¬ 
nisation and to link IMF lending to the 
adoption of appropriate stabilisation 
policies. These added resources will 
strengthen the ability of the IMF to 
encourage and assist member-countries in 
adopting policies which will limit payments 
deficits and warrant their financing through 
the private markets. These resources 
should be used with the conditionality and 
flexibility required to encourage an appro¬ 
priate pace of adjustment. 

monetary stability 

This IMF proposal should facilitate the 
maintenance of reasonable levels of 
economic activity and reduce the danger of 
resort to trade and payments restrictions. 
It demonstrates cooperation between oil¬ 
exporting nations, industrial nations in 
stronger financial positions, and the IMF. 
It will contribute materially to the health 
and progress of the world economy. In 
pursuant of this objective we also reaffirm 
our intention to strive to increase mone¬ 
tary stability. 

We agreed that the international mone¬ 
tary and financial system, in its new and 
agreed legal framework, should be 
strengthened by the early implementation 
of the increase in quotas. We will work 
towards an early agreement within the 
IMF on another increase in the quotas of 
that organisation. 

We are committed to providing strong 
political leadership for the global effort to 
expand opportunities for trade and to 
strengthen the open international trading 
system. Achievement of these goals is 
central to world economic prosperity and 
the effective resolution of economic 
problems faced by both developed and 
developing countries throughout the world. 

Policies on protectionism foster unemploy¬ 
ment, increase inflation and undermine the 
welfare of our peoples. We are therefore 
agreed on the need to maintain our politi¬ 
cal commitment to an open and non-dis- 


criminatoiy world trading system. We 
will seek both nationally and through the 
appropriate intetnational institutions to 
promote solutions that create new jobs 
and consumer benefits through expanded 
trade and to avoid approaches which 
restrict trade. 

Tokyo round 

The Tokyo round of multilateral trade 
negotiations must be pursued vigorously. 
The continuing economic difficulties make 
it even more essential to achieve the objec¬ 
tives of the Tokyo declaration and to 
negotiate a comprehensive set of agree¬ 
ments to the maximum benefit of all. 
Toward this end, we will seek this year to 
achieve substantive progress in such key 
areas as: 

(1) A tariff reduction plan of broadest 
possihle application designed to achieve a 
substaetial cut and harmonisation and in 
certain cases the elimination of tariffs; 

2) Codes, agreements and other me¬ 
asures that will facilitate a significant 
reduction of non-traiff barriers to trade 
and the avoidance of new barriers in the 
future and that will take into account 
the structural changes which have taken 
place in the world economy; 

3) A mutually acceptable approach to 
agriculture that will achieve increased 
expansion and stabilisation of trade and 
greater assurance of world food supplies. 

Such progress should not remove the 
right of individual countries under existing 
international agreements to avoid signifi¬ 
cant market disruption. 

While seeking to conclude comprehen¬ 
sive and balanced agreements on the 
basis of reciprocity among all industrial 
countries, we are determined, in accord¬ 
ance with the aims of the Tokyo declara¬ 
tion, to ensure that the agreements 
provide special benefits to developing 
countries. 

We welcome the action taken by 
governments to reduce counter-produc¬ 
tive competition in officially-supported 
export credits and propose that substan¬ 
tial further efforts be made this year to 
improve and extend the present con¬ 
sensus in this area. 

We consider that irregular practices 
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and improper conduct should be elimina¬ 
ted from international trade, banking and 
comerce, and we welcome the work being 
done toward international agreements 
prohibiting illicit payments. 

We welcome the measures taken by a 
number of governments to increase 
energy conservation. The increase in 
demand * for enery and oil imports conti¬ 
nues at a rate which places excessive 
pressure on the world's depleting hydro¬ 
carbon resources. We agree therefore 
on the need to do everything possible to 
strengthen our efforts still further. 

We are committed to national and joint 
efforts to limit energy demand and to 
increase and diversify supplies. There 
will need to be greater exchanges of 
technology and joint research and develop¬ 
ment aimed at more efficient energy use, 
improved recovery and use of coal and 
other conventional resources, and the 
development of new energy sources. 

international fuel cycle 

Increasing reliance will have to be 
placed on nuclear energy to satisfy growing 
energy requirements and to help diversify 
sources of energy. This should be done 
with the utmost precaution with respect 
to the generation and dissemination of 
material that can be used for nuclear 
weapons. Our objective is to meet the 
world’s energy needs and to make peaceful 
use of nucler energy widely available, 
while avoiding the danger of the spread 
of nuclear weapons. We are also agreed 
that, in order to be effective, non-prolifera¬ 
tion policies should, as far as possible, be 
acceptable to both industrialised and 
developing countries alike. To this end 
we are undertaking a preliminary analysis, 
to be completed within two months, of 
the best means of advancing these objec¬ 
tives, including the study of terms of 
reference for international fuel cycle 
evaluation. 

The oil-importing developing countries 
have special problems both in securing 
and in paying for the energy supplies 
needed to sustain their economic devolp- 
ment programmes They require additional 
help in expanding their domestic energy 
production, and to this end we hope the 
World Bank, as its resources grow will 


give special emphasis to projects that 
serve this purpose. 

We intend to do our utmost to ensure, 
during this transitional period, that the 
energy market functions harmoniously, in 
particular through strict conservation 
measures and the devolpment of t all our 
energy resources. We hope very much 
that the oil-producing countries will take 
these efforts into account and will make 
their contribution as well. 

We believe that these activities are 
essential to enable all countries to have 
continuing energy supplies now and for 
the future at reasonable prices consistent 
with sustained non-inflationary economic 
growth; and we intend through all useful 
channels to concert our policies in conti¬ 
nued consultation and cooperation with 
each other and with other countries. 

The world economy can only grow on 
a sustained and equitable basis if develop¬ 
ing countries share in that growth. Pro¬ 
gress has been made. The industrial 
countries have maintained an open 
masket system despite a deep recession. 
They have increased aid flows, especially 
to poorer nations. Some $8 billion will 
be available from the IDA (International 
Development Association) for these 


nations over the next three years, as we 
join others in fulfilling pledges to its 
fifth replenishment. The IMF has made 
available to developing countries, under 
its compensatory financing facility, nearly 
an additionai $2 billion last year. An 
international ftind for agricultural 
development has been created, based on 
common efforts by the developed OPEC 
and other developing nations. 

The progress and the spirit of coopera¬ 
tion that have emerged can serve as an 
excellent base for further steps. The next 
step will be the successful conclusion of 
the Conference on International Economic 
Cooperation and we agreed to do all 
in our power to achieve this. 

We shall work : 

1) To increase the flow of aid and 
other real resources from the industrial 
to developing countries’ particularly to 
the 800 million people who now live in 
absolute poverty; and to improve the 
effectiveness of aid; 

2) To facilitate developing countries’ 
access to sources of international finance; 

3) To support such multilateral lending 
institutions as the World Bank, whose 
lending capacity we believe will have to 
be increased in the years ahead to permit 
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During the war certain elements in the society 
amassed vast fortunes by means of blackmarket¬ 
ing and other unscrupulous devices taking full 
advantage of the prevailing conditions of acute 
scarcity, inflation and widespread corruption and 
inefficiency on the part of the administration. 
The public has strong reason to believe from the 
multiplicity of transfers of property and business 
that tax evasion has been practised on an exten¬ 
sive scale. How far an attempt at this late stage 
after considerable lapse of time to unravel the 
tangle of transfers with a view to chasing tax- 
dodgers will be successful is problematic. But 
Government’s determination to re*open assess¬ 
ment proceedings in case of detected evasion 
after the end of 1938 is in accord with the popu¬ 
lar feeling. It follows as a corollary to this provi¬ 


sion that the Central Government will refer to 
the Commission only such cases as relate to any 
period after 1938. The original Bill contained 
no such provision with the result that past tran¬ 
sactions extending over any period could have 
been raked up through a vindictive abuse of 
power. There is another salutary modification 
in the Bill as ultimately passed which goes to 
prove Government's earnest in this behalf. It 
has been laid down that all the cases which the 
Gjvernment contemplates for reference shall be 
referred to the Commission before December 31, 
1947. The threat of investigation proceedings 
will not be kept dangling for any indefinite 
period of time. The consequences and abuses of 
such a threat are too well known to need 
elaboration. 
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its lending to increase in real terms and 
wide in scope; 

4) To promote the secure investment 
needed to foster world economic develop¬ 
ment; 

5) To secure productive results from 
negotiations about the stabilisation of 
commodity prices and the creation of a 
common fund for individual buffer-stock 
agreements and to consider problems of 
the stabilisation of export earnings of 
developing countries; and 


6) To continue to improve access in a 
non-disruptivc way to the markets of 
industrial countries for the products of 
developing nations. 

It is desirable that these actions by 
developed and developing countries be 
assessed and concerted in relation to 
each other and to the larger goals that 
our countries share. We hope that the 
World Bank, together with the IMF, will 
consult with other developed and develop¬ 


ing countries in exploring how this 
could best be done. 

The well-being of the developed and 
developing nations is bound up together. 
The developing countries’ growing 
prosperity benefits industrial countries, 
as the latter’s growth benefits developing 
nations. Both developed and developing 
nations have a mutual interest in main¬ 
taining a climate conducive to stable 
growth worldwide. 


German Democratic Republic: 
advances in mechanical engineering 


While planning the growth rates in the German Democratic Republic 
due consideration was given to the fact that mechanical engineering 
provides the basis for extending and modernising the national economy. 
The multilateral agreements providing for specialisation in manufacture 
has influenced the process of concentration of this industry In GDR . 


The mechanical engineering and vehicle 
construction industries take an impor¬ 
tant place in the national economy of the 
German Democratic Repulic (GDR). In 
1975 its share in the total industrial pro¬ 
duction of GDR was 24.1 per cent. It 
developed more rapidly than the industry 
of GDR as a whole. While from 1960 to 
1975 industrial production grew by 147 
per cent, the output of the mechanical 
engineering and vehicle construction in¬ 
dustries increased by 166 per cent. 

This dynamic growth is reflected, once 
again, in the Act on the 1976-80 five 
year plan for developing the national 
economy. 

The enterprises and combined works of 
the heavy engineering and plant cons¬ 
truction industries are expected to increase 
their production by nearly 40 per cent, 
those of the machine tool and processing 
machinery construction industries by 56 
per cent and those of the general machi¬ 
nery, agricultural machinery and vehicle 
construction industries by 42 per cent. 

During the same period, the production 
of metal-cutting machine tools is expected 
to rise by 68 per cent, that of cold-work- 
ing machine tools by 61.5 per cent and 
that of plastics making and processing 
machines by more than 73 per cent. 

extern economist 


For construction equipment the growth 
rate is expected to be more than 34 per 
cent, for machines and equipment of the 
textile, clothing and leather industries 47.5 
per cent and for the printing industry 
more than 56 per cent. An increase of 
36 per cent is planned for the construction 
of cement plants, an increase of nearly 49 
per cent for foundry plant and an increase 
of about 86 per cent for machines and 
equipment of the foodstuffs industry. 

When these growth rates were planned, 
due consideration was given to the fact 
that mechanical engineering provides the 
basis for extending and modernising the 
national economy of GDR, that it pro¬ 
duces large quantities of consumer durab¬ 
les for increasing the standard of living of 
the people and that it is one of the major 
export branches of the German Demo¬ 
cratic Republic. On the whole, machines 
plant and mechanical handling equip¬ 
ment accounted for 50.7 per cent of GDR 
exports in 1975. 

International specialisation and co 
operation as laid down in the complex 
programme of Socialist Economic Integ¬ 
ration effects to an ever greater extent the 
trade in machines and equipment between 
GDR and the other member countries of 
the Council for Mutual Economic Assis¬ 
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tance (CMEA). For example, it is provided 
in respective contracts to extend bilateral 
and multilateral economic and scientific- 
technical cooperation continuously and to 
enhance technological progress by effec¬ 
tive cooperation in research and 
production, 

The German Democratic Republic is an 
active member of the CMEA Standing 
Commission for Mechanical Engineering. 
The more than 50 multilateral agreements 
concluded between 1971 and 1975 provid¬ 
ing for specialisation in the manufacture of 
about 5,000 products made by the mechani¬ 
cal engineering industry, essentially influe¬ 
nced the process of concentration of this 
industry in GDR, its effectiveness for the 
national economy and the development of 
specialised production. Thus it became 
possible for GDR to switch-over to the 
production of large series of passenger 
coaches, refrigerator wagons, certain types 
of ships, selected agricultural machines, 
machine tools and other products. 
Besides meeting indigenous needs, these 
products are nude especially for export to 
the Soviet Union and other socialist 
countries and also to developing and 
developed industrial countries. 

The more than 3,000 centreless external 
cylindrical grinding machines from the 
GDR, being operated by well-known 
customers of leading industrial countries 
in the antifriction bearing industry and in 
vehicle construction testify to the high 
performance of the GDR machine tool 
industry. 
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SUMMARY OF DIRECTORS’ REPORT FOR 1976 


The Board of Directors 
have pleasure in presenting 
the audited Balance Sheet 
and Profit and Loss Account 
for the year ended 31 st 
• December 1976. 

Indian Bank's perfor¬ 
mance in 1976: The Bank 
continued to maintain its 
forward thrust for the sixth 
year in succession under all 
• major heads. Deposits and 
other accounts in India and 
abroad rose from Rs. 358.23 
crores at end 1975 to 
Rs. 473.69 crores at end 
1976 and advances from 
Rs. 243.81 crores to 
Rs. 344.66 crores. Deposits 
in India excluding deposits 
from banks rose from 
Rs. 349.36 crores to 
Rs. 455.74 crores, 30.46%. 
Average deposits per branch 
rose from Rs. 60.44 lakhs to 
Rs. 69.05 lakhs. Bank credit 
in India, excluding due from 
banks, rose from Rs. 235.69 
crores to Rs. 334.75 crores, 
42.13% and average bank 
credit per branch from 
Rs. 40.78 lakhs to Rs. 50.71 
lakhs. Of the Rs. 99.06 
crores bank credit increase, 
Rs. 36.50 crores went for 
public food procurement 
credit, Rs. 20.55 crores for 
advances to the priority 
sectors excluding the export 
sector and Rs. 19.65 crores 
to the core sectors and mass 
consumption goods 
industries. Total income rose 
to Rs. 44.12 crores and the 
net profit after tax to Rs. 2.29 
crores (Rs. 1.24 croresfor 
1975). Rs. 1.68 crores has 
been transferred to the 
Reserve Fund. Complete 
provision has been made for 
the actuarially assessed 
staff gratuity liabilities 
accrued upto 1976 end. The 
paid up capital which stood 
at Rs. 89 lakhs at the time of 
nationalisation was raised to 
Rs. 2 crores in 1972 by 
transferring Rs. 1.11 crores 
from the Reserve Fund. In 
1976, the paid up capital 
was further increased to 
Rs. 3 crores by transferring 
Rs. 1 crore from the Reserve 
Fund. With the transfer of 
Rs. 1.68 crores from 1976 
profits, there .t rvos have. -• 
gone up to Rs. 2 16 crores 
and the total of paid up 


capital and reserves to 
Rs, 5.16 crores against 
Rs. 3.48 crores at end 1975. 

The Bank's progress in 
the three years 1973-76: 

In the three year period 
1973-76 end, the Bank's 
aggregate deposits in India 
(excluding deposits from 
banks) more than doubled 
from Rs. 207,17 crores to 
Rs. 455.74 crores, 119.98% 
rise. Bank credit in India 
expanded faster from 
Rs. 145.58 crores to 
Rs. 334.75 ciores, 130.11% 
rifee. Advances to priority 
sectors (excluding export 
sector) rose from Rs. 44.48 
crores to Rs. 83.56 crores 
between 197 3-76 end, 
87.86% rise. The aggregate 
of public food procurement 
credit and priority sector 
credit expanded in the three 
years from Rs. 44.48 crores 
to Rs. 138.06 crores. Total 
income nearly trebled to 
Rs. 44.12 crores, and the 
net profit after tax more than 
trebled, from Rs. 0.69 
crores for 1973 to Rs. 2.29 
crores for 1976. Hereunder 
a table of comparative 
position under major heads: 


tp 23.706 between 1975-76 
end, limits sanctioned from 
Rs. 44.56 crores to Rs. 57.86 
crores, and advances out¬ 
standing from Rs.25.93 
crores to Rs. 32,31 crores. 
Lending accounts to smaller 
units comprising mostly of 
craftsmen and technicians 
increased from 6,775 to 
16,217 during the year. 

Under the special schemes of 
pre-project and project 
assistance to new entrepre¬ 
neurs evolved with the 
participation of the Indian 
Institute of Technology, 

40 qualified technocrats 
were helped to set up their 
own projects with credit 
facilities to an aggregate 
extent of Rs. 1.03 crores, 
with very little or practically 
no capital participation by 
the entrepreneurs 
themselves. Credit to 
agriculture rose from 
Rs. 28.52 crores to Rs. 35.49, 
crores and the number of 
lending accounts increased 
from 1,59,394 to 2,16,588. 
Of these; the number of 
lending accounts to small 
farmers holding less than 
5 acres accounted for 
1,91,474 (88.41%) and the 

(Amounts in Crores of Rupees) 


As of As of % Increase 1976 over 

18 July 31 December 18 July 



1969 

1973 

1975 

1976 

1975 

1973 

1969 

Deposits in India 

80.19 

207.17 

349.36 

455.74 

30 

120 

468 

Bankcrod>t in India 

59.67 

145.58 

235.69 

334.75 

42 

130 

461 

Priority sector 
credit excluding 
exports 

13.50 

44.48 

63.01 

83.56 

33 

88 

519 

Public food pro¬ 
curement credit 

Nil 

Nil 

18.00 

54.50 

203 

__ 

_ 

Total income 

6.91* 

17.62 

32.91 _ 

44.12 

34 

150 

538 

Total expenditure 

6.82* 

16.93 

31.67 

41.83 

32 

147 

613 

Profit after tax 

0.09* 

0.69 

1.24 

2.29 

85 

232 

2444 

Transfer to 

Reserve Fund 

0.01* 

0.14 

0.80 

1.68 

110 

1100 16700 


* for the year 1969 


Employment oriented 
credit: The range and 
variety of credit under 
priority sectors and to the 
weaker sections continued 
to widen, a number of new 
schemes were evolved to 
meet the specific needs of 
groups of self-employed. 
Number of lending accounts 
to small scale industrial 
units increased from 12,381 


amount of credit granted to 
these small farmers accounted 
for 04.32% of direct finance 
to agricultural sector. The 
Bank continued to transfer 
resources to the rural areas in 
support of higher economic 
activity. The credit, deposit 
ratio at the Bank's rural 
branches stood af 116.77% 
as against 74.26% for all 
branches. 


Load Bank Sohama, 

Sacond Phase Under the 
second phase of the Lead 
Bank Scheme a team of the 
Bank's officers conducted a 
detailed survey of the 
geographical characteristics, 
infrastructure facilities, 
occupational patterns, 
economic potential and 
credit needs of the Union 
Territory of Pondicherry and 
drew up an action plan 
envisaging aggregate 
additional credit deployment. 
of the order of Rs. 41.23 
crores over a period of the 
five years 1977-78 to 
1981 -82 under the primary, 
secondary and tertiary 
sectors The projected 
additional credit flow is 
expected to generate 
additional production of 
goods and services of the 
order of Rs. 8 crores per 
annum at the end of the 
fifth year. 

Branch Expansion: The 

Bankl opened 82 branches in 
India during 1976 taking the 
total to 660. Branch net 
work has increased to 34 in 
West Bengal, 33 in 
Maharashtra, 21 in Orissa, 

20 in Gujarat, 18 in Uttar 
Pradesh, 13 each in Punjab 
and Delhi, 10 in Haryana, 

8 each in Assam and Bihar, 

7 in Madhya Pradesh. 5‘ in 
Rajasthan, and 1 each in 
Chandigarh, Goa, Himachal 
Pradesh and Meghalaya, in 
Tamil Nadu, Andhra 
Pradesh, Karnataka, Kerala 
and Pondicherry branch 
network rose to 283, 88, 42, 

45 and 8 respectively. 

During 1976 the Bank 
opened branches in 8 
unbanked blocks in its lead 
districts and licences have 
been applied for the 
remaining 10 unbariked 
blocks and, by the year end, 
there will be no unbanked 
blocks in any of its lead 
districts, in fact licences 
were applied for to open 
branches in 42 more 
unbanked blocks outside 
lead districts, mostly in North 
India. During 1976 we 
opened 14 more extension 
counters, two in Air Force 
station headquarters in 
Jorhat and Ambala, one at 
the Orissa Khadi and Village 
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Industries Board, 

! Bhubaneswar, one at the 
! Ordnance Factory in 
Tiruverumbur, one at the 
i Kamptee Collieries in 
Nagpur, others in 
educational and cultural 
institutions, hospitals, high 
courts and housing colonies. 

Recruitment of 
candidates belonging to 
Scheduled Castes and 
Scheduled Tribes: The 
Bank continued to take 
, special efforts for recruiting 
a larger number of scheduled 
castes/scheduled tribes 
candidates. Of 354 recruits 
in the subordinate oadre, 

1,545 in clerical cadre and 
25 in officers cadre, taken 
during the year 1976,127, 
188 and 10 respectively 
were from the scheduled 
castes/scheduled tribes. 
Between 1972-1976 end, 
the percentage of scheduled 
castes/scheduled tribes staff 
in the subordinate cadre to 
the total staff in the Bank 
rose from 7.25% to 25.44%; 
clerical cadre staff from 
3.22% to 13.51%; and 
officer staff from 0.69% to 
2.80%. 

Adoption of Hindi : The 

Bank appointed Hindi 
Adhikaris for in-service 
training of the Bank's staff 
tot various Hindi examina* 
lions, Prabodh, Praveen and 
t Pragya conducted by the 
|r Ministry of Home Affairs. 

I Candidates passing the 
! examinations are granted 
lumpsum cash incentives. 
Hindi has been included as 
a subject in the curriculum of 
various programmes 
conducted by our Staff 
Training College and till now 
207 Officers and 371 
clerical cadre staff have 
been given training in Hindi. 
Steps are being taken to bi- 
lingualise internal work in 
branches in the Hindi 
speaking areas. 

Training of personnel: 
The Bank continued to 
assign the highest priority 
for the training of Bank's 
personnel at all levels to 
upgrade their technical, 
conceptual and personal 
skills. Increasing attention 
was paid to enlarge the Input 
of behavioural science in 
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most of the courses with a 
view to foster effective 
communication, effective 
listening, building trusting 
relationship, personnel 
managment, etc. Emphasis 
was laid in the various 
training programmes for 
performance budgeting and 
managment of human 
resources. New courses 
were designed for the tellers 
and for personnel manning 
enquiry counters at major 
branches. 1,746 staff 
members went through one 
or the other of the training 
programmes conducted at 
the training college and 15 
other training centres. 

The Bank's patrons 
and the staff: It is always 
understood, but it needs to 


be repeated aver, that the two 
basic contributors to any 
bank's success story are 
its patrons and its staff, the 
weft and the warp as it were 
of the mighty fabric of 
banking. The Directors deem 
it their pleasure to go on 
record of their profound 
gratitude to the Bank's 
patrons throughout India and 
abroad for their abiding 
goodwill without which the 
Bank could not have made 
such strident progress. So 
also, the sense of involve¬ 
ment and dedication on the 
part of the staff of all cadres in 
India and abroad. They have 
been an integral part of the 
success story of the Bank 
and the Directors deem it 
their pleasure to place on 


record their profound sense 
of appreciation of the total 
participation of the staff in 
the Bank's gratifying 
progress. 

The Bank's Board of 

Directors: Shri. RM Vellayan 
who was appointed a 
Director representing the 
employees of tho bank who 
are workmen effective from 
11th December 1972 
tendered his resignation as a 
Director of the Bank and it 
became effective from 28th 
September 1976. The 
Directors place on record 
their deep appreciation of the 
invaluable services rendered 
by Shri RM Vellayan during 
his term of office as Director. 


(WtvNy owned toy 
tht Govt of Inda) 
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BALANCE SHEET AS AT 31st DECEMBER 1976 


Capital and Liabilities 


Previous Year 


31st December 1976 


Rs. 


Rs P 

2,00,00,000 

1, Capital 

3,00.00,000.00 

1,48.29,044 

2. Reserve Fund & other 
Reserves 

2,16,29,043.53 

358,23.06,528 

3. Deposits & other 
Accounts 

473,69,36,529.30 

21,39:67,850 

4. Borrowings from other 
Bonking companies. 
Agents, etc. 

44,97.97,545.47 

8,24,61,440 

5, Bills Payable 

9,68,95,565.92 

18,83.20,747 

6. Bills for collection 
being bills receivable— 
As por contra: 

24,07.60,567.26 

10,50,73,294 

7. Other liabilities 

12,49,47,555.34 

18,78,63,332 

8. Acceptances, Endorse¬ 
ments & other obliga¬ 
tions as per contra 

24,67,68,436.47 

1,24,09,103 

9. Profit and loss Account 
Profit for the year end 
31.12.1976 

2,28,70.757.49 


Loss: Amount transfer¬ 
red to: 


80.00,000 

Reserve Fund 

1,68,00,000.00 

40,00,000 

Provision 
for contingencies 

40,00.000.00 

439,68,90,673 

Total 

694,97,96.000.78 


\ 


Property and Assets 


Previous Year 


31st December 1976 

Rs. 


Rs. P 

38,99,80,852 

1. Cash (including balan¬ 
ces with RBI & SBI) 

46.07,57,258.73 

1,75,66,148 

2. Balance with other 
Banks 

1,77,80,599.98 

4,39,17,829 

3. Money at Call & 

Short Notice 

2,09.02,500.00 

102,13,98,296 

4. Investments 

136,94,54,588.33 

243.81,37,551 

5. Advances 8 Bills 
Purchased & 
Discounted 

344,65,79.471.24 

18,83,20,747 

6. Bills receivable 
being bills for codec- 
non-As per contra: 

24,07.60.567.26 

18.78.53,332 

7. Constituents Liabili¬ 
ties lor Acceptances, 
Endorsements and 
other obligations 
* as per contra 

24,67,58,436.47 

1.12,17,437 

22,39,070 

1 8. a) Promises 
b) Building under 
construction 

1,13,80,979.16 

4,23,280.69 

3,01,44,269 

9. Furniture & Fixtures 

3,81,59,690.20 

6,60,75,142 

10. Other Assets 

9,67,52,728.73 

Nil 

11. Non-Banking Assets 
acquired in satisfac¬ 
tion of claims 

Nil 

439,68.50,673 

Total 

594,97.96,000.78 
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The prime minister's 

press conference on Monday gave a good 
push to the country's move towards an 
open society. It was an affair of “no 
holds barred." If Mr Desai got the better 
of the exchanges most of the time, he 
could do so without trying really hard. 
The prime minister has agreed to meet the 
press once a month and has offered to set 
aside even an hour and a half for these 
regular press conferences. If the press and 
the public are to benefit optimally from 
these opportunities, the capital's press 
corp will have to take itself more seriously 
and try to do a good professional job. 
There is nothing to be gained by trifling 
with his time or trying to turn these press 
conferences into sparring sessions. Mr Desai 
has a certain style of conducting these pro¬ 
ceedings. It is worth our while to 
accustom or adjust ourselves to it. The 
great thing is that he so obviously desires 
to communicate freely with the press and, 
through it, the public. He just does not 
care to have these meetings turned into 
mere show business. This was evident 
from his impatience with the cameras, 
including TV. Those sixty or ninety 
minutes of the busiest man in the country 
deserve to be husbanded wisely. 

It would be wrong to 

say that Mrs Gandhi has returned to 
politics; she never left it. None of 
the senior men in the congress has an 
“emergency record” which enables him 
to hold his head high. Consequently, 
there never was much chance of these 
people, either singly or by joint action, 
providing an effective rallying point for 
any rebellious section of the rank-and-file. 
Moreover the Janata leaders once again 
played into Mrs Gandhi's hands by forc¬ 
ing the issue of an immediate election to 
the assemblies in the nine congress-govern¬ 
ed states. While differences over election 


strategy seem to be straining the nascent 
allegiance of their own leaders to party 
unity, the restructured Indira brigade has 
evidently been successful in persuading 
congressmen in the mass that there is still 
a lot of political mileage to be got out of 
electioneering in her name. Mr Brahma- 
nanda Reddi, her hand-picked party presi¬ 
dent, has made it clear that she remains 
very much the real leader of the party and 
Mr Vengal Rao, the chief minister of 
Andhra Pradesh, who has sought to resign 
his chief ministership because he is opposed 
to Mr Reddi's election as president, has 
also said that he unreservedly accepts Mrs 
Gandhi’s leadership and would faithfully 
abide by her wishes. No wonder she is 
now on the congress working committee 
and its parliamentary board. She is no 
longer behind the scenes, pulling wires. 

Come to think of it. Mrs 

Gandhi is any day a better man than Gunga 
Dins of the type of Mr Y. B. Chavan. 
Even the feel of his home-ground under his 
feet cannot give him courage. Defending 
his “emergency record,” he has been telling 
audiences in Maharashtra that he did not 
know at the time what was going on in the 
country. Was this because he was merely 
the minister for External Affairs and it 
would therefore have been in bad taste for 
him to attempt to concern himself with the 
domestic affairs of his country? Mr 
Chavan, however, is only one among many 
former central ministers or other promi¬ 
nent congressmen who are not ashamed to 
plead ignorance. Some of them even have 
the effrontery to tell sceptical journalists 
that the press was to be blamed for this 
since it was not reporting news truthfully. 
I wonder what the editor of The Hindu 
would say. His paper has suggested that 
people in the southern states were not 
aware of the excesses of the emergency in 
the north and hence the success of the 


MOVING 

FINGER 


congress or its allies in so many parlia¬ 
mentary constituencies in those parts of the 
country. The Hindu has a large circulation 
in the south. It is therefore a fair inference 
that it did not help its readers in learning 
about what was happening in the country. 
Its explanation, perhaps, could be that its 
editor himself was nearly as ill-informed as 
Mr Chavan was. 


But the buck need not 

stop there. Mr G. Kasturi, certainly, 
should be able to shift the blame to Mr 
Mohammad Yunus, from whom The Hindu 
was regularly earning encomium during 
the emergency. Mr Yunus, who without 
doubt knew what was happening, had no 
business not to share his information with 
Mr Kasturi, especially as both were engag¬ 
ed in the business of taking care of 
Samachar. 


Mr Yunus was very much visible 
during the emergency, but he seems 
to have gone underground since. But 
I do not hold this against him. What 
I object to is the surfacing of men such as 
Mr B.R. Bhagat. What worries me is that 
he may soon be accepted as another Janata 
leader. It is indeed unfortunate that the 
Janata command should have created an 
impression that it is opening a nation-wide 
pawn shop for turncoat congressmen to 
convert their discarded political rags into 
cash. Some screening, surely, is possible. 
To start with, there could be a blanket ban 
on aspirants who had been known or 
notorious fund-collectors for the former 
ruling party. Mr T. A. Pai has un¬ 
burdened himself of a name for them. 


A ban of this kind would keep out Mr 
Dinesh Singh, besides others. This will 
be a bearable Joss for the Janata party. 
The ban, of course, would promptly dis¬ 
courage any notion Mr Manubhai Shah 
? may have of testing the water. Even the 
congress party has learnt its lesson at 
least in this respect. It has chosen Mr 
Karan Singh as its treasurer. This “Mr 
Clean” has more money of his own than h< 
knows what to do with. Not that Mr P.C. 
Sethi was a poor man. None of them were— 
at least for long. Incidentally the late L.N. 
Mishra’s wife still continues in her (or 
his) New Delhi 
“ministerial” ac¬ 
commodation. 
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Oil Crisis 

A major crisis, which may 
result in dislocation of supplies 
of petroleum products is brew¬ 
ing in the wake of strike by 
the workers of the Bombay 
Port Trust and the Gujarat 
refinery. Union minister of 
Petroleum, Chemicals and Ferti¬ 
lisers Mr. H.N. Bahuguna, in¬ 
formed prime minister Morarji 
Desai and other cabinet col¬ 
leagues of the situation. Mr 
Bahuguna pointed out that 
while he had full sympathy 
with the workers he could not 
tolerate indiscipline, lie made 
personal attemps to ensure that 
the strike could be called oft 
as quickly as possible. But in 
case it did not happen this 
would result in serious disloca¬ 
tion of the economic activity in 
the country. 

According to official sources 
it has been decided to increase 
the import of HSD to 77,000 
tonnes during the current 
month against 43,000 tonnes 
in April. One import tanker 
has already been received and 
three more are expected to 
reach Kandla port before the 
end of this month. In addition, 
sea movements of USD from 
Bombay to Kandla of J2,000 
tonnes have been planned to 
improve availability in the 
north-western region directly 
by rail during this month. 

About 1,250 workers of the 
Gujarat refinery near Baroda, 
stayed away from work as 
officials of the refinery, the 
biggest in the country, strove 
to keep up production. About 
235 officers were manning vital 


installations in the 4.2 million 
tonnes refinery, working in a 
12-hour shift, round the 
clock. The workers launched 
a wild-cat strike on May II 
in sympathy with the striking 
shunters of the refinery rail¬ 
way yard and later added some 
of their own demands. The 
original dispute between the 
refinery management and yard 
shunters pertained to promo¬ 
tion as loco operators of some 
of the shunters. Later, the 
main body of the workers 
added some more grievances 
like bonus and various allow¬ 
ances. 

Export Duty on 
Chromite Ore 

The government has an¬ 
nounced an export duty rang¬ 
ing from Rs 50 per tonne to 
Rs 200 per tonne on chromite 
ore, depending on the oxide 
content. The import has been 
decided upon to conserve the 
limited resources of chromite 
ore and concentrates in the 
country. 

Railway Experts 
for Nigeria 

A team of Indian Railways 
experts will leave for Nigeria 
shortly and will submit its 
report within six months. An 
agreement was signed recently 
with the Nigerian Railway for 
Indian Railways technical con¬ 
sultancy for the development 
of railway system in Nigeria. 
A railway delegation from 
Nigeria visited India recently. 
The delegation discussed with 
the chairman, Railway Board, 
Mr G.P. Warrier, the scope of 


Indian technological assistance 
to speed up the development 
of railway system there. 

Customer Service 
by Banks 

The working group on custo¬ 
mer service in banks in its 
final report has made a strong 
plea for banks to adopt a 
“more liberal approach” in 
sanctioning advances against 
gold and silver ornaments, to 
the small men and those 
belonging to weaker sections. 
The report submitted to the 
government observes that with 
gradual decline of money¬ 
lenders, as an important source 
of finance “the gap has to be 
filled by banks”. The 101- 
page report also incorporates 
the interim recommendations 
made by the group some time 
ago. 

The six-member committee 
has made as many as 176 
recommendations touching on 
such vital customer service as 
remittances and collections, 
loans and advances, foreign 
exchange business, govern¬ 
ment business and discipline 
and attitude of the bank staff 
to customers. The working 
group has said that traditio¬ 
nally, loans against gold orna¬ 
ments and silver-wares have 
been popular in Indian society. 
“There is no reason why bank 
should not enter this area un¬ 
reservedly and help people 
meet their emergent needs at 
short notice,” the report ob- 
serve*?. 

The group has found that the 
general complaint by the small 
men was that they were bother¬ 
ed by irrelevant and excessive 
questioning by the banks at 
different times. The customers 
also found delay in sanctioning 
ofloansasked for, too many 
rejections through insistence on 
the letter of the schemes while 
ignoring the spirit. 


The group has recommend¬ 
ed establishment of clearing 
houses at every centre hav¬ 
ing more than three banks. 
It has found at present, there 
are only 200 odd clearing 
houses in the country. There 
are 150 important centres in 
India which do not have a 
clearing house. 

IDA Loan for FCI 

The International Develop¬ 
ment Association (IDA), the 
soft credit wing of the World 
Bank, has decided to give a 
loan of $100 million to the 
Food Corporation of India to 
help it build additional food 
grains storage facility particula¬ 
rly silos equipped with the 
most modern bulk handlingand 
transport equipment. Under 
the proposed credit the FCI 
will undertake to build a 3.2 
million tonnes storage capacity 
of which 2.5 million tonnes 
will be of the conventional 
godown type. Silos of a total 
combined capacity of 200,000 
tonnes are likely to be estab¬ 
lished near the port of Bombay, 
350,000 tonnes bulk-cum back 
storage facilities at the sites yet 
to be decided and the 150,000 
tonnes bulk gudown with pro¬ 
vision for later installation of 
mechanical conveying, handling 
and weighing systems. 

The non-conventional sto¬ 
rage facility of 700,000 tonnes 
will be erected largely in the 
precast concrete slip form 
construction and each concrete 
cell will be provided with the 
protective plastic or epoxy 
resin inner linning. The silos 
will be custom-designed and 
erected in a cluster of three or 
more at each location. They 
will require high capacity*con¬ 
veying, handling, weighing and 
cleaning equipment together 
with the equipment for main¬ 
taining constant temperatures 
and humidity at acceptable 
levels. While much of the civil 
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engineering and construction 
work will be provided locally, 
it is estimated that mechanical 
equipment, temperature con¬ 
trols and recording instruments 
will have to be imported. As 
such equipment is not manu¬ 
factured indigenously in ade¬ 
quate quantities. 

Duty on Acrylic Fibre 
8nd Yarn 

With a view to ensure better 
collection of excise duties, the 
union government has decided 
to restructure the duty rates in 
respect of acrylic fibre and 
acrylic yarn including bulked 
acrylic yarn. The duty pre¬ 
sently leviable at the yarn 
stage is being shifted to the 
fibre stage and, while doing so, 
some relief is being provided to 
facilitate the replacement of 
wool by acrylics. Bulked acrylic 
yarn is being completely exem¬ 
pted from the additional duty 
of Rs 10 per kg. With these 
measures the government hope 
that the consumers will get 
knitting yarn for pullovers, 
sweaters etc at cheaper prices. 

AIMO Meet 

The All India Manufacturers 
Organisation has urged the 
government to reduce, if not 
eliminate, the excise duties on 
raw materials and intermedi¬ 
ates which enter into essential 
consumption items. The orga¬ 
nisation has suggested that basic 
inputs such as the steel and 
aluminium should be exempted 
from the levy of excise duty. 
In view of the comfortable 
foreign exchange position it 
has been suggested that the 
custom duty on essential raw 
materials and inputs should 
either be removed or drasti¬ 
cally cut. 

The organisation submitted 
a pre-budget memorandum to 
Finance minister, Mr H.M. 
Patel. Referring to the problem 
of inflation,AIMO has sugges- 
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ted that it should be tackled by 
increasing the level of produc¬ 
tion. As an anti-inflationary 
strategy the food grain buffer 
stocks and foreign exchange 
reserves should be utilised for 
countering inflation and stimu¬ 
lating growth. The foreign 
exchange reserves could be 
utilised by the timely import 
of essential goods which tend 
to be in short supply. Dealing 


with the question of economic 
growth, it has opposed any 
move to cut down Plan outlay. 

Export of Consultancy 

The National Industrial 
Development Corporation 
(INDC) was able to secure a 
large number of foreign con¬ 
tracts for its consultancy 
services during the year 
1976-77. This public sector 


consultancy organisation un¬ 
der the ministry of Industry 
has taken up work on various 
projects in over 25 countries 
around the world. Its consul¬ 
tancy services were in great 
demand in a number of deve¬ 
loping countries in Africa and 
Asia. Among the new con¬ 
tracts obtained by the corpora¬ 
tion were the planning and exe¬ 
cution of industrial projects in 




pumob notional bonk 

■ — ucsn nccirc • C D1D1 lAuriiT PTDCC* ueui nri ill 


31st December. 1975 


HEAD OFFICE : 5-PARLIAMENT STREET NEW DELHI 

STATEMENT OF POSITION 
LIABILITIES 


31et December, 1978 


Rs. 



Rs. 

2,00,00.000 

Capital; Paid-up 


2.00.00.000 

9.07,20.000 

Rasarve Fund 


11.10.40.100 

050,55.32.100 

Deposits ft Other Accounts 


1171.02.03,377 

25.10,55.327 

Borrowing! from Banks and Correspondents 


112.10.08.332 

10.00.51.004 

Bills Peyeblo 


9.18.90.047 

51.40.53.072 

Bills for Colloctioa 


54,51.04.033 

24,03.53.104 

Other Liabilities 


20.81.08.405 

74,07,00,380 

Acceptances for Customoro 


00.70.40,845 


PROFIT AND LOSS ACCOUNT : 

3,16,40,740 Profit for tho year 

3,40.31.015 



Lots: irons! orred to 




94,59,344 Resarva Fund 

1.02.00,000 



Provision for Ex- 




1,54,30,000 gratia to staff 

90,00.000 



Transferred to 




Nil other Reserves 

76.00,000 


07.51.390 

Balance transferred to Control Government 

m 

72.3I.01S 

1150,77,01,472 



1455.55,55.534 


ASSETS 



35.55.6.775 

Coph in hand and with Bonks 


112.72.00.030 

1.M.M.0B0 

Money at Call B Short Notico 

Investments In Government B Other Securities. 


NIL 

311,51.11.136 

Shares. Debenturts, otc. 


355,30.84.407 

511.51.51.341 

Advances 


023.47.60,200 

51.43.53,573 

Bills for Collection 


54,51.64.833 

74,17.11,316 

Acceptances for Customoro 


08.70.40.845 

1,66.65.154 

Premists 


1.76.89.010 

3,10,11.116 

Furniture B Fixtures 


4.84,31,193 

24.84.65.187 

Other AsootO 


35,73,00.742 

1,53.060 

Non-Banking Alton 


1,01,310 

^ ilSB.77.5M73 



1400,90.50.634 
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IPCL will soon open up a new era. 
With our*Lovv Density Polyethylene. 

Many new grades of 
LDPE will become available from 


our 
Fora varii 


Soon you will get as much 
Polyethylene as you want ; :i 
For full utilization, expans on 
and growth. 

Backed by IPCL/s superior ' 
technical expertise to assist c, 
you in the application and 
development of: 


IPCL for LDPE 


newer applications. 


Film extrusion 

Extrusion Coating St 
lamination 

Wire St cable insulation 
Pipes and tubings 
Injection moulding 
Blow moulding 
Rotational moulding 
Foam films St sheets 


Make IPCL your new source 
of high quaiuy Low Density 
Polyethyien e. 

Write now for further details 

The Marketing Division 
Indian Petrochemicals 
Corporation Ltd. 

Reyd Office. 

P O. PMrochemicais 
Dist. Vadodara-391 346 
GUJARAT 
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Ghana, Uganda, Upper Volta, 
Zambia, Malawi and Laos. 
The foreign exchange earnings 
of the NIDC, during the finan¬ 
cial year, totalled over Rs 5 
million. Its cumulative foreign 
exchange earnings now exceed 
Rs IS million. 

One of the new foreign pro¬ 
jects undertaken by the cor¬ 
poration was the preparation 
of a survey report on the in¬ 
dustrial opportunities avail¬ 
able in Upper Volta based on 
its local resources. The ex¬ 
port team sent by the NIDC 
identified various potential 
industries in the small and 
medium scale sectors covering 
agro-based, mineral-based, 
engineering and other indust¬ 
ries. Some of these units are 
proposed to be set up in in¬ 
dustrial estates. The work 
done by the expert team was 
highly appreciated by the 
government of Upper Volta. 
Another comprehensive study 
of the possibilities of indus¬ 
trial development will be 
taken up by the NIDC in 
Laos. The specific project is 
for the development of the 
pulp and paper industry in 
that country, based on locally 
available raw materials. 

Rapid Expansion 

The activities of the NIDC 
inside the country have also 
been expanded substantially. 
For the first time in India, the 
corporation designed and suc¬ 
cessfully commissioned the 
world's largest solar energy 
grain dryer with a capacity of 
about 10 tonnes per day at 
Ludhiana in Punjab. More of 
these grain dryers will be set 
up by the NIDC in various 
parts of India. 

Another important contract 
was the setting up of a plant to 
manufacture process reciprocat¬ 
ing pumps, reciprocating com¬ 
pressors and centrifugal pumps 


at Naini, Allahabad. This pro* 
ject was taken up and complet¬ 
ed for the Bharat Pumps and 
Compressors Limited, a pub¬ 
lic* undertaking under the 
ministry of Industry. These 
pumps will meet the require¬ 
ments of the fertiliser, petro¬ 
chemical, oil exploration and 
steel industries for large heavy 
duty pumps, which were being 
imported. The cost of this 
plant was Rs 125 million. It 
incorporates some of the most 
sophisticated production facili¬ 
ties for such heavy engineer¬ 
ing work. Indigenous equip¬ 
ment was predominantly used 
in designing and erecting the 
plant. 

Rayon & Synthetic 
Textiles Export 

Exports of rayon and synthe¬ 
tic textiles reached an all-time 
high of Rs 38.52 crores during 
the year 1976-77. This per¬ 
formance is not only more 
than double of that achieved 
last year which was Rs 17.79 
crores but has exceeded the 
export target for the year 1976- 
77 by over Rs one crorc. 
Exports during 1976-77 repre¬ 
sent 117 per cent rise as com¬ 
pared with the achievement, of 
the previous year. Fabrics 
which constitute a major share 
of exports of rayon and syn¬ 
thetic textiles were valued at 
Rs31.5 crores, garments and 
made-ups Rs 2.48 crores, 
hosiery and knitwear Rs 1.2 
crores and miscellaneous items 
including rayon tyre yarn and 
viscose filament yarn etc. 
Rs 3.35 crores. Countries to 
which major portion of the 
trade was directed include: 

FabricsAfghanistan, Soma¬ 
lia, Dubai, ban, Kuwait, 
Singapore, Saudi Arabia, 
YAR, Poland, UK, Canada, 
USA and Australia. 

Hosiery and Knitwear:—West 
Germany, Canada, Fiance, 


Norway, S. Yemen and Saudi 

Arabia. 

Garments:—Italy, UK, USA, 
France, Saudi Arabia, West 
Germany, Bahrain, Dubai, 
Somalia and Hong Kong. 

Rayon Tyre Ytm: Australia, 
UK, Austria, Thailand, Japan, 
Sri Lanka, Zambia and Tan¬ 
zania. 

Filament Rayen Yarn: Pakis¬ 
tan, Hong Kong, Switzerland, 
Spain, Italy, Afghanistan, 
USA and Sri Lanka. 

Used US Machinery 

There is good market for 
used US machinery in India 
as this would help the country 
save significant quantum of 
foreign exchange, according to 
Mr. Joe Shah, president, 
International Traders, the 
USA. This company, speciali¬ 
sing in used machinery, has 
recently exported a Pusey and 
Jones paper machine to India. 
The machine will produce about 
30 tpd of printing and writing 
papers for Delta Paper Mills 
Ltd, Srirampuram, Andhra 
Pradesh. The mill is expected 
to go into full production by 
the end of the year. This is 
the first used paper machine to 
enter India from the USA 
under the revised import policy 
of the government of India. 
One big advantage of such im¬ 
port is that the safe work¬ 
ability of the machine upto a 
certain time is fully guaranteed. 

Food Processing 
Units off FCI 

The Food Corporation of 
India has shown a marked 
improvement in the sphere of 
food processing in Tamil Nadu. 
Reviewing the performance of 
the food processing units in the 
region last year, Mr G.P. 
Gupta, joint manager, pointed 
out that the four modern rice 
mills in the state have together 
exceeded foe target set for mil¬ 
ling paddy. A major break¬ 


through in processing of rice 
bran has been achieved, Mr 
Gupta said. The solvent ex¬ 
traction plant at Sembanarkoil 
produced 542 tonnes of oil 
which included about 100 ton¬ 
nes of low free fatty acid (FFA) 
oil, the latter suitable for con¬ 
version into edible grade oil 
after neutralisation, de-colo- 
risation and de-odorisation. 

With a view to stepping up 
the manufacture of low FFA 
oil and thereby increasing the 
availability of edible oil in the* 
country, it was decided to in¬ 
stall stabilisers in the Modern 
Rice Mills to arrest the ‘lipase’ 
activity in the bran and the 
consequent splitting of oil 
while in storage. One such 
stabiliser has been installed at 
Sembanarkoil and this has 
helped to stabilise the bran to 
the required level ideal for 
producing low FFA oil from 
rice bran. This is a» leading 
step taken by Food Corpora¬ 
tion to bridge the edible oil 
deficiency in the country. 
Erection of similar stabilisers 
in other mills is also in pro¬ 
gress. 

Unmanufactured 

Tobacco 

Further relaxations in con¬ 
trol over transport and ware¬ 
housing of unmanufactured 
tobacco have been made by 
the government with effect 
from May 4, 1977. These are 
in addition to the relaxations 
announced last month and 
have been made on further exa¬ 
mination of the representa¬ 
tions received by the govern¬ 
ment from tobacco trade. The 
Central Excise department had 
taken certain measures to 
tighten the control over trans¬ 
port and warehousing of un¬ 
manufactured tobacco in pur¬ 
suance of the recommendations 
of the Tobacco Excise Tariff 
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Committee. The fresh relaxa- 
ions are: 

Transport certificates for 
obacco other than Virginia 
md Indian Air Cured string 
variety will henceforth be valid 
or 12 hours for distances upto 
>50 kins and 24 hours for 
greater distances where trans¬ 
port is by mechanised vehicles. 
Where the transportation in¬ 
volves crossing ferries which 
do not operate at night, the 
night hours so lost will be 
jxcluded. The validity period 
of a sale note for transporta¬ 
tion of duty-paid tobacco by a 
mechanised vehicle will be 
up to the midnight of its date 
of issue, as was the position 
prior to February 1, 1977. The 
maximum permissible quantity 
of unmanufactured tobacco 
which can be transported on a 
sale note will henceforth be 
five quintals instead of 2.5 
quintals. 

There will henceforth be no 
restriction on the number of 
movements of unmanufactured 
tobacco from one warehouse 
to another. Suitable instruc¬ 
tions have been issued to all 
Collectors of Central Excise 
who can be contacted in case 
of any doubt or for any 
further details. 

Industry in Andaman 
Islands 

A high power team headed 
by Mr I.C. Puri, additional 
secretary and Development 
Commissioner (Small Scale 
Industries) union ministry of 
Industry, visited Andaman & 
Nicobar Islands from May 
5 to 9, 1977. The other mem¬ 
bers of the team included Mr 
Swarajya Prakash, Director 
(BA, RAP & RIP) Office of 
the Development Commis¬ 
sioner (SSI) and Mr S.K. 
Ghosh, Director, Small Indus¬ 
tries Service Institute, Calcutta. 
Mr R.S. Rai, secretary (Indus¬ 
tries), Andaman & Nicobar 


accompanied the team to the 
various places in the islands. 

The visit of the team included 
production-cum-training cen¬ 
tres of the industry depart¬ 
ment, some large scale and small 
scale existing units, training 
centres set up for ladies, and 
cottage emporium. Certain 
agricultural and other farms 
were also seen where rubber 
plantation, bamboo plantation 
and coconut plantation are 
being carried out in these 
islands. The team also visited 
farms of the agricultural 
department for spice cultiva¬ 
tion and other fruits and vege¬ 
tables, etc. 

The team also had detailed 
discussions with the various 
officers of the Andaman & 
Nicobar Administation on 
many aspects like power, elec¬ 
tricity, land, forestry and other 
departments connected with 
the industrial development. 

Basic Industries 

Mr I.C. Puri also presented 
a copy of the report on ‘Indus¬ 
trial Potentiality Survey of 
Andaman & Nicobar Islands 7 
prepared by another expert 
team which visited Andaman 
& Nicobar some time ago under 
the leadership of Mr S.K. 
Ghosh, director, SISI Cal¬ 
cutta. He pointed out that 
several industries have been 
identified in the report which 
can use the existing raw 
materials and the existing 
potentials and skills in the use 
of those raw materials. He 
emphasised that these are the 
basic industries based on forest 
resources which arc wood and 
timber. 

Mr Puri also stated that 
there can be wooden fur¬ 
niture industry based on 
very excellent wood available 
in the territory. Padayka is one 
of the finest varieties of wood 
available in the island which 


is free from insects. The other 
recommendations of the report 
included marine resources like 
fisheries, shells and industries 
based on these shells. Mr Puri 
further pointed out that coir 
industry is another possibility 
which can be developed into 
modern types of coir such as 
coir which is treated with flame 
deterrant property which is 
required in several parts of the 
world. 

Steel Production 

The main integrated steel 
plants operated close to the 
plans for the month of April, 
1977 and exceeded the targets 
by 3,000 tonnes or 0.6 per cent. 
Total production of saleable 
steel from the main plants was 
546,000 tonnes during the 
month exceeding April, 1976 
output of 510,000 tonnes by 
7.1 per cent. While Bhilai and 
Rouckela achieved 111.4 per 
cent and 103.2 per cent of the 
target, power restrictions at 
Durgapur and Bokaro affected 
the production which operated 
at 86 percent and 95.1 per 
cent of the target respectively 

The production of ingot steel 
at main plants at 697,000 
tonnes was 12.8 per cent higher 
than the April, 1976 produc¬ 
tion of 618,000 tonnes. This, 
however, fell short of the 
target of 709,000 tonnes set for 
the month. Production at 
Alloy Steels Plant, Durgapur 
was affected due to power 
restriction. Saleable steel out¬ 
put was 3,740 tonnes which 
fell short of the target by 260 
tonnes. 

Visvesvaraya Iron and Steel 
Ltd, Bhadravati exceeded the 
production target by 12.3 per 
cent turning out 6,230 tonnes 
of saleable steel as against a 
plan of 5,550 tonnes. Produo 
tion of saleable pig iron stood 
at 143,000 tonnes which is 16.3 
per cent more than the pro¬ 
duction in April of the pie- 
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vious year and shows 102.6 
per cent of the target fulfilment 
for the month. Production of 
CAN fertilizer at Rourkela 
fertilizer plant at 16,700 
tonnes was nearly double the 
target of 8,900 tonnes. 

Neyveli Lignite 
Corporation 

The Neyveli Lignite Corpora¬ 
tion Limited (NLC) continues 
to maintain the uptrend in 
its production. During April 
this year the corporation pro¬ 
duced 345,000 tonnes of lignite 
as against 299,000 tonnes for 
the same period last year. The 
NLC also generated 322.14 
million units of power as 
against 314.24 million units in 
April, 1976. The production 
of urea was 6,019 tonnes as 
against 3,930 tonnes in April 
last year. 

World Stool Trends 

Crude steel production in 
March 1977 in the 29-member 
countries of the International 
Iron and Steel Institute fell by 
one per cent to 38,485,000 
tonnes compared to 38,862,000 
tonnes in March 1976. The 
cumulative total for the first 
three months of 1977 was 
107,842,000 tonnes against 
107,626,000 tonnes for the 
same period in 1976, an in¬ 
crease of 0.2 per cent. Accord¬ 
ing to the Institute, there 
appears to be still no clear 
sign of any significant change 
in steel production no deterio¬ 
ration, but also little improve¬ 
ment except in the USA where 
production had earlier been 
adversely affected by the harsh 
winter weather. Steel produc¬ 
tion in India during March 
1977 was 884,000 tonnes 
against 794,000 tonnes in 
March 1976, an increase of 
11.3 per cent and 2,593,000 
tonnes during the first three 
months of 1977 against 
2,313,000 tonnes during the 
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same period In 1976, an in- 
create of 12.1 per pent. 

Comparative performances 
in production by major groups 
or countries (in tonnes) are: 
March 1977 and correspond¬ 
ing month in 1976—EEC of 
Six 9,664,000 and 9,838,000 
(—1.8 per cent); United King¬ 
dom 1,830,000 and 1,997,000 
(—8.4 per cent); United States 
9,974,000 and 10,246,000 
(—2.7 per cent); Japan 
8,944,000 and 9,193,000 (—2.7 
percent). First three months 
of 1977 and the same period 
in 1976—EEC of Six 
26,701,000 and 27,005,000 
(—1.1 percent); United King¬ 
dom 5,516,000 and 5,600,000 
(—1.5 per cent); United States 
26,257,000 and 28,156,000 
(—6.7 per cent); and Japan 
25,986,000 and 25,061,000 
(+3.7 per cent). 

Whitt Revolution 
in Punjab 

Mr. M.S. Gill, managing 
director, the National Co¬ 
operative Development Cor¬ 
poration, stated recently that 
the corporation has made 
substantial contribution to the 
‘white revolution* in the coun¬ 
try. The corporation stepped 
into the dairying sector in 
1971-72, and so far more than 
30 dairy units in different sta¬ 
tes in the country have been 
assisted. The total assistance 
has been given for establish¬ 
ing these units to the tune of 
Rs 5 crores. Dairying has 
now become the most suitable 
and important subsidiary occu¬ 
pation for the farmers in Pun¬ 
jab' to increase their income. 
Earlier, milk processing plants 
were established in Punjab only 
in the public sector, but later 
on, the entire system from milk 
production to processing is 
proposed to be run by coopera¬ 
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tives, thus making it a success¬ 
ful venture. 

Namas in the Newe 

Dr M.S. Swaminathan, 
director general, Indian Coun¬ 
cil of Agricultural Research 
(ICAR) has been elected 
Foreign Associate of the Natio¬ 
nal Academy of Sciences of the 
United States, the highest 
scientific organisation in the 
USA. Dr Swaminathan, who 
had earlier been elected a 
Fellow of the Royal Society of 
London (FRS), is the only 
Indian scientist who has been 
honoured so far both by the 
Royal Society of London and 
the US National Academy of 
Sciences. Dr Swaminathan is 
the third Indian scientist to be 
elected as Foreign Associate of 
the US National Academy of 
Sciences. The other two Indian 
scientists—Dr V. Ramalinga- 
swami, Director of All-india 
Institute of Medical Sciences, 
New Delhi, and DrD. Lai, 
Director of the Physical 
Research Laboratory, Ahmeda- 
bad, had been elected in 1973 
and 1975 respectively. Dr 
Swaminathan has been chosen 
for his outstanding contribu¬ 
tions to applied genetics and 
biology. 

Prof PN. Dhar, who was 
secretary to the farmer prime 
minister has been nominated a 
member of the governing 
council of the United Nations 
University at Tokyo. The 
nomination has been made, 
according to the UN regula¬ 
tions, jointly by the Secretary 
General of the UN, Dr Kurt 
Waldheim, and the Director- 
General of UNESCO, Mr 
Anadou Maktar M’Bow. The 
term will be for six years. 

The union government has 
announced a major reshuffle of 
the departmental secretaries. 

Mr. P.J. Fernandes, secretary 
to the ministry of Chemical 
and Fertilisers, has been 


appointed as secretary Finance. 
Mr H.N. Ray retires on June 
30, The chairman of BHEL, 
Mr V. Krishnamurthy, will 
take over as secretary to the 
department of heavy industry. 

Dr. Ajfit Mazumdar, who is 
now on deputation to the 
Asian Development Bank, will 
be secretary, Planning Com¬ 
mission in place of Mr S. K. 
Rao. Mr Raois to be secre¬ 
tary, department of textiles in 
place of Mr S.S. Puri. 

Mr S. S. Marathe, chairman 
of the Bureau of Industrial 
Costs and Prices will be secre¬ 
tary, department of industrial 
development, in the place of Mr 
Mohammad Fazal. Mr Man- 
tosh Sondi, secretary depart¬ 
ment of heavy industry, will be 
secretary to the ministry of 
Steel and Mines. Previous sec¬ 
retary steel and mines, Mr 
Saran Singh has gone to Bihar 
as chief secretary. Mr R.V. Sub- 
ramanian, adviser to the gover¬ 
nor of Madras, is to be secre¬ 
tary, department of power, vice, 
Mr Y. T. Shah. Mr S. Baner- 
jee will be secretary, depart¬ 
ment of defence production, 
vice Mr M.M. Sen, who is pro¬ 
ceeding on leave preparatory to 
retirement on July 5. Mr R. 
Balasubramanian, additional 
secretary, department of Food, 


to be secretary department of 
Food, vice Mr G.C.L. Joneja, 
who has gone to Bihar as ad¬ 
viser governor. Mr P. Krishua- 
murthy, additional secretary, 
ministry of Finance, will be sec¬ 
retary department of Company 
Affairs. Mr P. Sabhnayagam, 
secretary, department of reha¬ 
bilitation, will be secretary, 
of the department of educa¬ 
tion, vice Mr K.N. Channa, 
who has gone as adviser to 
Governor of Bihar, 

According to a notification 
issued by the ministry of Indus¬ 
try, Mr V. Ramachandran has 
been appointed as the secretary 
of the Khadi and Village Indus¬ 
tries Commission. He will 
remain in office till March 31, 
1978. 

The Indian Pump Manufac¬ 
turers Association (IPMA) has 
elected the following members 
as office bearers for the year 
1977-78: President: Mr RR. 
Bareja. Sr. Vice-President: 
Mr P.S. Padhye, Vice-Presi¬ 
dent: Mr R. Somasundram. 
Members of the executive 
council : Mr C.C. Amin, Mr 
S.D. Mody, Mr R.R. Nair, 
Mr C.V. Sahasranaman, Mr. 
A.K. Wadhawan, Mr S.S. 
Bhangar, Mr K. Mubayi, Mr 
N. Rudrappan, and Mr N.M. 
Saraiya. 


Department of Atomic Energy 

Directorate of Purchase and Stores 

On behalf of the President of India, the Director, Directorate of 
Purchase and Stores. Department of Atomic Bnergy, Bombay invites 
tenders as detailed below: 

1. DPS/PPED/1 EE/54 due on 20.6.77. One no. Portable hardness tester. 
Two nos. hand probes and accessories. 

2. DPS'BARC/IBE/1080 due on 20.6.1977. Computer display terminal 
with alphanumeric and graphic facilities. One No. 

3. DSP/BARC/1EE/1082 due on 21.6.77. Non-disposable filter elements 
25 Nos and Disposable type filter clements-35 Nos 

4. DPS/B ARC/1 EE/1 o83 due on 21.6.1977. Acoustic emission trans¬ 
ducers with accessories. 4 Nos. 

5. DPS/BARC/IEE'1084 due on 21.6.1977. Induction Generator 1 No. 

Tender documents priced Rs 15/- each for items at S. No. 1,2 & 3. 
Rs 10/- for ittms at S.No. 4 and Rs. 25 for items at S. No. 5 and Cteneml 
conditions of contracts priced Re 0.50 p can be had from the Finance 
and Accounts Officer, Department of Atomic Energy, Directorate of Pur¬ 
chase and Stores, 3rd floor, Mohatta Building, Palton Road, Bombay- 
400001 between 10 a.m. to 1 p.m. on all working days except on Satur¬ 
days. Import Licence will be provided only if the items are not avail¬ 
able indigenously. Tender will be received upto 3 p.m. on the due date 
shown above and will be opened at 4 p.m. on the same day, Thg Tight 
k reserved to accept or reject lowest or any tenders in part dr full 
without assigning any reasons. davp645 (25)7 
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% Grindlays 

M Bank BALANCE SHEET OF INDIAN BRANCHES 

JfFj Limited 

Registered in London ..nder the Companies Act of 186? on the 23rd March 1866 The liability of members it limited 


CAPITAL AND LIABILITIES 

»"• % 

Capital 

2 78 33 382 50 


Amount deposited with the Reserve Bank of 
India under Section 11 (2) of the Banking 
Regulation Act, 1949 
(Marlei vsiu* ol tucuiiiipj lodgtd) 


Re. 


1Wi R» 


3 1059 145 00 


2 f9 60 00C.00 


4 96 42 994 19 

€0 72 325.06 


7 7$ 75 V9.21 


{92 04 61 701 5 7 
113 33 55 696 12 


191*?.? 7 *** 03 


407 87 39*4$ 79 


17 27 4/3 but h8 
3 1 4 ■<«,(] 


:u 55 03 457 93 


t 33 GO 702 $« 


Reserve 

Fund 

and 

other 

Reserves 


Head 0f'xt Reserve 

(amount rnnvitrd in f.ieiling trnm Heart Of fire) ? 19 60 GCO 00 

Capital Reserve 

on lev’’ tat m ol hank's p-rmises 
(in^'uc’n"i c».nnii. i.’.l < H .f jiu t : H'on t-l 

Rv -!/77 ) t 3 29 u»’to 31st OcCLMiber, 1 j6C) 4 9142 10115 

Revtir'ue Reserve h'J 72 06 •} 75 jjy 21 


Deposits 

and 

ether 

Accounts 


Fixed Deposits 

fm.n br.-.ki 116 37 000 CO 
horn others 1 90 C2 C * fil l i>i 

Savings L*enk Deposits 

C-*. t Accounts 
Co.itM gancy Accountp.rtc. 

from hanks 4 1* r r-. 3f>9 01 
from others 100 f-6 J it V* 4 J 


200 7* 3‘’ : '*1 ‘*3 
1 Uj l>v i.' y/o Oil 


109 90 52 ' &7 >14 


429 34 61 B17 30 


Borrowings 
from other 
Banking 
Companies, 
Agents, etc. 


In Ind a 

Ouivdr India 

If’i't • ■ . „l tin Oil* ten etf H h 41 
in tn wen(Ji(fjliif/ne“IJ 


Bills 

Payable 


16 21 07 510 OS 

-- 16 21 07 510 95 


11 6910 090 61 


27 30 tO 50fi 08 
17 f,; i? ?76_25 


40 95 42 703 03 


Bills for 
Collection 
being Bills 
Receivable 


Payahie in India 
Payable r.ntside India 


20 74 TP 964 42 

21 bi 2. ’ - i 07 . . 

-.. .42 J> 01 2U5.49 


2 91 69 773 t6 

47 uJ tf‘ji i* 


2 30 34 798 34 

1 26 »/ 777 52 

3 5651 475 88 
75 49 749 34 


3 38 69 464 40 


9 06 76 198 59 


20101 777.59 


Other Net Inter-Branch balances 

Liabilities: Hcalfll I .md Branches oulhide lnd<e 

BranUus in India 


? 33 OB R77R3 

(1 yjOJ 1< .■ b2) 


34 96 692.31 


Acceptances, 
Endorsements 
and other 
obligations 

N pif CQflt/t 


Profit 

and 

Loss 


Balance brought forward from previous year 
Add piofit lor the year hi ought from thf 
Profit and Loss Account 

less remitted to Head Office 


2 81 01 727.52 


2 93 2J 913 71 
2 81 01 727 52 


8 04 65 926 65 


293 2391371 


67 329 92 
74 6.5 26 839 Ol 
97 37 45 549 50 
30 25 000.00 


Contingent 

Liabilities 


Claims against the banktnp Company no* 
acknowledged •* (lotus 
Outstanding eu'hange ionium 

Conlurnad credits and guarantees fl'-en 
In leipect ot perily paid shares 
In icspeci el PaiMcipauon Ceriihtaiss Issued 


hi 945 M 
117 4U uo 5b3.74 
95 Ch til >44 56 
3b 2it OOO 00 

25 00 O00.00 


498 64 09 498 95 


518 66 0? 6MSA3 
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AS AT 31ST DECEMBER. 1976 


PROPERTY AND ASSETS 

1976 


17 90 21 ?2B !'G 


3 17 93 634 63 

<j; 679 ”S 


10 00 00 000 00 


Balances 
with other 
Ranks 

*«.»» C'jntni Accountif 

Money at 
Ceil and 
Short Notice 


In hand, with Reserve Bank of ffldk 
and with State Bank of India 
(including foreign Currency OOtttJ 


In India 
Outside India 


130 SOU 015 20 


60 r : 500 00 

3 ' 0C3 ’5 

3 CO :w 00 
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PRINCIPAL ACCOUNTING POLICIES 




Pramlaaa Prathold pramlaaa tnd MMlfiM pramlaaa art Includ'd at coat ar at protaatfonal valuation carrlad out in 1973. 

Dapraclatlon of Flxad Aaaota Daptadatlon on fumltuia. vahfclM, aqulpmant and propartlaa other than laaaahold pramlaaa la charged c 
a atraight lina baala over tha eatunatad llval of tha ataata. Uaaahold pramiaaa ara amortlaad over tha parioda of tfta napaedva laaaaa. 
Equipment it depreciated over a five year period. u 

Inveetmente Quoted securities are included at the tower of cost or market value. Unquoted securities ere included el or below cost. 
Poston Currenclte Assets end liabilities In foreign cyTtogclM are converted at the rates ruling at the yeer-end, except that contingent 
liability in respect of forward exchange contracts is vetted It the totes Contracted. 


NOTES _ ~ __ 

1 • Borrowing. Tha borrowing, from other banking cofltpanlaa, .to. ctaaalfiad aa "aacurad" ara aacurad by tha corroaponding aacurad 
advances to customers. 

2. Ex-gratis peymente to staff The Bank has not received Instructions from the Central Government or the Reserve Bank for any ex-gretiO 
payment to staff in respect of 1976 end accordingly no provision has been made In these accounts for such Payments. An ex-grati« 
payment in respect of 1976 has been made in terms of instructions received, and has been charged in these accounts. 

3. Unremitted Surpluses In terms of current Indian Exchange Control directives, pending completion of the Bank's Income Tax At 
easements for the Accounting Years 1973,1974 and 1976, a total amount of Rs. 182 lacs arising from adjustment of Head Oflice 
Charges relating to those is held unremitted in Indie. 

4 . Income Tex Liabilities 1976 Provisions for income end Interest taxes, estimated at Rs. 13.59 crores for 1976. have been charged to 
these accounts and are included in the expenditure items "Rent, Taxes, Insurance, Lighting,.etc..." (1976 Rs. 13.85 crores). 

In terms of the Finance Act 1976. e deposit of Ra. 65 lacs haa been placed with the Industrial Development Bank of India, thus entitling 
the Bank to an exemption from surcharge on income tax. 

Contingent Liability The proceedings initiated under Sections 147/148 of the Income Tax Act 1961 for the Years 1957 to 1969 in 
respect of which the Calcutta High Court has granted a stay, remain to be disposed of. Further, assessments of some years are in dispute. 
The liabilities, if any, relating to these are not ascertainable at this stage* 

6. Staff Retirement Benefits The Bank's Indian Staff Pension Scheme provides for payment of retirement benefits to employees rotiring 
after 27th December 1974. A Trust Fund, duly approved by the Income Tex Authorities, has been set up tinder the Scheme to meet the 
payments for the retirement benefits. The Bank hat so far contributed to the Fund a total amount of Ra. 308 lacs (including Ra. 100 taca 
charged in 1976 accounts). The accrued liability es on 3tst December 1976 in respect of these benefits is being ascertained and further 
contributions to the Trust Fund will be made on actuarial advice. 

In addition, pension payments to employees who retired on or before 27th December 1974. and gratuities to non-pensionable staff are 
treated in the accounts consistently on a cash basis. 

6. Advances Included in "Debts considered good for which the Banking Company holds no security other than the debtors' personal 
security'' is an amount of Rs. 386 lacs due from two companies, nationalised during the year with retrospective effeetjn respect of which 
necessary claims will be lodged with the appropriate authorities under the Act nationalising these companies. Until these claims have been 
agreed with the authorities the final amount of the settlement cannot ba established. It has therefore not been possible to ascertain the 
shortfall, if any. that may arise on the final settlement of these claims and. accordingly, no provision has been made in these accounts 

in respect thereof. 

7. Re-Arrangement of Previous Year's Figures Previous year's figures hive been re-arranged wherever necessary. 


||n - REGIONAL DmECTOR^SQUTH ASIA - CONTROLLER 

AUDITORS' REPORT ***' ‘ 


We have audited the Balance Sheet of Indian branches of Grindlays Bank Limited as at 31st December. 1976, signed by us under reference to 
this report and the relative Profit and Loss Account in which have been incorporated the unaudited returns from 18 branches, not visited by 
us. for which tho Company Law Board has granted exemption under Rule 4 of the Companies (Branch Audit Exemption) Rules, 1961 from 
the provisions of Section 228 of the Companies Act, 1966. 

Under the provisions of Section 29 of the Banking Regulation Act. 1949 read with the provisions of subjections (1), (2) and (6) of Section 
211 end sub-section (5) of Section 227 of the Companies Act, 1966, the Balance Sheet and Profit and Loss Account are not required to be 
end ere not drawn up in accordance with Schedule VI of the Companies Act, 1956. The accounts are, therefore, drawn up in conformity 
with Forme "A" and "B" of the Third Schedule to the Banking Regulation Act, 1949. 


On the basis of the audit Indicated In the first paragraph, we report that— 


1 . 


2 . 


3a 


4 . 


We have obtained ell the Infonnationiend explanations which to the best of our knowledge and belief were necessary for the purpose of 
our audit. -r, •• 

In our opinion, proper bookl of account, at required by law, have been kept by the Indian branches of the Bank so far as appears from 
our examination of those booke end the aforesaid unaudited returns and thase returns have been found to be adequate for the purpose 
of our audit. - ' *' 


The Balance Sheet end Profit end Lose Account of tho Indian branches of tho Bank dealt with by this report ere in agreement with the 
book« of account and the aforesaid return*. •vjjj,.. * 

In uur opinion and to tha boat of our Information end according to the explanations given to ue such Balance Sheet and Profit and Loae 
-.' 7 -the Information ry^ulred by the Companies Act 1958 in the manner so required for Banking 


Account together with tne notes thtreen five the Information W”*? W 
Companies end on such basis thesaW Wanes®heet gtoaReub|ecii to Nc 
Advances respectively, a true and fab view of the'WoofffJjW*2 


__iotas S and 6 thereon regarding Staff Retirement Benefits and 

fairs of tho Indian branches of tho Bank ee at 31st December, 1976 and the 


Profit end Um AooouM gtv* aubj act H ifSliSd § two i» d falrylew at the profit of to Indian branches for the year ended on that date. 


K K. CHAKRABARTI 


Calcutta, ltd)i MraWf 1WT 


J. 


For end on behalf of Price Waterhouse Peat & Co. 
Chartered Accountant 
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COMPANY 

AFFAIRS 


phite brush blocks. Cathode sion and the rolling mill 
blocks and side plates find had low priority in the corn- 
application in aluminium pany’s programme. Steps have 
industries in electrolytic reduc- been taken to make the work- 
tion cells. Refractory carbons ing of the rolling mill profit- 
are employed extensively as able. The road-roller activity 
lining materials in indus- is virtually closed down. The 
tries producing iron and steel, company is now looking into 


Texmaco 

Thxmaco Limuid has earned 
a gross profit of Rs 2.50 
crores for the year ended 
December 1976, compared with 
Rs 1.26 crores in the previous 
year, out of which it has pro¬ 
vided Rs 41.68 lakhs for depre¬ 
ciation. After allowing Rs 1.25 
crores for taxation, the sur¬ 
plus amounts to Rs 78.35 lakhs. 
The directors have recom¬ 
mended a higher taxable 
ordinary dividendof lOper cent 
as against five per cent dec¬ 
lared for the previous year. 
The increase in profitability is 
attributed to administrative 
measures to effect all-round 
cost reduction and marketing 
re-orienlation. 

Sales registered an impressive 
increase of 30 per cent over the 
previous year, aggregating 
Rs 37.37 crores as against 
Rs 28.72 crores in the preced¬ 
ing year. Exports continued to 
be a major plank of the com¬ 
pany’s marketing programme, 
recording an all-lime high of 
Rs 10.72 crores. and account¬ 
ing for almost 30 per cent of 
the total turnover. In fact, it 
was largely due to its exports 
that the company was able to 
overcome the constraints of 
domestic recession and main¬ 
tain its operations at an econo¬ 
mic level. The company has a 
satisfactory order book com¬ 
prising some prestigious orders, 
jacluding a few World Bank 
financed projects. 

With the replacement/ 
modernisation programme 
undertaken by the company to 


company visualises bright pros¬ 
pects for the future, barring 
setbacks owing to disruption 
in power supply or resurgence 
of inflationary pressures in the 
domestic economy. 

Asia Carbon 

Asia Carbon Ltd is setting 
up a plant for manufacturing 
certain special carbon pro¬ 
ducts including cathode blocks 
and carbon refractories, which 
are hitherto being imported 
and would therefore aid in 
conservation of foreign ex¬ 
change to the tune of Rs 4 
crores annually. 

The plant is being set up at 
S1PCOT industrial complex 
Ranipet, as a joint sector ven¬ 
ture with Tamil Nadu Industrial 
Development Corpn. Ltd. The 
promoters of this project are 
MrP. L. Vivekanandan and 
Mr A.M.P. Arunachalam who 
are connected with many other 
industries. 

The plant would be first of 
its kind in the country and 
the technical kpow-how for 
this project will be provided by 
M/s Conradty of Nurnberg, 
West Germany. The detailed 
engineering for the project will 
be rendered by M/s M.N. 
Dastur & Company Private 
Limited. 

The plant of Asia Carbon 
Ltd would be designed to* 
manufacture a wide range of 
carboh speciality products. To 
start with it is proposed to 
take manufacture of cathode 
block and side plates, cath¬ 
ode, paste, refractory blocks. 


calcium carbide and other 
chemical industries. Graphite 
brush blocks are required for 
railways and many electrical 
equipment. The export poten¬ 
tial for these products are also 
very bright. 

The plant will be commission¬ 
ed within next two-years and the 
total capital requirement for 
the project is estimated at 
Rs 6.53 crores. The cost will be 
met by the equity capital of 
Rs 1.6 crores, central subsidy 
of Rs 0.15 crores, secured loan 
hnd medium term loans of 
Rs4.15 crores and short-term 
loan of Rs 0.63 crore. 

Kamani Engineering 
Corporation 

In his annual statement cir¬ 
culated to the shareholders of 
Kamani Engineering Corpo¬ 
ration Ltd, the chairman Dr 
N.L. Hingorani has highlight¬ 
ed the spectacular achieve¬ 
ments of the company during 
1975-76. In fact, the company 
has produced better results 
than the best of the past. There 
were significant advances in 
production, sales, working 
capital management and pro¬ 
fits. In financial terms the com¬ 
pany generated funds of the 
order of Rs 6.23 crores. Of 
these, Rs 3.96 crores resulted 
from operations and Rs 2.27 
crores from working capital 
rationalisation. The company 
utilised Rs 4.29 crores towards 
repayment of bank borrowings, 
Rs 1.59 crores for discharge of 
other liabilities and balance on 
asset, acquisition and adjust¬ 
ment. 


various other possibilities. 
Export Orders 

As the orders fortransmission 
towers for domestic supply are 
extremely low, the company’s 
share of the market has gone 
down. To counter this trend 
necessary steps have been 
taken towards intensification of 
efforts in other areas such as 
railway traction, higher vol¬ 
tage transmission, antenna 
structures which promise good 
prospects. The company has 
outstanding export orders to 
the tune of Rs 75.64 crores. 

Referring to money market 
the chairman said that for 
raising funds the company re¬ 
sorted to borrowing from banks 
and financial institutions. The 
cost of borrowed funds, the 
chairman observed, is parti¬ 
cularly pretty high for a losing 
company. As the rate 
structure is heavily loaded 
against any investment in 
equity, the chairman felt that 
time is not far off when equity 
would not be considered as a 
form of investment as presently 
is the case with preference 
shares, debentures, and govern¬ 
ment securities. Equity invest¬ 
ments have lost their lustre 
because of its relatively unat¬ 
tractive yield. 

In this context the chair- 
man has drawn the atten¬ 
tion of the authorities to 
the state of the companies in¬ 
cluding units such as Kamani 
Engineering which are running 
on extremely thin equity. These 


maintain its export status, the bricks and paste and gra- Till no(w road-roller divi- companies, the chairman as* 


EASTFRN r.t'ONOMIST 


962 


MAY 20 , 1977 


serted need a much stronger 
base in the light of recent 
experience wherein a number of 
undertakings have lost their 
total equity and have become 
sick. In order to make the 
equity more attractive than 
debt, the chairman said, it 
should be treated on par with 
debt for tax purposes. In the 
chairman’s opinion this can be 
done in two ways. According 
to Dr Hingorani, the reason¬ 
able dividend could be made a 
tax deductible expense and 
secondly the interest on money 
invested in long-term assets 
should not be allowed as tax 
deductible just like dividend. 

The second alternative, the 
chairman opined, is desirable 
from social point of view as it 
would lead to much lower 
rates of tax and a more ratio¬ 
nal interest rate structure. The 
first alternative apparently, the 
chairman said, would be more 
acceptable to the business com¬ 
munity if the tax rates were 
not to be enhanced. Kamani 
Engineering, for instance, is in 
need of a much larger equity 


its balance-sheet within a 
period of three months. 

The bank has increased its 
paid-up capital from Rs 2.80 
crores at the end of 1975 to 
Rs 5.00 crores by transferring, 
during the year, Rs 2.20 crores 
from its reserve fund and other 
reserves. The bank which was 
started only in 1943 has now 
the distinction of having the 
highest amount as its paid-up 
capital amongst the 14 nationa¬ 
lised banks. With the transfer 
of Rs 50 lakhs from the profit 
for the year 1976 the reserve 
fund stands at Rs 6.00 crores 
which exceeds the paid-up 
capital by Rs 1.00 crore. 

The total of deposits and 
other accounts has gone up 
from Rs 623.17 crores at the 
end of 1975 to Rs 788.32 
crores at the end of 1976, 
the percentage increase being 
26.5. It is learnt that the 
public deposits in India at the 
end of 1976 amounted to 
Rs 655.82 crores showing an 
increase of Rs 126.83 crores 
and the percentage rise of 


public deposits fn India was 
23.97 as compared to the per¬ 
centage rise of 14.86 and 10.87 
in 1975 and 1974 respectively. 
It would therefore, be seen that 
bank has retained its seventh 
position amongst the public 
sector banks including State 
Bank of India. 

Fixed deposits excluding 
those from other banks were 
higher by Rs 99.05 crores. Sav¬ 
ings bank deposits have shown 
an impressive rise of Rs 29.39 
crores. Current account 
(other than from banks) con¬ 
tingency accounts etc have 
shown a rise of Rs 23.26 crores. 

Advances in India showed a 
rise of Rs 91.22 crores during 
the year and those of foreign 
branches by Rs 5.18 crores. 
The increase in advances in 
India was accounted for by 
increases of Rs 38.95 crores in 
advances to the Food Corpora¬ 
tion of India, of Rs21.64 crores 
in advances to priority sectors 
and of Rs 5.55 crores for ex¬ 
ports which are all at conces¬ 
sional rate of interest. The 


balance increase of Rs 25.46 
crores was accounted for by the 
residual sectors. 

Bills purchased and discoun¬ 
ted in India outstanding at the 
end of 1976 were up by Rs 17 
crores over the figure at the 
end of 1975. In the case of 
foreign branches the outstand¬ 
ing at the end of 1976 were 
higher by about Rs 3 crores as 
compared to the previous year. 

The profit for the year stood 
at Rs 2.10 crores as against 
Rs 2.05 crores for the previous 
year. Out of the profit a sum 
of Rs 50 lakhs has been trans¬ 
ferred to reserve fund, Rs 62 
lakhs to contingencies fund 
and Rs 47.17 lakhs tor gratuity. 

The bank opened 88 new 
branches during the year 1976 
of which 65 branches (about 
74 per cent) were opened in 
rural and semi-urban centres 
and seven in metropolitan 
cities. 

It would be observed that 
the percentage of branches in 
rural and semi-urban centres to 
total number of branches as on 


base. It is really difficult for 
the company, the chairman 
asserted, to operate safe!) the 
enhanced turnover with such a 
small capital base of Rs 1.70 
crores. The preference shares, 
debentures and other large 
term loans are due for repay¬ 
ment shortly. Hence to streng¬ 
then the financial base of the 
company, the chairman empha¬ 
sised it has become essential to 



raise additional equity in cash 


or by conversion of liabilities 
falling due. 

United Commercial 
Bank 

United Commercial Bank has 
reported all-round remarkable 
inprovements in its working 
results during the year ended 
December 31,1976. It has the 
distinction of being the second 
nationalised bank to publish 


FOREVER AT THE 
SERVICE OF 
OUR COUNTRY 
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December 31, 1976 is 6$.4 
which is one of the highest 
amongst the nationalised 
banks. Out of the 88 branches 
opened during the year 1976, 
38 branches were lead districts; 
bringing the total number of 
branches in lead districts to 
310. 

The bank sponsored the two 
regional rural banks during 
the year as against one spon¬ 
sored during the year 1975: 
The bank has not only contri¬ 
buted 35 per cent of the share 
capital of these banks but has 
also deputed its own staff 
including the chairman fot 
manning the head offices and 
branches of these banks. 

Blue Star 

Blue Star Ltd has reported 
highly encouraging working 
results during the year ended 
December 31,1976. The total 
income of the company recor¬ 
ded a smart rise to Rs 21.25 
erores from Rs 20.29 crores in 
1975 while the profit after 
taxation went up by about 
17 per cent from Rs 37.15 
lakhs to Rs 43.44 lakhs. In 
view of the substantial increase 
in net profit the directors have 
stepped by the dividend from 
15 percent to 18 per cent. The 
proposed equity dividend will 
absorb Rs 16.65 lakhs, Rs 2,78 
lakhs more than in 1975. The 
annual general meeting of the 
company will be held on 
June 28. 

Sanfcay Wheels 

Sankey Wheels Ltd has 
reported satisfactory progress 
during the 52-week period en¬ 
ded January 1, 1977. Sales for 
the year, including scrap sales, 
amounted to Rs 643.49 lakhs 
as against Rs 627.98 lakhs in 
the previous year. Compared 
to 1975, there was a further 
drop in the sale of car type 
wheels particularly in wheels 
for slow moving vehicles, but 


this was more than offset by 
increased turnover of high 
value products such as tractor 
and commercial vehicle wheels. 
The more favourable product 
mix thus achieved, coupled 
with improved operating effi¬ 
ciency particularly in material 
utilisation and more effective 
cost control, resulted in a 
higher net profit ofRs 21.60 
lakhs for the year after pro¬ 
vision for taxation as compar¬ 
ed with Rs 13.98 lakhs in 1975. 

After adjustments the surplus 
available for appropriation on 
the profit and loss account 
amounts to Rs 30.85 lakhs and 
the entire amount has been 
transferred to general reserve. 
The directors regret that on 
account of the difficult liquidity 
position and unsatisfactory 
operating results in the first 
three months of the current 
year they are unable to recom¬ 
mend any dividend. 

Svadeshi Mills 

Sales (net of excise) of Sva¬ 
deshi Mills Co Ltd during 1976 
was higher at Rs 1885 lakhs as 
compared to Rs 1556 lakhs in 
the previous year. The gross 
profit of the company for the 
year 1976 was, however, lower 
at Rs 89.01 lakhs as against 
Rs 99.26 lakhs in the preced¬ 
ing year. After providing for 
depreciation Rs 37.47 lakhs, 
taxation Rs 15.00 lakhs and 
investment allowance reserve 
Rs 15.70 lakhs, the balance 
available for appropriations 
(including the brought forward 
balance in profit and loss 
account of Rs 14.01 lakhs) 
was Rs 34.85 lakhs. 

The directors have recom¬ 
mended declaration of prefe¬ 
rence dividend of Rs 7.14 per 
share and equity dividend of 
Rs 20 per share, aggregating 
Rs 25.27 lakhs. If this recom¬ 
mendation is approved by the 
shareholders at the annual 
general meeting to be held on 
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June 12, 1977, the dividends, 
subject to deduction of tax at 
source, would become payable 
thereafter. 

News and Notes 

Under the provisions of 
Unit Schemes, 1964, 1971 and 
1976, the registers of unit-hol¬ 
ders will remain closed from 
the June 6 to 30, 1977 (both 
days inclusive) in connection 
with the annual closing of 
the books and accounts of 
the Unit Trust and for declara¬ 
tion of the income distribution 
to unit-holders for the year 
ending June 30, 1977. All 
unit-holders whose names stand 
on the unit-holders’ registers as 
on June 30, 1977 will be entitled 
J to the income distribution 
for the year. 

During this period there will 
be no sale of units. However, 
repurchases of units will con¬ 
tinue as usual. 

Repurchases of units under 
the Unit Scheme 1964 will 
remain suspended during the 
period July 1 to July 31, 1977. 
Repurchases of units under 
Unit Schemes 1971 and 1976 
will, however, continue. 

New Issues 

The Industrial Credit and 
Investment Corporation of India 
Ltd, (ICICI) is offering 40,000 
debentures (1993) of Rs 5,000 
each at 97.50 per cent (i.e. 
Rs 4,875 each) with a right to 
retain excess subscription 
money up to 10 per cent of the 
issue to be applied for issue 
and allotment of further 4,000 
debentures. The debentures 
will carry interest at the rate 
of 6.25 per cent per annum, 
subject to deduction of tax at 
sourceand it will be payable 
half-yearly on May 1 and 
November 1, except that the 
first payment of interest accru¬ 
ed from the date of receipt of 
application up to November 
1,* 1977 on the debentures 


allotted will be paid on 
November 1, 1977. 

The debentures, now being 
issued, are guaranteed by the 
government of India as to the 
repayment of principal and 
payment of interest. The deben¬ 
tures will be considered as 
approved security under the 
provisions of the Indian Trusts 
Act, 1882, the Insurance Act, 
1938 and the Banking Regula¬ 
tion Act, 1949. The debentures 
will be redeemed at par on 
May 1, 1993. 

Augmenting Resources 

The subscription list opened 
on May 18 and will close on 
May 23 or earlier at the 
discretion of the directors 
but not earlier than May 20. In 
the event of oversubscription, 
allotment to shareholders of 
the company who apply for 
debentures will be considered 
on preferential basis to meet 
the requirements of the existing 
listing agreement with Bombay 
Stock Exchange. The offer and 
allotment to non-resident 
shareholders is, however, sub¬ 
ject to the consent of the 
Reserve Bank of India. The 
proceeds of the debentures 
will be utilised for augmenting 
the resources of the company 
to meet the demands of indus¬ 
try for financial assistance and 
to meet the other needs of the 
company. 

The government has formal¬ 
ly approved the collaboration 
for Schgal Papers Limited for 
the manufacture of carbonless 
copy papers. A noteworthy 
feature of this project it [that 
it will be the first venture in 
the country to manufacture 
speciality papers such as soft 
tissues and carbonless copy 
papers. The company has 
decided to go in for a Rs 3.39 
crore public issue for the com¬ 
bined project by the end of 
June 1977. 

Construction work on its 
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giant Rs 17.4 crore paper¬ 
manufacturing complex is 
making rapid progress. Manu¬ 
facture of some of the products 
will start early next year and 
the entire product range is 
expected to be in the market 
by the end of 1978 when the 
complete mill complex will be 
ready. 

It has been decided to imple¬ 
ment the entire project of 
manufacturing soft tissues, 
carbonless copy papers, writing 
and printing papers simul¬ 
taneously. The fully integrated 
unit will also be manufactur- 
1 ing various qualities of pulp 
required for producing different 
varieties of speciality papers. 
A significant feature of the 
complex will be that it will 
have the most modern chemi¬ 
cal recovery and effluent dis¬ 
charge systems, almost fool¬ 
proof safeguard against indus¬ 
trial pollution. The project, 
the first of its kind in Asia, 
except Japan, is being set up 
by a non-resident Indian Mr 
M.M. Sehgal. In 1975 the 


government announced a 
number of incentives to non¬ 
resident Indians to invest in 
India and Mr Sehgal will have 
the distinction of being the 
first person to avail of this 
scheme. 

Sehgal Papers would reap 
the maximun advantages due to 
the fact that the project which 
is in the priority sector is 
located in a backward area and 
it is being promoted by a 
non-resident Indian. They will 
get exemption of electricity 
duty, interest free loan in 
lieu of inter-state sales tax, 
land at concessional price etc., 
which will make this project 
more viable. 

The complex will manu¬ 
facture fine quality of writing 
and printing papers, carbon¬ 
less copy papers and soft 
tissues for toilet rolls, facial 
tissues, kitchen towels and so 
on. The project has tremendous 
potential since the kind of 
products it will manufacture are 
in great demand within the 
country as well as abroad. 


Dividend 

(per cent) 

Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 





HES 

Dec. 

31, 1976 

12.0 

10.0 

J. K. Chemicals 

Dec. 

31, 1976 

12.0 

Nil 

Stewarts and Lloyds of India 

Dec. 

31. 1976 

16.0 

12.0 

Blue Star 

Dec. 

31, 1976 

18.0 

15.0 

Rane Brake Linings 

Dec. 

31, 1976 

14.0* 

12.0 

Twyford Tea 

Dec. 

31, 1976 

6.0 

Nil 

i Same Dividend 

J. K. Synthetics 

Dec. 

31, 1976 

15.0* 

15.0 

Simon Carves 

Dec. 

31, 1976 

16.0 

16.0 

Synthetics and Chemicals 

Dec. 

31, 1976 

15.0 

15.0 

Reduced Dividend 

Graphite India 

Dec. 

31, 1976 

14.0* 

18.0 


*On the enlarged capital. 
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Licences and Letters of Intent 

The following licences and letters of intent were issued - under 
the Industrial (Development and Regulation) Act 1951 during the 
month of March 1977.The list contains the names and addresses 
of the licensees, articles of manufacture, type of licences—New 
Undertaking (NU), New Articles (NA) Substantial Expansion 
(SE), Carry on Business (COB), Shifting—and Annual Installed 
Capacity. Details regarding licences and letters of intent revoked, 
cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries 

M/s. Indo-Japan Steel Ltd., 11, Govt. Place (East), Calcutta-1. 
(Thana-Maharashtra)—Cold Rolled Mild Steel Strips (narrow 
width)—1,500 tonnes—(COB) 

Shri Gautam Kanoria,63, T.B.Kudam Path, Bombay-400033. 
(Nadia-West Bengal)—Centrifugally Cast Alloy Steel Reformer 
Tubes—500 tonnes. Alloy Steel Castings—.500 tonnes —(NU) 

Electrical Equipment 

M/s. W. S. Insulators of India Ltd., “Dhun Building", 175/1, 
Mount Road, Madras-600 002. (Bangalore-Karnataka)—Medi¬ 
um Frequency Capacitors—27,500 KVAR. L. T. Power 
Capacitors—20,000 KVAR. H.T. Power Capacitors (upto 11 
KV)—30,000 KVAR—(NA). 

M/s. Sangeet Tapes Ltd , Pullampet Post, Cuddapah Distt. 
Andhra Pradesh. (Cuddapah-A.P.)—Magnetic Tapes—40 mil¬ 
lion running metres—(NU) 

M/s. The Miniature Bulb Industries (India) Pvt. Ltd., 131, 
Kanwali Road, Dehradun-248001 (U.P.) (Dehrandun-U.P.)— 
Krypton Gas Filled Bulbs—1.5 million pcs. Asymmetric Bulbs 
—1.6 million pcs.—(NA) 

M/s. Larsen & Toubro Limited, L & T House, Ballard Estate, 
Bombay-400 038. (Bombay-Maharashtra)—Flame Proof Electri¬ 
cal Equipment for mines and other hazardous location e.g., 
circuit breakers, gate and boxes, etc.—1,500 Nos.—(NA) 

M/s. Tawi Scooters Ltd., Haft Chinir, Srinagar, Kashmir. 
(Jammu—J & K)—Scooters—12,000 Nos.—(NU) 

M/s. Ferrites & Electronic Components Pvt. Ltd., 16, 17, 
Visweswaraiah Industrial Estate, Whitefield Road, Bangalore- 
560 048. (Bangalore-Karnataka)—Soft Ferrites —100 tonnes— 
(NU). 

M/s. Radio & Electricals Manufacturing. Co. Ltd., Post Box 
No. 2606, Mysore Road, Bangalore-560026. (Bangalore-Karna¬ 
taka)—Shunt Capacitors for Power Factor Improvement (LT & 
HT)—50,000 KVAR—(NA) 

M/s. Bharat Heavy Electricals Ltd., 18-20, Kasturba Gandhi 
Marg, New Delhi-110001. (Jhansi—U.P,)— 1. 33 KV to 132 KV 
Power Transformers—50 Nos. 2. Special purpose Transformers 
like Furnace Transformers (33 KV and 18.75 MVA) and 
Rectifier Transformers etc. Maximum rating 11 KV—34 Nos. 
Traction transformers—100 Nos. Reactors—80 Nos Instrument 
Transformers—1960 Nos—(NU) 

M/s. Punjab State lndl. Dev. Corpn. Ltd., S.C.O. 54, 55 & 56, 
Sector 17-A, P. Box No. 81, Chandigarh-160017. (Ropar-Punj&b) 
Ceramic Capacitors—From 20 million Nos. To 75 million Nos. 
(SE) 


Telecommunications 

M/s Advance Components & Instruments Pvt Ltd., 130, 
Y-Block III, Rajaji Nagar, Bangalore-560010. (Bangalore- 
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Karnataka)— Metallised Plastic Film Capacitors —10 million 
Nos—(NU) 

Transportation 

Shri N.G. Oza, Prop N.G. Oza, Lakhu Pole, Wadhwan City, 
Dist. Surendranagar Gujarat State (Surendranagar-Gujarat) 
—Oil Seals—2 million Nos.—(NU) 

M/s. L. G. Balakrishnan & Bros. Ltd., India House, Tricby 
Road,Coimbatorc-64l 018. (Coimbatore-Tamil Nadu)—Rubber 
Bonded Metal Auto Parts - 5,00,000 Nos.—(SE) 

M/s. Sieco Manufacturers, Mysore Bank Bldg., 377, NSC Bose 
Road, Madras-600001. (Mysore-Karnataka)- Fuel Injection 
Test Benches—100 Nos. (after expansion). Nozzle Testers— 
1,000 Nos. (after expansion). Nozzle Reconditioning and 
Lapping machines—150 Nos. (after expansion). Service Tools 
—1,000 sets (six numbers in each) (after expansion)—(SE) 

Industrial Machinery 

M/s. Batliboi & Co. Pvt. Ltd., Machinery Division, Forbes 
Street, Fort, Bombay-1. (Surat-Gujarat)—Automatic Spooler 
—24 machines. Super-Speed Warper with Revolving wheel— 

20 machines. Starter Makers—15 machines. Spares—worth 
Rs. 100 lakhs—(NU) 

M/s. American Universal Electric (1) Ltd., Model Town, 
Faridabad (Haryana). (Faridabad-Haryana}—Domestic Pumps 
of 1/100 HP to 1 HP —13,500 Nos—(COB) 

M/s. Voltas Ltd., 19, Graham Road, Ballard Estate, Bombay- 
400 001. (Thana-Maharashtra)—Water Pollution Contiol Equip¬ 
ments and Systems—Rs. 10 crores—(NA) 

M/s. Elecon Engg. Co. Ltd , P.B. No 6, Vallabh^Vidyanagar, 
Gujarat, (Kaira-Gujarat)—Electric Overhead Travelling Cranes 
and Geliath Cranes—230 Nos—(NA) 

M/s. Indian Sugar ft General Engg. Corpn., P.O. Yamuna- 
nagar, Dist. Ambala (Haryana). (Ambala-Haryana)—Centrifugal 
Machines—60 Nos—(NA) 

Miscellaneous Industries 

M/s. Apar Private Ltd., 24, Sayed Abdulla Brelvi Road, 
Bombay-400001. (Nadiad-Gujarat)- Precision Moulds, Dies, 
Tools & Fixtures—150 Nos—(NA) 

Industrial Instruments 

M/s. Industrial Jewels Private Ltd , 32, Ramjibhai Kamani 
Marg, Ballard Estate, Bombay-400038 (Bhavnagar-Gujarat)— 
Watch Jewels—108 lakh Nos. (after expansion)—(SE) 

Fertilizers 

M/s. Gujarat Narmada Valley Fertiliser Co. Ltd., Near 
Chavaj Village, Broach Dist. (Gujarat). (Broach-Gujarat)— 
Ammonia—4,45,500 tonnes. Urea—5,94,000 tonnes - (NU) 

Chemicals (Other than Fertilizers). 

M/s. Arvin Oxygen (Pvt.) Ltd., Moti Bhawan, Nizampura, 
Baroda-340 002. (Panchmahal-Gujarat)—Oxygen Gas—0.45 ' 
million cubic metres. (63 cubic metres/hour). Dissolved Acety¬ 
lene Gas—0.20 million cubic metres—(NU) 

M/s. The Delhi Cloth & General Mills Co. Ltd., (Unit: 
Sriram Rayons), Akash Deep, 5th Floor, Barakhamba Road, 
New Delhi (Kota-Rajasthan)—Anhydrous Sodium Sulphate 
—5,500 tonnes. Sodium Sulphide—200 tonnes—(COB) 

M/s. Orient Polymers & Synthetics Ltd., 20-A, Camac Street, 
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Calcutta-700016. Tarapore-Maharashtra}—Resins—2,000 tonnes 
Dimer Acid—500 tonnes—(NU) 

M/s. Indian Rayon Corporation Ltd., Junagadh Verava 
Road, Veraval (Gujarat State) (Veraval-Gujarat)—Sodium 
Sulphide (by-product in the manufacture of rayon filamenl 
yarn)—75 tonnes—(COB) 

M/s. Century Enka Ltd., Bhasani Post, Poona-411026 
(Poona-Maharashtra)—Polyester Filament Yarn—360 tonnes 
—(NA) 

M/s. Guar Gum Chemicals Ltd., 402-Akash Deep, Bara¬ 
khamba Road, New Delhi-110001. (Hissar-Haryana)—Guargum, 
Pulverised and Treated Varieties—7,000 tonnes—(NU) 

Drugs and Pharmaceuticals 

M/s. Premier Drugs Ltd., 202, New Delhi House, 27-Bara- 
khamba Road, Post Box No. 115, New Delhi-110001 
(Mahcndragarh-Haryana)—Phenylbutazone—25 tonnes. Etham- 
butol HCL—5 tonnes—(NU) 

M/s. Indian Drugs ft Pharmaceuticals Ltd., N-12, South 
Extn. Pt. 1, New Delhi-110049. (Dehra Dun-U.P.)—Empty Hard 
Gelatine Capsules—400 million Nos.—(NA) 

Textiles 

M/s. S. P. Worsted Spinning Mills, Verka, Dist. Amritsai 
(Pb.) (Amritsar-Punjab)—Arts ilk Yarn/Fabrics—18 additional 
power looms— (NA) 

M/s. Subhash Silk Mills (Pvt.) Ltd., Kurla Andheri Road. 
Sak inaka, Bombay-400072. (Bombay-Maharashtra)—Silk. 
Artsilk and Synthetic Fabrics--24 power looms (Addl.)—176 
power looms (after expansion)—(SE) 

M/s. Wool Spuns Ltd., B-42, Maharani Bugh, New Delhi. 
(Alwar-Rajasthan)—Shoddy Yarn—600 shoddy spindles—(NU) 

M/s. Kolhapur Zilha Shetkari Vinkari Sahakari Soot Girani 
Ltd., Ichalkaranji, Dist. Kolhapur (Maharashtra). (Kolhapur- 
Maharashtra)—Cotton Yarn (40s Combed Warp)—24,840 
spindles (additional).—75,000 spindles (after expansion)—(SE) 

Paper, Pulp and Paper Products 

M/s. Straw Products Ltd., Nehru House, 4, Bahadur Shah 
Zafar Marg, New Delhi-110 001. (Koraput-Orissa)—Speciality 
Paper including Tissues, M.F. Paper etc.—From 9,500 tonnes 
to 13,500 tonnes (after expansion)—(SE) 

M/s. Meghalaya Plywood Ltd., Bara Bazar Road, Shillong- 
793002. (Khasi Hills-Meghalaya)—Various impregnate paper 
over laid plywood including shuttering plywood, black boards 
and flush doors—lakh sq. matres—(NA) 

Fermentation Industries 

M/s. Cooperative Sugars Ltd., Chittur, Mcnonpara-678556, 
Palghat Dist. (Kerala). (Palghat-Kerala)—Country Liquor 
(Arrack)—3802 bulk kilolitres—(COB) 

M/s. Upper Doab Sugar Mills Ltd., Shamli (U.P.). (Saharan- 
pur-U.P.)—Indian Made Foreign Liquors and Country Liquor 
—1733 bulk kilolitres—(COB) 

M/s. Upper Doab Sugar Mills Ltd., Shamli (U.P.) (Muzaffar- 
nagar-U.P.)—Country Liquor—896 bulk kilolitres—{COB) 

M/s. Rahuri Sahakari Sakhar Karkhana Ltd., Shrishivaji 
Nagar Distillery, P.O. Rahuri Factory, Tel. Rahuri, Dist. 
Ahmednagar. (Ahmednagar-Maharashtra)—Country Liquor- 
6140 bulk kilolitres—(COB) 

M/s. Konkan Agro Marine Industries Pvt. Ltd., Flat No. 15, 
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Spring Field Apartments, 420-A, Pali Hill, Bandra, Bombay- 
400050. (Ratnagiri-Maharashtra)—Indian Made Foreign Liquors 
and Country Liquor—1100 bulk kilolitres (on provisional 
basis)—(COB) 

M/s. Carew & Co. Ltd., 6, Old Court House Street, Calcutta-1. 
(Shahjahanpur-U.P.)—Indian Made Foreign Liquors and 
Country Liquors—1960 bulk kilolitres—(COB) 

M/s. Maharashtra Manufacturing Corporation, 101, Church- 
gate Chrmbers, 5, New Marine Lines, Bombay (Thana-Maha- 
rashtra)—Country Liquor—1100 bulk kilolitres (on provisional 
basis)—(COB) 

Rubber Goods 

M/s. International Rubber and General Industries Pvt. Ltd., 
33, Dhirubhai Parikh Marg, 1st Cross Lane, Bombay-400002. 
(Bombay-Maharashtra)—Tyres for bicycles, semi-rickshaws 
and richshaws—22,00,000 Nos—(COB) 

M/s. UP Tyres & Tubes Ltd., Sarojini Nagar, P.O., Lucknow- 
226008. (Rae-Barcli-UP)—Scooter tyres and tubes— 5,00,000 
Nos. each—(NU) 

Leather and Leather Goods 

M/s. Swami & Company, 34, Sydenhams Road, Periamct, 
Madras-3. (North Arcot-Tamil Nadu)—Finished Leather—1.5 
lakh Nos.—(NA) 

M/s. Gordon Woodroffe & Co. (Madras) Pvt. Ltd., J/21, 
North Beach Road, P. B. No. 42, Madras-600001. (Madras- 
TamilNadu)—Shoe Uppers—2.5 lakh pairs.—(NA) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s. Maan and Maan Enterprises (India), G.T. Road, Civil 
Lines, Jullundur (Punjab). (Jullundur-Punjab)—Closed die 
forgings—5,000 tonnes—(NU) 

M/s. The Atlas Cycle Industries Ltd., Industrial Area, Sone- 
pat-131001 (Haryana). (Sonepat-Haryana) ERW M.S. Tubes— 
3,300 tonnes. ERW Alloy Steel Tubes—200 tonnes—(NA) 

Metallurgical Industries (Non-Ferrous) 

M/s. Hindustan Zinc Ltd., 6, New Fatehpura, Udaipur 
(Rajasthan). (Dhanbad-Bihar)—Lead—3,000 tonnes (Addl.)— 
8,000 tonnes (after expansion). Silver—6618 Kgs. (Addl.)— 
12,000 Kgs. (after expansion)—(SE) 

Electrical Equipments 

M/. Andhra Mechanical & Electrical Industries Ltd., 
‘Dayalu’, 1-2-605/1, EJchiguda, Secunderabad-500003. (Hydera- 
bad-Andhra Pradesh)—132 and 220 KV Current Transformers— 
120 Nos—(SE) 

M/s. Punjab State Industrial Development Corpn. Ltd., 
SCO 54, Sector 17A, Chandigarh (Punjab). (Ropar-Punjab)— 
Cathode Ray Tubes—5,000 Nos—(NA) 

M/s. Punjab State Electronics Development and Production 
Corpn. Ltd., 50/4A, Chandigarh (Punjab). (Punjab)—X-Ray 
Image Intensifier—40 Nos—(NU) 

M/s, Roto Pumps & Hydraulics Pvt. Ltd., 7/188 Swaroop 
Nagar, Kanpur. (Kanpur-UP>—Positive Displacement Pumps 
(Screw Pumps and lobe rotor pumps)—1500 Nos—(NA) 


Miscellaneous Industries 

M/s. Chemicoat Ltd., KalaliRoad, Atladra, Vadodra-390003. 
(KFTZ-Gujarat)—Metallised Polyester film for the manufacture 
of capacitors—110 tonnes—(NU) 

Shri G. Narayanaswamy, Chartered Accountant, 115, Mow- 
brays Road, Madras-18. (North Arcot-Tamil Nadu)—Wide 
Width Low Density Polyethylene Films (of width 3 metres and 
above)—3,000 tonnes—(NU) 

Shri Nand Kishor Tibrewala ,7A, Nando Mullick Lane, Cal¬ 
cutta-700006. (Nadiad-West Bengal)—Large diameter (100 mm 
circumference) Synthetic ropes to be made from Polypropylene 
and High Density Polyethylene—1,000 tonnes—(NU) 

M/s. Climax Pipes Private Ltd., PNB House Annexe, 18-B,, 
Brabourne Road, Calcutta-700001. (Nadiad-West Bengal)-— 
Large Diameter (100 mm circumference) Synthetic Ropes to be 
made from Polypropylene and High Density Polyethylene— 
2,000 tonnes—(NA) 

Shri K.J. Thomas, 4C, Vandhna, 11-Tolstoy Marg, New Delhi- 
110001. (Backward Area—Kerala)—Corrugated Sheets based 
on high density polyethylene—900 tonnes. Corrugated Sheets 
based on polypropylene—900 tonnes —(NU) 

M/s. Baker Horslmann Mercer (India) Ltd., 401-Jolly Bhavan 
No. 2, 7, New Marine Lines, Bombay-400026. (Pune-Maha 
rashtra) — Lever type dial gauges and accessories—7500 Nos. 
Dial type cylinder bore-gauges and accessories—4,000 Nos. 
(NA) 

Industrial Instruments 

M/s. Premier Mills (OBE) Ltd., Electronics Unit, Unit No. 3, 
SDF Bldg., SEEPZ. Andhcri East, Bombay-400096. (Santa 
Cruz EPZ-Bombay)—Db (VU) Meters—1 million Nos—(NU) 

Chemicals (Other than Fertilisers) 

M/s. Technicraft Corporation, 44 Darya Mahal—A, Napean 
S?a Road, Bombay-400006. (EPZ-Maharashtra)— Speciality 
gases for semi-conductors : (a) Silane—2600 Kgs. (b) Arsine— 
4,000 Kgs. (c) Phosphine—4,000 Kgs. (d) Hydrogen solenidc— 
4,000 Kgs.—(NU) 

M/s. Sandoz (India) Ltd., Sandoz House, Dr. Annie Besant 
Road, Worli Bombay, (Thana-Maharashtra)—Quinalphos 
Technical—500 tonnes (Additional)—700 tonnes after expansion) 
—(SE) 

Textiles 

M/s. Kamala Mills Ltd., Senapati Bapat Marg, Lower Parel, 
Bombay. (Backward Area—Maharashtra)—Art Silk Fabrics— 
100 powerlooms (Addl.) —297 powerlooms (after expansion)— 
(SE) 

Paper and Pulp Including Paper Products 

M/s. Mandya National Paper Mills Ltd., Bclaqula-571606 
(Karnataka). (Mandya-Karnataka)—Writing & Printing Paper 
—21,600 tonnes (Addl.) —39,600 tonnes (after expansion)— 
(SE) 

Food Processing Industries 

Shri R. P. M. Subramanyam, 68, 2nd Main Road, N.T. Pet, 
Bangalore-560002. (Mysore/Tumkur-Karnataka)—Maize pro¬ 
ducts, namely, Maizj grits, Maize flakes, Buffed maize etc.— 
15,000 tonnes—(NU) 

M/s. U.P. State Agro Industrial Corpn. Ltd., 22, Vidhan 
Sabha Marg, Lucknow (U.P.) (Bulandshahr or Farrukhabad — 
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U.P.)—Diced Potatoes, Potato Flake* ^nd Potato Powder— 
5,000 tonnes—(NU) 

Change in Mamas (Owners or Undertaking) 

(Information pertains to particular licences only) 

From M/s. Amin Chand Payare Lai, Jullundur to M/s. 
Apeejay Steels Private Ltd. 

From M/s. Jubilee Mills Ltd., Bombay to M/s Swan Mills 
Ltd., Bombay. 

From M/s. Apeejay Steels Castings Co. Pvt. Ltd. to M/s. 
Apeejay Steels Pvt. Ltd. 

From M/s. Jayashree Textiles and Industries Ltd., Rishra 
(West Bengal) to M/s. Indian Rayon Corporation Ltd., Veraval 
(Gujarat). 

From M/s. Nitin Castings Private Ltd. to M/s. Nitin Castings 
Ltd. 

From M/s. Lallubhai Amichand Private Ltd. to M/s. Lallubhai 
Amichand Ltd. 

From M/s. Sivalik Cellulose Private Ltd. to.M/s. Sivalik 
Cellulose Ltd. 

From M/s. Contel Private Ltd. to M/s. Contcl. 

From M/s. Coimbatore Cooperative Sugar Mills Ltd. to The 
Managing Director, Tamil Nadu Sugar Corpn. Ltd., Madras. 

From M/s. Jubilee Mills Ltd. to M/s. Swam Mills Ltd. 

From M/s. J. Stone & Co. (India) Ltd. to M/s. Slone Platt 
Electrical (India) Ltd. 

From M/s. Ravindra Heraeus Pvt. Ltd. to M/s Ravindra 
Hindustan Platinum Pvt. Ltd. 

From M/s. Vidyut Metallics Private Ltd. to M/s. Vidyut 
Metallics Ltd. 

Licsnces Revoked, Cancelled or Lapsed 

(Information pertains to particular licences only) 

M/s. Bush India Ltd., Bombay-400 007—Paper Cones for 
Loud Speakers—(Revoked) 

M/s. Angel Industries, Mahamayatolla, Garia P.0 Dist 
24-Parganas, West Bengal—Kraft & Brown Unwrapping Paper 
and Writing & Printing Paper—(Revoked) 

M/s. G. R. Electrical Industries, Bombay-3—Iron-clad 
Switches etc—(Cancelled) 

M/s. Shree Mukesh Textile Mills Pvt. Ltd., Ahmedabad —Mild 
Ingots of various qualities—(Revoked) 

M/s. Dewan Chand Steel Ltd., New Delhi—M.S. Ingots of 
various qualities—(Revoked) 

M/s. Swastik Ispat Ltd. Bombay—M.S. Ingots of various 
qualities—(Revoked) 

M/s. Bharat Electro Steels Ltd., New Delhi—M.S. Ingots of 
various qualities—(Revoked) 

M/s« Travancore Rayons ltd., Rayonpuram, Kerala—Cello¬ 
phane Film—(Cancelled) 

M/s. Ratna Ispat Ltd., Bombay—M.S. Ingots—(Revoked) 

M/s. Carbon Steels (India) Ltd.—M.S. Ingots eto—(Revoked) 

M/s. Hind Re-rolling Industries, Hyderabad—M.S. Ingots. 
—(Revoked) 

Shri Jasbir Singh, M/s. Enn Emm Jay Iron & Steel Mills, 
Jullundur—Steel Rerolled Products—(Revoked) 


M/s. N.A. Sirur, Lamington Road, Hubli (Karnataka)—M.S. 
Ingots etc —(Revoked) 

Major Genl. Rajinder Singh Sparrow, M/s. Doaba Iron & Steel 
Co. (Private) Ltd , Jullundur City —M.S. Ingots etc.—(Revoked) 

M/s. Vandna Steels & Alloys Ltd., New Delhi—M.S. Ingots. 
—(Revoked) 

M/s. Jodhpur Steel Ltd., Jodhpur—M.S. Ingots—(Revoked). 

M/s. Saraswati Steel and Alloys Ltd. Delhi—M.S. Ingots— 
(Revoked). 

M/s. Nagar Steel Pvt. Ltd., Poona. (Original Licensee M/s. 
Western Maharashtra Dev. Corpn. Ltd.,) M.S. Ingots etc. — 
(Revoked) 

Shri M.L. Saraf, Calcutta—Pulp and Packaging & Wrapping 
Paper—(Revoked) 

Letters of Intents Lapsed or Cencelled 

(Information pertains to particular letters of intent only) 

M/s. Usha Retifier Corpn. (India) Ltd., Faridabad-121003. 
(Haryana)—(j) High Voltage Rectifier Stacks; (ii) Miniature 
Selenium Rectifiers; (iii) Electrostatic Selenium Coated Photo¬ 
copying plates-—(Lapsed) 

M/s. Alta Laboratories (Pvt.) Ltd., (Maharashtra)—Alumi¬ 
nium Chloride—(Lapsed). 

Shri Umcsh J. Patel, Bombay-400 026. (Gujarat)—Bimetal 
Bearings and Bushings—(Lapsed) 

Shri P.J. Hora, Bombay-26. (Gujarat)-Glow Lamps—(Lapsed) 

M/s. Tamil Nadu Industrial Development Corporation Ltd., 
Madras-600002. (Tamil Nadu)—GLS Lamps & Fluorescent 
Tubes—(Lapsed) 

Shri Ncm Chand Jain, New Delhi-5. (U.P.)—Glow Lamps for 
Starters—(Lapsed). 

M/s. Ram Kishan Metal Works (Bombay), Bombay-400009. 
(Maharashtra)—Forged Steel Flanges, Rings, Discs, Tube 
Sheets, Pipe Fittings, Elbows, Tees, Grosses—(Lapsed) 

The Managing Director, Development Corporation of 
Konkon Ltd., Bombay-400001. (Maharashtra)—Methyl Ethyl 
Pyridine—(Lapsed) 

M/s. Meghalaya Industrial Dev. Corpn. Ltd., Shillong-1. 
(Meghalaya)—Cement—(Lapsed) 

Miss C. Jayashree, C/o. Sri Ramakrishna, Advocate, Vijaya¬ 
wada-2. (Andhra Pradesh)—Industrial Gases—(Lapsed) 

M/s. Durgapur Chemicals Ltd., Calcutta-16. (West Bengal)— 
Phthalic Anhydride—(Lapsed) 

M/s. lndo Berolina Industries Pvt. Ltd., LB.I. House, 
Bombay-59 AS. (Tamil Nadu)—Phthalic Anhydride—(Lapsed) 
M/s. Indian Dye&tuff Industries Ltd., Bombay-400001. 
(Maharashtra)— Phthalic Anhydride—(Lapsed) 

M/s. India General Trading Company Ltd., Calcutta-1 (U.P.) 
—Ossein and dicalcium phosphate—(Lapsed) 

M/s. Southern Steel Ltd., Calcutta-1. (Assam)—Carbon Black 
—(Lapsed). 

M/s. Uttar Pradesh State Industrial Dev. Corpn. Ltd., Kanpur- 
208005. (U.P.)—Safety Razor Blades—(Lapsed) 

Shri Jiten P. Mody, Bombay-400034. (Gujarat)—Moulded 
Case Circuit Breakers—(Cancelled) 

M/s. Synthetic and Chemicals Ltd., Bombay-400020. (U.P.>— 
Acetone—(Cancelled) 


968 


EASTERN ECONOMIST 


MAY 20, 1977 



Progress of short-term 
cooperative credit structure 
during 1975-76 



AND 

STATISTICS 


[hb short-term cooperative 
redit structure, comprising 
tateco-operative banks (SCBs), 
entral co-operative banks 
CCBs) and primary agricul- 
ural credit societies (primary 
ocieties), showed further pro¬ 
cess during the year 1975-76, 
tccording to the provisional 
Ldvance statistics compiled by 
he Reserve Bank. The total 
working capital of all SCBs 
ncreased by Rs 99 crores (8.3 
>er cent) as compared with the 
irevious year and of 331 
eporting CCBs (out of 344) 
y Rs 195 crores (10.8 per cent), 
'he total loans and advances 
lade by the primary societies 
uring 1975-76 are estimated at 
Ls 1,023 crores, against Rs 900 
rores in 1974-75. 

Time Lag 

The Reserve Bank publishes 
very year the “Statistical 
tatements relating to the 
cooperative Movement in 
ndia*’ in two parts, Parti 
overing credit societies and 
'art II covering non-credit 
acieties. There is delay of 
ell over a year in bringing 
ut the publication since the 
tate governments have to 
ollect and process the data 
r°m a large number of socie- 
i es particularly primary 
ocieties. The checking and 
pmpilation by different agen- 
ies also entail much time- 
onsuming work at various 
jvels. With concerted efforts 
i*ch delays have now been 
Jduced by 2-3 months. Even 
o, for policy formation and 
monitoring policies under 
nplementation, a time-lag of 


14 to 15 months is too wide; 
such a lag greatly dilutes the 
utility of data. It is the Bank’s 
intention that the statistics 
relating to credit societies for 
1975-76 are brought out by 
the end of June 1977, i.e., with 
a 12-month lag. As an interim 
step, an attempt is made here 
to furnish certain advance data 
for the year. Data relating 
to all SCBs and over 95 per 
cent of CCBs have been re¬ 
ceived. For primary societies, 
as the data have not been 
rec.ived from 15 states/union 
territories, an estimate has been 
made on the assumption 


that the amount of loans and 
advances by primary societies 
during a year is linearly related 
to the loans and advances 
issued in the same year by 
CCBs for ‘specified purposes*, 
including two short-term and 
five medium-term purposes. 
For this estimation, the rela¬ 
tionship between the advances 
for these purposes and the 
loans/advances by primary 
societies was examined for the 
15-year period from 1960-61 
to 1974-75. It is this exercise 
that has yielded the figure of 
Rs 1,023 crores mentioned 
earlier as being the estimated 


short and medium-term ad¬ 
vances made by all the primary 
societies in the country in 
1975-76. 

State Cooperative Banks: As 
on June 30,1976, the member¬ 
ship of 26 SCBs in the country 
comprised 12,435 banks/other 
societies and 7,194 individuals 
institutions other than co¬ 
operatives. The total working 
capital (owned and borro¬ 
wed resources) amounted to 
Rs 1,286 crores, an increase of 
Rs 99 crores over 1974-75. 
The increase was no doubt 
less marked than that (Rs 245 
crores) recorded in 1974-75 


Table I 

Cooperative Credit Societies (All India) 41 

(Amount in Rs crores) 



State Cooperative 
Banks 

Central Cooperative 
Banks 

Primary Agricultual 
Credit Societies 
(13 reporting states/ 
union territories) 

1974-75 1975-76 


1974-75 

1975-76 

1974-75 

1975-76 

No. of banks 

26 

26 

328 

331 



No. of offices 
Membership 

264 

276 

5,022 

5,358 

63,792 

59,652 

Societies 

11,623 

12,435 

2,31,106 

2,20,896 

_ 

— 

Individuals 

7,198 

7,194 

67,950 

67,623 

16,840@ 

18,924@ 

Share capital 

58 

64 

206 

231 

164 

185 

Reserves 

84 

95 

101 

120 

56 

64 

Owned funds 

142 

159 

307 

350 

220 

249 

Deposits 

547 

722 

796 

970 

39 

44 

Borrowing 

446 

345 

599 

558 

551 

620 

Working capital 

Loans 

1,187 

1.236 

1,612 

2,007 

939 

1,069 

Issued 

1,382 

1,505 

1,505 

1,767 

456 

556 

Outstanding 

920 

896 

1,326 

1,409 

616 

694 

Cverdues 

44 

48 

425 

450 

268 

297 


•Data am provisional. @ In thousands. 
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but was due largely to reduced 
borrowings owing partly to 
repayments of borrowings by 
some banks which had com¬ 
fortable resources position 
and partly to the constituent 
centra] banks* high level of 
overdues and the consequent 


inability to provide non- 
ovcrdue cover. Their owned 
funds increased by Rs 17 
crores in 1975-76, against Rs 14 
crores in the previous year. 
Deposits rose appreciably by 
Rs 175 crores reflecting a 
growth rate of about 32.1 per 


cent, against 12 per cent (Us 58 
crores). The proportion of 
deposits to total working 
capital increased from 46 per 
cent in 1974-75 to 56.1 per 
cent in 1975-76. A concomi¬ 
tant result of this was a sharp 
fall of Rs 101 crores in outside 


borrowings in 1975-76, ir 
contrast to the rise of Rs I5i 
crores in the previous year, 
The greater self-reliance thus 
noticeable may be attributed 
mainly to the serious efforts 
made by some banks, with 
active assistance from state 


Table II 


State Cooperative Banks : 1975-76@ 


(Rs in crores) 


State/union 

territory 

Deposits 

Borrowings 


Loans 

Pei 

‘centage of 
verdues tc 
jtstanding! 

Total Of which from capital 

RBI/other banks 

Issued Outstanding 

Overdue o 

01 


1 

2 

3 

4 

5 

6 

7 

8 

Andhra Pradesh 

43.8 

26.2 

21.0 

82.2 

120.2 

61.3 

2.1 

3.4 

Assam 

26.5 

5.3 

5.1 

38.4 

21.8 

26.5 

10.9 

41.1 

Bihar 

22.1* 

5.2* 

5.2 

34.1* 

21.5 

22.8* 

10.5 

46.1 

Gujarat 

73.6 

54.6 

54.3 

143.8 

151.1 

119.9 

2.6 

2.2 

Haryana 

22.8 

13.1 

10.3 

42.4 

64.6 

26.2 

— 

— 

Himachal Pradesh 

7.2 

— 

— 

8.6 

3.6 

4.8 

1.4 

29.2 

Jammu & Kashmir 

1.5 

2.8 

1.7 

6.1 

3.1 

3.9 

0.6 

15.4 

Karnataka 

32.4 

25.8 

24.5 

69.4 

74.3 

54.6 

1.9 

3.5 

Kerala 

15.9 

8.9 

8.1 

30.9 

38.4 

22.0 

— 

— 

Madhya Pradesh 

25.1 

24.4 

20.0 

66.3 

79.6 

48.7 

1.8 

3.7 

Maharashtra 

224.9 

67.4 

20.4 

353.0 

334.1 

224.5 

6.4 

2.9 

Manipur 

1.2* 

0.2* 

— 

2.1* 

0.6 

1.1* 

0.6 

54.5 

Meghalaya 

2.8 

0.3 

— 

3.7 

1.1 

1.5 

1.1 

73.3 

Nagaland 

0.8* 

0.3* 

— 

1.5 

1.0 

1.2* 

0.3 

25.0 

Orissa 

10.9 

6.4 

6.1 

22.3 

22.7 

15.0 

0.1 

0.7 

Punjab 

44.4 

7-9 

— 

65.0 

83.2 

31.3 

— 

- 

Rajasthan 

16.6 

20.0 

17.0 

45.6 

55.9 

38.3 

0.1 

0.3 

Tamil Nadu 

39.9 

46.9 

44.5 

99.8 

135.9 

81.0 

0.5 

0.6 

Tripura 

1.2 

0.6 

— 

2.5 

1.2 

1.7 

1.0 

58.1 

Uttar Pradesh 

75.3 

8.3 

— 

103.3 

251.7 

66.5 

2.0 

3.1} 

West Bengal 

22.4 

16.7 

15.3 

48.2 

28.8 

32.0 

3.0 

9.4 

Andaman & Nicobar Is. 

0.3* 

— 

— 

0.3 

— 

0.3* 

— 

- 

Chandigarh 

0.7 

0.1 

— 

0.9 

1.5 

0.5 

— 

- 

Delhi 

4.4 

1.4 

o:2 

7.3* 

3.1 

4.4* 

1.1 

25.1 

Goa, Daman & Diu 

4.4 

0.8 

0.3 

5.9 

4.3 

3.7 

0.2 

5.' 

Pondicherry 

0.9 

0.7 

0.7 

2.3 

2.0 

1.8 

0.2 

11.1 

Total 

722.0 

344.3 

254.7 

1285.9 

1505.3 

895.5 

48.4 

5-' 









_ 


♦Data as on June 25, 1976. @Data are provisional. I 
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I overnments, to mobilise 

eposit and the supplementary 
haracter of the Reserve Bank’s 
finance. 

The total outstanding loans 
and advances made by SCBs 
declined from Rs 920 crores 
in June 1975 to Rs 896 crores 
in June 1976, due partly to the 
inability of some of their cons¬ 
tituent central banks to absorb 
credit following heavy over- 
dues. Total overdues (includ¬ 
ing unrenewed cash credits and 
overdrafts) amounted to Rs 48 
crores (5 per cent of the total 
loans outstanding as on June 
30, 1976), as compared with 


Rs 44 crores (same percent¬ 
age) a year- before. This low 
level of overdues does not 
reflect the correct position, as 
the brunt is borne mainly by 
the lower level institutions in 
the cooperative credit struc¬ 
ture, viz., CCBs and primary 
societies. 

Central Cooperative Banks: 
The total number of CCBs 
increased from 341 in 1974-75 
to 344 in 1975-76, including 
the three new ones set up in 
Andhra Pradesh, Madhya 
Pradesh and Maharashtra. The 
331 reporting CCBs opened 
336 new offices in 1975-76, 


against 328 offices opened by 
328 banks (out of 341) in the 
previous year. The total num¬ 
ber of CCB branches and 
offices as at the end of 1975-76 
was 5,358. 

The reporting CCBs had a 
total working capital of 
Rs 2,007 crores at the end of 
June 1976, showing an increase 
of Rs 195 crores, as against 
an increase ofRs 243 crores 
in the previous year. There 
was a sharp rise in deposits 
from Rs 796 crores in June 
1975 to Rs 970 crores in June 
1976, a rise of 22 percent, 
against 12 per cent. This is 


attributable largely to the 
special drive launched by CCBs 
in some states backed by the 
support of the respective state 
governments. With higher 
deposits, the borrowings of 
Rs 558 crores by CCBs as of 
June 1976 formed 28 per cent 
of their total working*capital 
against 33 per cent (Rs 599 
crores) in June 1975. 

The total loans issued by 
CCBs increased from Rs 1,505 
crores in 1974-75 to Rs 1,766 
crores in 1975-76, The increase 
of Rs 261 crores was, however, 
short of the rise of Rs 270 
crores in the previous year. 


(Rs in crores) 


Loans Percentage of 

-overdues to 

Outstand- Over- outstanding 
ing dues 


7 

8 

9 

76.6 

16.1 

21.0 

8.7 

8.2 

94.3 

34.7 

23.7 

68.3 

246.2 

64.7 

26.3 

46.0 

14.0 

30.4 

2.1 

0.7 

33.3 

7.0 

2.6 

37.1 

107.7 

31.0 

28.8 

55.0 

14.5 

26.4 

107.0 

45.8 

42.8 

252.6 

84.1 

33.3 

31.4 

8.2 

26.1 

60.9 

42.4 

69.6 

61.3 

16.8 

27.4 

156.4 

14.0 

9.0 

120.8 

58.1 

48.1 

34.5 

5.3 

15.4 

1408.9 

450.2 

32.0 


Table III 

Central Cooperative Banks : 1975-76@ 


State/union 

territory 

Number of 
reporting 
banks 

Deposits 

Borrowings 

Working 

capital 


Total Of which from 
apex bank 

Issued 


1 

2 

3 4 

5 

6 


Andhra Pradesh 

20 

36.0 

41.2 

39.7 

103.7 

92.8 

Assam 

7 

1.3 

7.6 

6.9 

11.6 

0.7 

Bihar 

26 

14.1 

19.5 

18.4 

50.3 

23.6 

Gujarat 

18 

165.9 

95.6 

87.4 

325.4 

227.0 

Haryana 

12 

27.6 

15.6 

14.4 

64.7 

61.5 

Himachal Pradesh 

2 

10.8 

0.3 

0.2 

12.7 

2.2 

Jammu & Kashmir 

3 

3.2 

3.9 

2.6 

10.1 

4.7 

Karnataka 

19 

57.4 

48.6 

37.6 

134.5 

127.7 

Kerala 

11 

40.8 

18.1 

15.5 

75.1 

51.0 

Madhya Pradesh 

44 

51.2 

49.3 

44.9 

141.9 

91.2 

Maharashtra 

26 

247.5 

59 1 

47.9 

389.7 

487.2 

Orissa 

14 

11.9 

11.7 

10.4 

34.1 

20.3 

Punjab 

17 

79.1 

13.5 

12.7 

129.5 

81.6 

Rajasthan 

25 

27.5 

36.8 

36.5 

83.7 

69.8 

Tamil Nadu 

16 

79.7 

73.7 

68.7 

197.8 

264.2 

Uttar Pradesh 

56 

94.6 

43.9 

38.8 

191.4 

126.8 

West Bengal 

15 

21.6 

19.2 

18.3 

51.2 

34.3 

Total 

331 

970.2 

557.6 

500.9 

2007.4 

1766.6 


@Data are provisional 
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The loans outstanding as on 
June 30, 1976 amounted to 
Rs 1,409 crores, against 
R$ 1, 326 crores a year before. 
Overdues increased from 
Rs 425 crores to Rs 450 crores. 
As a percentage to loans out¬ 
standing, however, overdues 
remained at the same level as 
in 1973-74 and 1974-75, i.e.,at 
32. This was due mainly to 
certain steps taken by some 
state governments „ and co¬ 
operative banks for creating a 
favourable climate for recovery 
of dues, following the recom¬ 
mendations of overdues study 
team. 

Primary Agricultural Credit 
Societies: With the implemen¬ 
tation of the programme of re¬ 


organisation of societies by 
state governments, the number 
of these societies in 13 report¬ 
ing states/union territories 
declined from 63,792 in June 
1975 (when the all-India figure 
was 1.52 lakh societies) to 
59,652 in June 1976, while 
their membership increased 
from 17 million to 19 million 
consequent on a campaign 
for universal membership, 
particularly from the weaker 
sections of the community. 
Nearly 48 per cent of the rural 
population in these states/union 
territories was covered by co¬ 
operatives as at the end of the 
year 1975-76. During this year, 
the proportion of borrowing 
members to the total number 
of members was marginally 


higher at ‘ 33 per cent, against 
32 per cent in 1974-75. 

The working capital of these 
societies increased from Rs 939 
crores in June 1975 to 
Rs 1,069 crores in June 1976. 
The average working capital 
per society stood at Rs 1.79 
lakh, against Rs 1.47 lakh in 
the previous year, indicating 
the emergence of larger and 
viable societies as a result of 
reorganisation in these states. 
During the year, their deposits 
increased by Rs 5 crores to 
Rs 44 crores; they formed only 
four per cent of their total 
working capital. The societies 
disbursed Rs 556 crores of 
short and medium-term loans 
in 1975-76, against Rs 455 


crores disbursed in 1974-75, 
The total outstanding loans 
amounted to Rs 694 crores, 
of which Rs 297 crores (43 
per cent) were overdues, againsi 
Rs 268 crores (43 per cent) a 
year before. 

Data in respect of primaries 
in 15 states/union territories 
have not been received so far. 
However, an estimate of the 
quantum of loans issued by all 
the primary agricultural credit 
societies in the country during 
1975-76 has been made employ¬ 
ing the linear regression techni¬ 
que. The total is put at 
Rs 1,023 crores, against 
Rs 900 crores actually advanc¬ 
ed in 1974-75 and Rs 760 
crores advanced in 1973-74. 


Table IV 

Primary Agricultural Credit Societies in 13 Reporting States/Union Territories out of 28 :1975-76@ 

(Rs in crores) 


Name of reporting 
state 

No. of 
societies 

Membership 

(.000) 

Borrowing Deposits 
membership 
(’000) 

Working 

capital 

Loans out¬ 
standing 

Loans 

issued 

Loans 

overdue 


1 

2 

3 

4 

5 

6 

7 

8 

Haryana 

2,409 

7,84 

4,15 

1.10 

54.01 

42.05 

43.54 

13.59 

Himachal Pradesh 

2,483 

5,26 

1,28 

8.70 

19.05 

11.39 

5.81 

3.66 

Karnataka 

8,276 

25,75 

7,92 

6.78 

148.52 

96.55 

81.60 

42.26 

Madhya Pradesh 

9,628 

24,98 

8,75 

7.55 

171.08 

111.03 

69.65 

60.58 

Maharashtra 

19,875 

44,14 

14,58 

7.10 

315.06 

229.50 

170.01 

103.48 

Manipur 

673 

83 

10 

0.01 

1.19 

0.90 

0.42 

0.56 

Orissa 

3,358 

20,05 

3,91 

1.94 

72.07 

38.72 

20.66 

22.60 

Rajasthan 

7,754 

21,09 

10,87 

3.11 

88.63 

56.53 

59.65 

15.48 

Tamil Nadu 

4,937 

38,31 

10,90 

8.45 

195.82 

105.01 

102.85 

34.03 

Chandigarh 

32 

4 

1 

0.04 

0.12 

0.10 

0.07 

0.03 

Dadra & Nagar Haveli 

12 

5 

1 

— 

0.11 

0.08 

0.08 

0.02 

Goa, Daman & Diu 

150 

64 

-5 

0.02 

1.02 

0.52 

0.31 

0.18 j 

Pondicherry 

65 

26 

18 

0.01 

1.99 

1.22 

0.91 

0.29 

Total 

59,652 

1,89,24 

62,71 

44.18 

1068.67 

693.60 

555.56 

296.77 

@Data are provisional 
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Growth through 

a freer economy 

The prime minister has been displaying reassuring awareness of the need for strict 
monetary and fiscal discipline. He has repeatedly expressed the view that current 
price trends call for careful regulation of the growth of money supply. Especially to 
be appreciated is his bold acceptance of the direct relevance of the containment of 
deficit financing to the maintenance of price stability. Indeed, his concern has been 
so great that, in his earlier observations he had even been giving the impression that 
he was ruling out deficit financing forthwith. His subsequent utterances have given a 
more practical orientation to his resistance to deficit financing and indicated that the 
goal of zero-deficit financing could be reached not in one bound but only progressively 
over a period. The progression, of course, should be steep enough and the period 
reasonably short, otherwise, they will not be able to relate meaningfully to the 
inflationary pressures now causing anxiety to the government and the community. 

In any sensible planning for the elimination of inflation, care has to be taken to 
avoid deflating business activity or purchasing power in the hands of the public. Other¬ 
wise, inflation will merely be replaced by stagnation, leaving the national economy 
none the better off and possibly somewhat worse off. A proper strategy would seem 
to call for cuts in public spending to be so regulated that wasteful and unproductive 
expenditure is avoided while demand is not cut off from areas where it is needed to 
sustain or trigger investment, production or consumption. It follows that, such a 
strategy must necessarily be phased over a period of, say, three or four years. Per¬ 
haps the government could work towards the attainment of the goal of zero-deficit 
financing by the year 1981 in the hope, that, with luck, the objective might be reach¬ 
ed a year earlier. 

Here the Carter administration’s anti-inflation programme, announced in 
Washington last month may have some uscfull lessons for us. In the course of a state¬ 
ment outlining this programme, the US president, often reiterating his firm commit¬ 
ment to have a balanced budget in a normal economy by the fiscal year 1981, said 
that two steps were essential to balancing the budget and that one of them was to dis¬ 
cipline the growth of federal spending in the years ahead. His administration propos¬ 
ed to do this by prescribing responsible expenditure ceilings and working continu¬ 
ously within the executive branch and with the congress to ensure that “we stay within 
them”. 

Our own Finance minister, while presenting the interim budget last March, 
seized the first opportunity offered to him to declare that the central government would 
make a start by pruning and postponing the government’s financial commitments 
including Plan outlays. This reassertion of control over public expenditure, however, 
is only the first step in giving effect to the view—quoting Mr H.M. Patel—“that finan¬ 
cing of public expenditure in a manner which would generate inflationary measures 
should be eschewed”. As the US president has pointed out the principal source of 
budget deficits is not legitimate federal spending programmes, but inadequate tax 
revenues from a stagnant economy. He pointed out that, if the US had large budget 
deficits today, it was because recovery from the worst recession in 40 years was still 
incomplete. Arguing that, as the recovery proceeded, the deficits must shrink and even¬ 
tually disappear, he declared that, in his planning for balancing the budget, he would 
be giving the highest priority to “a durable expansion in the private economy that 
will generate steady growth of jobs, incomes and federal tax revenues”. 

This concept of restructuring government budgeting, public expenditure and fis¬ 
cal policies along non-iaflationary lines is perhaps even more relevant to the Indian 
situation than to the American. This is because the level of employment opportu- 



uilies is even more vulnerable lo fluctua¬ 
tions in the public expenditure in the 
Indian context than in the American. 
Since our private sector economy has 
a far narrower base, anti-inflation 
measures taken in this country in terms 
of curbing demand or purchasing power 
have been hitting jobs harder than 
they have been hitting prices and it is 
only, because mass unemployment is so 
chronic in this country that public 
opinion could be insensitive to this kind 
of impact. Surely we should start con¬ 
sidering now whether progress towards 
a balanced budget should not be aimed 
at through stimulating investment, produc¬ 
tion and consumption and thereby reflat¬ 
ing both public revenues and legitimate 
public expenditure. 

The Carter programme provides for per¬ 
manent tax cuts for middle and low 
income groups but it does not stop there. 
It realises that this liberality can be 
financed only if effective incentives arc 
provided for business to increase invest¬ 
ment in new productive capacity as part 
of comprehensive tax reform. Perhaps the 
most immediately practical means of pro¬ 
viding these incentives in the Indian con¬ 
text is for the forthcoming central budget 
to extend the investment allowance to all 
industries since industry in general needs 
to be helped to replace capital assets and 
embark .on modernisation. 

FICCI's suggestion 

This suggestion, it may be recalled, was 
included in a series of proposals put for¬ 
ward by Mr M.V. Arunachalam when he 
pleaded for the generation of a healthy 
investment climate in the presidential 
address he delivered at the last annual 
session of the Federation of Indian 
Chambets of Commerce and Industry. He 
also recommended that selected priority 
industries might be given this investment 
allowance at appropriately higher rates. 
Meanwhile, several industries have been 
individually making representations to the 
Finance ministry either against inade¬ 
quacies in the practical application of the 
investment allowance scheme to their 
specific circumstances or the exclusion of 
them from the scope of the scheme. Mr 


Arunachalam's recommendation that the 
scheme should have general application 
would automatically take care of most of 
these complaints; but there is also need 
to review the details of the scheme in the 
light of its working so that its provisions 
are interpreted liberally rather than restric- 
tively. The aim should be that the scheme 
is improved with a view to its fulfilling 
its essential purposes. 

Mr G.D. Birla, also speaking at New 
Delhi recently, brought out forcefully the 
need for reviving and reinvigorating the 
investment climate by pointing out that 
there had been a virtual stagnation in 
basic industrial growth for several years, 
resulting in poor and negligible progress 
in such important areas of national wel¬ 
fare as employment and agricultural and 
industrial production. His view that 
there consequently was a likelihood of 
unemployment growing further and short¬ 
ages of essential commodities being in¬ 
creasingly experienced is widely shared in 
business circles. 

forest of rlilts 

Addressing himself to the quest for a 
solution of the economic impasse, Mr 
G.D. Birla gave importance to the need 
for demolishing “the thick forest of rules 
and regulations'’ and motivating “theser- 
vices to be positive and not negative”. 
Here again president Carter’s anti-infla¬ 
tion programme makes a number of rele¬ 
vant points. The US president has pro¬ 
mised fkill consideration of the economic 
cost of major regulations through a 
more effective analysis of their economic 
impact. He also intends to place greater 
emphasis on achieving compliance through 
incentives and performance standards 
rather than detailed specification of means 
and efforts to improve effectiveness and 
reduce red tape and delay. The US 
president, again, has said that his govern¬ 
ment and administration would take up the 
task of reorganising the government machi¬ 
nery with a view to streamlining its opera¬ 
tions, improving its efficiency and making 
it a more effective instrument to achieve 
national objectives within budgetary cons¬ 
traints. Thinking in a similar vein, Mr 
G.D. Birla has pointed out that the 
government has made laws and rules 


through which it was impossible to pass 
and which it seemed to be the sacred duty 
of the officials to protect. One result is 
that industrial projects the country is in 
urgent need of are obstructed or delayed 
to such an extent that they are often 
abandoned in despair. 

stifling foreign investment 

One consequence of this tyranny of the 
bureaucracy over the national economy is 
the stifling of foreign investment. Mr 
Jayaprakash Narayan, when he halted in 
London, on his way to the US, rightly 
said that Indian poverty was so stupen¬ 
dous that the resources of the international 
community should be enlisted for the 
task of its elimination. This was a wise 
and courageous statement and it is to be 
hoped that it would give the political back¬ 
ing needed for the government to reform 
drastically existing approaches to foreign 
investment in our industry. Mr G.D. 
Birla has said that it is possible for the 
country to attract foreign investment on 
a large scale and that it is necessary that 
it should do so. For this, the investment 
climate and the administrative atmosphere 
need to be improved. The Carter admi¬ 
nistration is talking of what it calls a 
“zero-based review of all federal pro¬ 
grammes,” meaning that each programme 
should be taken up for scrutiny by ask¬ 
ing what would happen if it was not there. 
It seems lo us that a zero-based review of 
all government controls is overdue in our 
country. The MRTP and the FERA, for 
instance, seem to be obvious candidates 
for zero-based reviews. There must be 
more sensible ways of promoting compe¬ 
tition in industry than stifling production 
and investment and wiser means of regu¬ 
lating foreign investment than facing 
medium firms in foreign countries, inter¬ 
ested in investing in our economy, with a 
labyrinth of procedures and restrictions 
which they may have neither the desire 
nor the time nor the resources to explore. 
It may not always be true that that 
government is best which governs least, 
but, in the area of industrial growth, per¬ 
haps, much more may be accomplished 
by a policy of bureaucratic withdrawal 
than is dreamt of in the philosophy of 
government intervention. 
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Medicines for millions 


“The objective of the pharmaceutical in¬ 
dustry is to search for and produce quali¬ 
ty drugs and make them available to the 
people where they are needed and when 
they are needed.” This was the theme 
of the speech delivered last month at 
Bombay by Mr Sisir Mitra, president of 
the Organisation of Pharmaceutical Pro¬ 
ducers of India (OPP1), at its 11th annual 
general meeting. 

By coincidence, Mr H.N. Bahuguua, 
union minister for Petroleum, Chemicals 
and Fertilizers, also spoke on the same 
subject, while addressing the state drug 
controllers in the capital on May 11, 1977. 
He wanted all sectors of the drug industry 
to extend their support to the government 
in making quality medicines available to 
the common man in adequate quantities 
and at reasonable prices. The minister 
warned that the Drugs and Cosmetics Act 
was likely to be amended to award deter¬ 
rent punishment to those guilty of pro¬ 
ducing as well as marketing spurious, sub¬ 
standard and adulterated drugs. 


address. He said that the production of 
the drug industry got multiplied SO times 
from Rs 10 crores in 1948 to Rs 500 
crores in 1976. The capital invested in¬ 
creased from Rs 24 crores in 1952 to 
Rs 225 crores in 1976. Exports of drugs 
were negligible in 1948, but increased to 
Rs 1.27. crores in 1963-64 and further 
to Ri 26 crores in 1976. While hardly any 
investment was made in research and deve¬ 
lopment (R&D) in 1948, the expenditure 
on this account was as much as eight 
crores of rupees in 1976. The industry 
has attained a solid base in the past 
three decades and is poised to raise pro¬ 
duction to Rs 1,600 crores in 1983-84. 

The target of increased production for 
1983-84, according to Mr Mitra. can be 
achieved provided the restrictions and im¬ 
pediments which limit the expansion of 
existing units are removed. He was of 
the view that “full utilisation of existing 


and already Installed capacities is ham¬ 
strung by various problems such as nob- 
availability of adequate raw materials and 
FERA/MRTP/licensing policy considera¬ 
tions”. The Janata government has 
still not been able to present to the country 
a clear-cut industrial policy which it wish¬ 
es to pursue. However, press reports'in 
this regard do not appear to be encourag¬ 
ing. For example the Economic Times 
in one of its lead stories in the issue 
dated May 10, 1977, has pointed out that 
the new government is planning to reverse 
the policy of automatic expansion of 
industrial capacity permitted last year, 
particularly in regard to foreign companies. 
This step is being taken to reduce the 
repatriation of profits that foreign com¬ 
panies have been claiming under the policy 
on the additional production capacity 
that has been permitted. 

If this is the view of the Janata govern¬ 
ment, it will retard the growth of the 
pharmaceutical industry even if it brings 
about some saving in foreign exchange. 
For continued and uninterrupted growth 
of this industry it is necessary for the 
government to give up doctrinaire out¬ 
look and sectoral restrictions as recom- 
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central objective 

If the drug industry and the govei nment 
: are agreed on the central objective of pro- 
! viding the public with quality medicines 
f at fair prices and in adequate quantities, 

| why are they not cooperating to avoid 
frequent complaints heard all over the coun¬ 
try both in regard to the non-availability 
and high prices of drugs? Who is failing in 
his duty ? According to Mr Bahuguna, it is 
the task of the drug controller in a state 
to enforce quality control measures and to 
implement the price control order. He 
asked the controllers to make frequent 
spot-checks so as to bring the culprits 
to book. But the manufacturer, the dis¬ 
tributor and the retailer also cannot shirk 
their responsibilities in this regard. 

That the pharmaceutical industry in 
this country has made phenomenal pro¬ 
gress since Independence is clear from 
the statistics cited by Mr Mitra in his 


Thai apprehensions of "Corner” are real 
and not imaginary, is evident from recent price 
movements. In a recent issue, we had occasion 
to draw attention to the anomalous position that 
prevails in this country in regard to petrol prices, 
l-.vcn though we do not import petrol from the 
U.S., the pi ice we are called upon to pay is fixed 
with reference to the American price level. The 
consequence is that the Indian price is five times 
the Abaden price and higher in comparison with 
the Russian price. As we have to depend for the 
greater bulk of our requirements on imports, it is 
only reasonable that we pay only what is justi¬ 
fiable on purely economic considerations. We, 
therefore, urged the Government of India to 
bestir itself in the matter and secure a more 
favourable price bargain. Further, point to that 
is lent by an analysis of American oil price trends 
in a recent issue of the Financial Times. "During 
the period of just over a year”, the writer has 


observed, “there have been four increases in the 
price of crude oil which is now more than 50 per 
cent above its level of January 1946". March-end 
prices have rocketed to the highest levels ever 
since 1926 and there are no signs of a swing 
downwards. The writer has pointed out that, 
on purely economic considerations, there is 
ground for the fear that this upward swing will 
be maintained. First, there is the level of Ame¬ 
rican demand which, given the present set-up of 
foreign policy, will he kept high for the military 
while a fine summer and an open winter last 
year, induced the civilian population to use more 
petrol. Civilian demand in the states will conti¬ 
nue to range high; but on the supply side, elasti¬ 
city is no longer to be expected, for already the 
maximum efficient rate of output is almost univer¬ 
sal in the American oil fields. It may be assum¬ 
ed also that these rises in American oil prices 
will have international upgrading effects. 
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mended by Mr S.V. Pillai, chairman and 
managing director of Pfizer Ltd, at the 
annual general meeting of the share¬ 
holders this year. In an industry which 
depends heavily on imported technology, 
there should be an absence of barriers 
between large and small units, and also 
between indigenous and international 
units, suggested Mr Pillai. In this way 
alone can the anticipated growth in this 
industry be achieved. 

The pace of scientific advancement has 
got quickened in the developed countries 
during the past three decades and every 
year new effective medicines are being dis¬ 
covered. Unfortunately, the formalities 
for the registration and consequent mar¬ 
keting of these new medicines in our 
country are not only cumbersome but 
also time-consuming. For instance, the 
directors of Pfizer Ltd have pointed out 
that the company had not received as yet 
approval of the government on its appli¬ 
cation submitted in 1972 for the introduc¬ 
tion of a new broad-spectrum antibiotic. 
The unnecessary delay in this regard is 
the cause of avoidable suffering among 
the sick and the handicapped. There is 
urgent need for streamlining the procedures 
so as to reduce the long wait in the 
introduction of new drugs and to bring the 
products of scientific research within easy 
reach of the sick and the poor. 

• slower movement 

It is claimed by the OPPI that the drug 
prices in this country have moved up 
at a slower pace than prices in general. On 
the basis of the official series of index 
numbers of wholesale prices, it has been 
demonstrated that the index numbers of 
prices of all commodities between 1971-72 
and 1975-76 rose at the average annual 
rate of 14.6 per cent while during the 
same period, the indices for the prices of 
drugs and medicines increased at the 
annual generul rate of 3.7 per cent. Des¬ 
pite this, the impression prevails in this 
country that the drug manufacturers are 
charging exhorbitant prices. I'o bring 
down the prices of drugs Mr Bahuguna 
has suggested that manufacturers should 
reduce promotional expenditure, advertise¬ 
ment costs and packing costs. Due to the 
keen competition among manufacturers, 
it may not be possible to substantially 


reduce these costs. Moreover, it is not 
proved that these costs are on the high 
side. A reference to the working of the 
Indian Drugs and Pharmaceuticals Ltd—* 
a public sector undertaking—will show 
that 10 to 12 per cent of the total cost on 
these elements is essential if a firm is to 
survive in a competitive market. For 
the small units there is no escape from 
this level of expenditure if they want 
effectively to compete with big com¬ 
panies. 

The manufacture of spurious or sub¬ 
standard drugs is a social evil which can 
be eradicated only if the state drug con¬ 
trollers are vigilant and willing to take 


Industrial associations in Calcutta and 
elsewhere have recently urged the govern¬ 
ment of India to discontinue the practice 
of giving price preference to public sector 
units in the matter of purchases by the 
government departments. The associations 
have argued that this policy is no longer 
necessary since the public sector units have 
substantially improved their production 
and profits. It is hoped that the govern¬ 
ment will favourably consider this plea. 
The scheme of price preference wa9 intro¬ 
duced some years ago at a time when the 
public sector units were operating with 
large idle capacity and were also incurr¬ 
ing heavy losses. It was therefore decided 
that all ministries and government depart¬ 
ments should purchase their requirements 
from the public sector undertakings to the 
maximum extent. They were also allowed 
a price preference of 10 per cent over the 
purchases made from the private sector. 
The union Finance ministry reviewed 
this policy in January 1977. It was felt 
at the time that flo change was needed 
and that it should continue for another 
two years. 

The government of India should now 
consider whether it will be desirable to 
follow the policy of giving preference to 
the public sector. The circumstances 


stern action against the offenders. Simi¬ 
larly, the over-charging for drugs by re- 
tailers can be prevented by bringing the 
culprits to book. But the frequent short¬ 
ages of essential drugs in the market can 
be due to the faulty distribution arrange¬ 
ments made by the manufacturers or be¬ 
cause of the machinations of the middle¬ 
men in the trade. Whatever the cause, 
this is a wickedness which needs to be 
eradicated promptly and efficaciously. 
Both the government and the manufac¬ 
turers should operate jointly and in comp¬ 
lete confidence to overcome the intrigues 
of anti-social elements, wherever they 
may be. 


which prevailed when this policy was first 
introduced have changed. As the annual 
report of the union ministry of Industry 
and Civil Supplies for 1975-76 observed: 
“In the field of production, the most 
striking achievement of 1975-76 was in 
respect of the public sector enterprises. 
In 1975, public sector undertakings conti¬ 
nued to show an impressive rate of growth, 
which was considerably hjgher than the 
overall rate of growth in industrial 
production. In physical terms, the rate 
of growth of public sector output was of 
the order of 17 per cent during April- 
January 1975-76 over the corresponding 
period of the last year. The public sec¬ 
tor has lately emerged as the leading sec¬ 
tor in the industrial economy of the 
country”. The report added that increase 
in production in the heavy engineering 
sector was “particularly impressive”. 

On the other hand, a wide range of in¬ 
dustries in the private sector continues to 
be confronted with problems arising from 
substantial idle capacity. For example, 
in 1975-76, capacity utilisation in wagons 
was only 36.35 per cent, in power tillers 
18.8 per cent, in printing machinery 24.5 
percent, in coal machinery 21.6 per cent 
and in textile machinery 38 per cent. 
Especially in West Bengal and other 


Price preference for 

public sector 


EASTERN ECONOMIST 


980 


MAY 27. 1977 



states of the eastern fegioti, engineering 
industries continue to be handicapped due 
to the lack of a regular and adequate flow 
of orders despite the steep increase in the 
Plan outlay of the government of India as 
well as of the state governments. 

The purchases of the various govern¬ 
ment departments have sharply increased 
in the last few years and this trend is 
bound to gather momentum in the near 
future. The Central Purchase Organisa¬ 
tion Council is estimated to make pur¬ 
chases of the order of Rs 900 crores per 
year. The government therefore should 
utilise the purchase policy as an effective 
instrument to stimulate the growth of new 
industries and the diversification and ex¬ 
pansion of the existing units. Industries 
supplying to government departments 
have been facing numerous difficulties 
arising from short notice of tenders, non¬ 
receipt of complete tender forms, delays 
in taking decision on tenders, one-sided 
terms of contract, cumbersome inspection 
procedures and, above all, delay in the 
final settlement of files. These issues have 
been often discussed at the meetings of 
the purchase advisory councils but it is 
reported that they continue to cause con¬ 
siderable difficulties in industries. The 
government therefore should review the 
policy and procedures and modify them 
suitably so that the private sector units are 
not handicapped in any way in supplying 
goods to the government departments. 

healthy competition 

Industrial associations have suggested 
that government purchases should be 
made only on consideration of price, 
quality and performance. Such a policy 
will also help to promote healthy compe¬ 
tition between the public sector and the 
private sector, which is essential to bring 
down costs and prices. Mr Morarji 
Desai, the prime minister and Mr H.M. 
Patel, the Finance minister, have been 
stressing the imperative need to avoid un¬ 
productive expenditure and to put the 
available resources to the best advantage 
in the interests of the country. The govern¬ 
ment therefore should create such condi¬ 
tions as will enable industries in both the 
sectors to maximise their production. 
Though the public sector’s performance 
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has improved, there is still large scope for 
increasing efficiency and enforcing econo¬ 
my in regard to utilisation of capacity, 
materials management and proper use of 
working capital. 

Sometime ago, the Bureau of Public 
Enterprises suggested that there should be 
inter-firm comparisons between major 
companies in the public sector and the 
private sector, engaged in the same acti¬ 
vity, in such fields as fertilisers, cement, 
machine tools and pharmaceuticals. It 
was felt that such a study would be useful 
to improve the performance of both the 
sectors. ' It will be worthwhile to pursue 
this idea and extend the study to more 
industries. Meanwhile, removal of price 
preference in the matter of govern¬ 
ment purchases will spur the public 
sector units to tone up their work¬ 
ing and make better contribution to 


the faster growth of the country’s eco¬ 
nomy. 

The private sector units have also to 
take appropriate strps to improve quality 
and bring down costs and prices. The 
government has assured the private sector 
of the necessary facilities to achieve these 
objectives. The import policy has been 
substantially liberalised to enable indust¬ 
ries to secure promptly their requirements 
of raw materials, machinery and compo¬ 
nents. It is expected that the taxation 
and credit policies will also become 
growth oriented. Tn whichever way the 
fifth Plan is recast and the sixth Plan is 
formulated, the private sector will conti¬ 
nue to have an important role in econo¬ 
mic development and it is only when both 
the sectors are able to operate profitably 
that the country can achieve more rapid 
progress. 


In search of industrial peace 


The tripartite labour conference which 
concluded its two-day session recently in 
New Delhi gave two months to a working 
group on industrial relations laws to 
submit its report. The group has also been 
asked to make recommendations in 
regard to the composition of the Indian 
Labour Conference. The labour polioy of 
the present government, therefore, will 
gel crystallised only after this report is 
available. The industrial relations bill may 
be introduced during the autumn session 
of parliament. 

The government has felt the need for a 
thorough probe by a specialized committee 
so as to evolve a lasting basis for its 
labour policy and to avoid the fluctuations 
between extremes exhibited by the pre¬ 
vious government on this subject. The 
new labour policy will have to meet the 
situation created by the lifting of the 
emergency, when the traditional tripartite 
consultations machinery for the solution 
of employer-employee conflicts was com¬ 
pletely dispensed with. Only a well- 
thought-out machinery for the settlement 
of day-to-day disputes can tend to lasting 


industrial peace and steady economic 
activity. 

In recent weeks there have been several 
manifestations of industrial unrest in 
different parts of the country in the form 
of strikes and lock-outs, resulting in 
stoppage of work and disruption of pro¬ 
duction. The union Labour minister, Mr 
Ravindra Varma, therefore, assured the 
conference that the new government 
wanted to identify the causes of this restive¬ 
ness and take immediate corrective 
measures to restore an atmosphere of 
peace and cooperation in industrial 
establishments. Mr Varma rightly asso¬ 
ciated this industrial unrest with the reac¬ 
tion to the period of repression which 
had created an abnormal situation in 
employer-employee relationship. The 
rising unrest can now be tackled only 
through tripartite consultations following 
a national consensus on major issues of 
industrial policy, so as to secure the 
cooperation of the trade unions as well as 
the employer organizations in the task of 
maximising industrial growth. 

A specific departure from the labour 
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policy of the previous government appears 
to be the reluctance of the new govern¬ 
ment to make capital out of inter-union 
rivalries. Mr Varma categorically stated 
that it was no business of the government 
to tell workers which unions they should 
join and whose leadership they should 
follow. He also made it clear that the 
government did not seek any partisan 
ends by bolstering up a particular central 
trade union, irrespective of the support 
that it might enjoy from the workers. 

significant suggestions 

Mr Naval H. Tata made some signi¬ 
ficant suggestions during his participation 
in this conference and also in his presi¬ 
dential address to the Employers’ Federa¬ 
tion of India. He suggested that the con¬ 
cept of the term “retrenchment” should 
be clarified. In a recent judgment, the 
Supreme Court had decided that ‘retrench¬ 
ment*, as defined in the Industrial Dis¬ 
putes Act, meant any and every termina¬ 
tion of service, including discharge of 
casual, temporary and even fixed-term 
employees. The judgment held that fixed- 
term employees, who were employed for 
a stipulated duration, should be deemed 
to have been given notice of termination 
at the time of recruiting their services and 
when their term ended they should be 
given retrenchment compensation. 

This interpretation, Mr Tata rightly 


pointed out, was against the universally 
accepted meaning of‘retrenchment’. Such 
interpretation could have far-reaehing finan¬ 
cial implications, since it would involve 
payment of retrenchment compensation to 
a large category of employees, who were 
recruited temporarily on a clear under¬ 
standing at the time of their recruitment 
that their tenure of service would auto¬ 
matically terminate on a certain pre¬ 
determined date. The working group 
examining industrial relations should 
clearly state its views on this vital subject. 

Mr Tata also pointed out that* the right 
to strike in the case of the worker or to 
declare a lock-out in the case of the 
employer was not a fundamental right in 
any legal or constitutional sense; nor had 
they been specifically enshrined in any of 
the ILO conventions or recommendations. 
However, the National Commission on 
Labour, expressing itself on the right of 
labour to strike had stated that “the 
democratic ideals of the state prevent it 
from abridging individual freedom, but 
its socialist objectives justify the govern¬ 
ment’s regulation of such freedom to 
harmonise it in a reasonable measure with 
the interests of the society”. It had added 
that whenever the right to strike was to 
be curtailed there should be “simultaneous 
provision of an effective alternative like 
arbitration or adjudication to settle dis¬ 
putes.” If, however, the workers wanted 
to establish their right to strike, the 


point made fey Mr Tata was substantially 
valid that they were committed to reco¬ 
gnise as equally legitimate “right of the 
employer to declare a lock out in order to 
complete the cycle of collective bargain¬ 
ing*’. The working group examining 
industrial relations should see the logic 
that one threat counter-balances the other 
which prevents either side from the abuse 
of the right to strike and lock-out. 

The decision of the tripartite meeting to 
call a special conference on unorganised 
labour, an issue which could not be dis¬ 
cussed at this meeting for want of time, 
has been another significant development. 
It has been decided to invite to this 
conference those connected with the 
economic and social problems of the 
unorganised sections of labour. This was 
felt necessary because reports revealed 
that the condition of agricultural 
labourers, marginal and small farmers and 
artisans had been deteriorating in recent 
years. Similarly, there were many sections 
of unorganised labour such as construc¬ 
tion workers, in the case of which the 
laws regulating their safety did not exist. 
A fresh look is also required at the laws 
regarding contract labour because of the 
complaints that such labour is being 
thrown out of work after the abolition of 
the system. The issue of bonded labour at 
various places is also to be discussed at the 
proposed conference of unorganised 
labour. 
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CAPITALS 

CORRIDORS 

Hardev Singh 

Fertiliser prices and consumption * Indian parti 
cipation in ADB projects • Trade with China 


Although the quantity of fertilisers con¬ 
sumed in this country is determined by the 
area under high-yielding varieties of agri¬ 
cultural crops and intensive promotional 
efforts, prices of various fertilisers do play 
an important role in their consumption. 
Some details of fertiliser prices and con¬ 
sumption have been made available recent¬ 
ly by the Fertiliser Association of India 
which throw significant light on this 
subject. The fertiliser consumption in this 
country doubled every five years up- 
to 1971-72 when price fluctuations were 
nearly unknown. Following a sharp 
escalation in fertiliser prices during 1974-75, 
there was an actual drop in fertiliser con¬ 
sumption compared to the previous year. 
The rabi season of 1975-76, however, 
witnessed a drop in prices by 7.5 per 
cent and 13.2 per cent in case of 
N and P,O fi respectively. There was, 
therefore, an increase in consumption of 
N and PA by 27 per cent and 20 per 
cent. 

drop in prices 

The kharif 1976 Reason saw further drop 
in fertiliser prices. The N and PA prices 
dropped by 12.5 and 37.4 per cent respec¬ 
tively. This was the period when a subsidy 
of Rs 1,250 per tonne on PA was 
announced. The increase in consumption 
was encouraging. The N and PA con¬ 
sumption increased by 21.5 and 48.7 per 
cent compared to the corresponding period 
during the previous year. The rabi crop 
uf 1976-77 again witnessed a drop in PA 
prices only. The buoyancy in the consump¬ 
tion of PA, therefore, was substantial, 
showing an increase of 51.5 per cent com¬ 
pared to rabi 1975-76. 

U has been observed that the responsive¬ 


ness of these nutrients was not uniform 
with respect to fluctuation in fertiliser 
prices. This has been partially explained 
by the fact that a farmer's reaction to a 
price change would depend on how 
seriously he was alTected by the earlier 
price situation. In other words, if the 
profitability was critical for a nutrient, a 
slight reduction in its prices could bring 
about a large increase in its consumption. 

promotion campaign 

Meanwhile the union ministry of Agri¬ 
culture and Irrigation has set up a 
fourteen-member task force to ensure 
efficient implementation of the intensive 
fertiliser promotion campaign, launched 
for the next kharif and rabi seasons. The 
task force comprises senior officials of 
the agriculture and irrigation departments 
and also has on it representatives from the 
Fertiliser Corporation of India, the Ferti¬ 
liser Association of .India, the IFFCO and 
the NCDC (National Cooperative Deve¬ 
lopment Corporation). 

The group will ensure that an adequate 
number of fertiliser outlets are opened in 
each of the districts selected for the cam¬ 
paign. It will also see that the required 
quantities of fertilisers are stocked at the 
outlets, sort out movement problems, look 
into credit arrangements and timely avail¬ 
ability of seeds, pesticides and weedicides 
and strengthen extension and farm infor¬ 
mation and soil testing facilities. Another 
task of the group is ensuring the utilis¬ 
ation to the maximum of the available 
irrigation potential. Te group will meet 
once a month to review the implementa¬ 
tion of the progiamme and take necessary 
action regarding bottlenecks. The centre 
has also suggested lhkt similar groups 


should be set up at the state level consist¬ 
ing of senior state government officials. 

The intensive fertiliser promotion cam¬ 
paign was launched in May last year in 58 
selected districts in order to boost agri¬ 
cultural production. This year, 66 districts 
have been selected in 17 states, namely 
Andhra Pradesh, Assam, Bihar, Gujarat, 
Himachal Pradesh, Haryana, Jammu and 
Kashmir, Karnataka, Kerala, Maharashtra, 
Madhya Pradesh, Orissa, Punjab, Rajas¬ 
than, Tamil Nadu, Uttar Pradesh and 
West Bengal. 

* * 

While projects financed by the World 
Bank can receive equipment and service 
from all over the world, the participation 
in the projects financed by the Asian Deve¬ 
lopment Bank is restricted to its members 
only. The Indian efforts to participate in 
the export opportunities thus thrown up 
were not sufficiently aggressive. An aware¬ 
ness of the opportunities in ADB-financed 
projects was created by the coordinated 
plan of action of the Engineering Export 
Promotion Council. Effective dissemina¬ 
tion of project information, close follow 
up of Indian offers, effective intervention to 
seek fair consideration of the offers intend¬ 
ed to be by-passed on unsustainable tech¬ 
nical grounds, finalisation of guidelines 
for Indian participation etc have all result¬ 
ed in greater a wareness of opportunities. 
As a result of this, Indian parties have 
started taking greater interest and have 
participated in a number of tenders. After 
intensive efforts, a break-through has been 
achieved in the consultancy field as also in 
civil construction. 

India’s share in the procurement of goods 
and services in the ADB-financed projects 
is approximately 2.4 per cent only. Japan 
continues to have a lion's.share of more 
than 45 per cent. India's share would 
have appreciably moved up but for the 
cancellation of some contracts originally 
awarded to Indian firms by some countries 
which decided to procure equipment with¬ 
out utilising the loan assistance of the 
ADB. The cancellation of contracts and 
diversion of procurement of equipment to 
funding sources other than the ADB can¬ 
not, however, be considered due to majoi 
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inadequacies on the part of the Indian 
firms but due to the respective governments 
exercising in many cases their preference 
for not only a particular type of equipment 
but also for procurement from a particular 
firm or country, which had chosen to make 
available most favourable payment terms 
and early deliveries. 

A general analysis of the share of pro¬ 
curement from India would reveal that 
equipment relating to power generation, 
power transmission lines, transformers and 
steel fabricated equipment largely accounts 
for supplies from India. 

consultancy services 

As regards consultancy, the success 
achieved so far relates to three irrigation 
contracts won by WAPCOS, a sugar con¬ 
tracts secured by J.P. Mukerjee and asso¬ 
ciate and the recent breakthrough in 
winning a contract for a railway system in 
the Philippines. Close association of 
Indian expertise for a portion of the 
services and supply of equipment relating 
to a fertiliser plant in Sri Lanka might help 
gain entry in future fertiliser plants that 
might come up. A countrywise analysis 
of procurement reveals that a large share 
of supplies from India goes to Philippines 
followed by Nepal, Thailand and Sri 
Lanka. 

A recent study team which visite.l 
south east Asian countries and the 
Asian Development Bank for an 
in-depth study and evaluation of Indian 
participation, has made a detailed analysis. 
This team, based on its evaluation and 
analysis, had made a number of recom¬ 
mendations for stepping up Indian partici¬ 
pation and thereby India's share in the 
procurement of goods and services in 
ADB-financed projects. These recommen¬ 
dations concern all agencies including 
exporters and commend themselves 
for serious consideration as these have 
been made based on detailed discussions 
with all agencies including the project 
authorities. 

The projects coming up with the assis¬ 
tance of ADB can broadly be brought 
under the following groups: (a) Civil 
construction, (b) Consultancy, (c) Supply 
of equipments, (d) Small and medium 


•cale industries through development 

banks. 

Taking into account the strongholds 
created by competing countries to utilise 
local skill, expertise and equipments and 
practical considerations, a selective ap¬ 
proach would be necessary to identify the 
areas, sectors and projects for intensive 
special efforts to achieve successful results, 
keeping in view the inherent limitations. 

The countries that could be selected for 
aggressive concentrated marketing com- 
paign and efforts are Afghanistan, 
Bangladesh, Burma, Indonesia, Malaysia, 
Nepal, Philippines, Sri Lanka, Pakistan, 
Thailand and Vietnam. 

The sectors that would be considered as 
potential ones for a’J-out efforts may be 
—Power projects: power generation 
equipment, transformers, sub-station 
equipment, transmission lines, cables and 
conductors. Water supply projects: con¬ 
sultancy, pipes, valves, water meters, 
pumping station equipments, pump sets, 
power house equipment, fabricated radial 
gates and structural. Sugar mill pro¬ 
jects: consultancy and complete equip¬ 
ment. Port projects: consultancy, cranes, 
and fabricated structural. Fisheries pro¬ 
jects : refrigeration equipment, cold stora¬ 
ges, marine diesel engines. Infrastruc¬ 
tural and land development programmes: 
earth-moving equipment. Palm oil deve¬ 
lopment projects: complete equipment. 
Railway projects: consultancy, steel 
bridges, railway tracks, locomotives and 
complete equipment. Civil construction: 
consultancy and turnkey jobs (in selected 
areas), earthmoving equipment* fabricat¬ 
ed structural. Small and medium projects 
through development banks: consultancy, 
supply of equipment, machine tools, hand 
tools etc. 

* * 

The State Trading Corporation has con¬ 
cluded a contract for the export of 600 
tonnes of shellac to China, according to 
an official announcement made recently. 
It has also entered into an agreement with 
China fpr import of some of the non- 
ferrous metals on behalf of the Metals 
and Minerals Trading Corporation. The 
total value of the transactions will 
amount to Rs 1.42 crores. 


, ^fte STC propose! 1 to follow up the 
beginnings made at the Canton Trade 
Fair held in China from April 15 to 
May 15 and to realise the potential that 
exists, for trade between the two countries. 

Following the exchange of ambassadors 
with China last year, the question of re¬ 
sumption of trade links with that country 
was actively considered. In order to 
explore the possibilities of mutually 
beneficial trade with China, the union 
government agreed to permit the repre¬ 
sentatives of the STC to participate in the 
bi-annual Canton Trade Fair which is 
attended by businessmen from different 
parts of the world. 

One of the STC directors and one 
representative each from the Association 
of Indian Engineering Industry and the 
Export Promotion Council for Basic 
Chemicals, Pharmaceuticals and Soaps 
sought from the Chinese embassy here 
facilities to participate in the Canton 
Fair. The Chinese embassy responded 
favourably and arranged for the visit of 
the three representatives to the fair. 

The visit is reported to be largely 
of an exploratory nature so that the 
authorities concerned acquaint themselves 
with the trading procedures and iden¬ 
tify areas where mutually beneficial bilate¬ 
ral trade opportunities might exist. It 
was also intended to exchange views on 
trade matters with the concerned Chinese 
import and export corporations partici¬ 
pating in the fair. 
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International banking and India 

' K. Warner 


The Isolated fact that a bank handles foreign transactions or that it 
has a foreign department does not make It an international bank. 
Twentieth century banks have found different vehicles for developing 
business across frontiers, the newest of them being consortium 
banks. Mr K. Warner, Regional Director, South Asia, of Grlndlays 
Bank Ltd, has dwelt extensively on this subject in the 18th Walchand 
Memorial Lecture which he delivered in Bombay on April 7,1877. 

Mr. Warner envisages the roie of International banks as "honest Jeo 
brokers” to find partners for Indian Joint ventures abroad and to 
find overseas buyers for Indian capital goods. 


So many tributes have been paid, and 
rightly so, to Seth Walchand, that it 
would be foolhardy to attempt to say any¬ 
thing new regarding his vision, his courage, 
his humanity, his managerial or entre¬ 
preneurial qualities. /Seth Walchand’s 
dream, as expressed in a speech in 1943, 
also embodied the model he set for the 
entrepreneur: 

"I long for the day when we shall have 
India-made motor cars, locomotives, 
railway coaches, tramways, buses, 
aeroplanes, ships, electrical goods, 
machinery, and the thousand and one 
things for which we have to depend on 
imports .. .1 quite realise that govern¬ 
ment help-and national planning are 
essential.. .(but).... Our commercial and 
enterprising men will be required to 
devote more attention to industrial 
enterprises.” 

dream realised 

Seth Walchand’s dream as quoted, you 
will agree, has been largely realised in the 
India of today. India today, however, has 
other and some may say more massive 
problems to face. It is interesting to 
speculate what Seth Walchand’s brilliant 
mind would have suggested in respect of 
today’s problems and of today's financial 
systems. 

I see that among those who have deli¬ 
vered earlier Walchand Memorial Lectures 
there have been three distinguished 
bankers, Mr lengar, Mr Tandon and Mr 
Jha, Not one of the three addressed you, 
however, on banking, perhaps because 
they were aware of Seth Walchand’s firm 
Views on the topic. Certainly in 1931, he 
did not see anything laudatory in the role 


of the international banks which then 
existed in India. He said: 

“Although they (the Central Banking 
Enquiry Committee) recognize that it is 
not desirable that India should rely for 
all time for the financing of her foreign 
trade on non-Indian banks, the solution 
they suggest does not certainly take us 
far...My submission is...that there 
must be a national outlook while dealing 
with the question of foreign banks 
operating in this country... It will be 
essential in the interests of the country 

POINT 

OF 

VIEW 


to prohibit foreign banks from accepting 
any deposits in India.... In emphasizing 
the need of.. .restrictions on the foreign 
banks in this country, we are actuated 
by a desire to develop Indian banking 
and our sole anxiety is to put right the 
banking machinery in India/’ 

So you will see that I am putting my 
head into the lion's jaws. Not only am I 
the first foreigner to deliver this lecture, 
I am also a foreign banker! 

Fortunately, much of Seth Walchand’s 
dream in respect of banking in India has 
also already been realised. The foreign 
banks’ market share in India today is 
around eight per cent, and the remaining 
92 per cent is with Indian banks. You 
will* I hope, find interesting a later com¬ 


parison in this lecture with the percentages 
prevailing today in London. The State 
Bank of India today ranks among the 
world’s largest 153 banks. Ten Indian 
banks have branches abroad. By 1974, 
these overseas Indian branches were 
remitting into India annual profits of 
roughly the same order as the profits re¬ 
mitted out by the foreign banks in India. 
In other words, in today’s India, we have 
foreign and Indian international banks, 
operating side by side, but the foreigners’ 
business is very small. I am hoping that 
after this lecture you will be asking your¬ 
selves whether the foreign banks’ role here 
is today large enough. 

complex subject 

It occurs to me, of course, that the three 
tankers, to whom I referred earlier, might 
have avoided banking for their lectures 
because it is a very large subject requiring 
much complexity and length in explana¬ 
tion. Please do not be dismayed, how¬ 
ever; my lecture will not be complex but 
I do fear you will find it rather long. 

International banking, in the sense of 
financing commerce between countries, 
has obviously existed for the many 
centuries for which such commerce has 
existed. The Vedas are the oldest literature 
known to mankind. As a banker, I am 
happy to note that money-lending features 
in the Vedas. 

Buddhist literature is replete with refe¬ 
rences to the Shrcysht'hhees, the ancestors 
of Seth Walchand Hirachand, who lent 
money to traders, to merchant adventurers 
who went to foreign countries, to explorers 
who penetrated dark forests to discover 
valuable minerals, and to kings needing 
funds for war. In the European tradition, 
the Phoenicians are credited with the 
earliest international financing operations. 
The Florentines succeeded the Phoenicians 
as financiers of international trade and 
although some of them inspired Shakes¬ 
peare’s Shylock, others undoubtedly 
contributed to the prosperity of traders, of 
their country, and, of course, of them¬ 
selves. More so than indigenous banking, 
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international finance was based on faith 
and trust. Long before bankers could call 
upon governments and laws to enforce 
transactions, they learnt to call upon 
other powers. The ancient Greeks, for 
example, used to invoke the curses of the 
gods upon the heads of those who did not 
keep their word. I am sure many of you 
are aware that “Yours sincerely” means 
“Yours without wax”. In days gone by, 
it was thought to be extremely bad form 
partly to fill up one's seal with wax before 
applying it to documents! 

European venue 

More recently, and commencing from 
the mercantilist era, the venue of inter¬ 
national finance moved from Mediterranean 
shores to other European centres. Paris, 
Zurich, and especially London, developed 
Merchant Bankers who traded, financed 
trade and 'diversified', if you will, into 
financing various kings, their armies, and 
wars. The kings showed their gratitude 
by way of special concessions, larger 
borrowings, high rates of interest, and, in 
some eases, personal titles and decorations 
for these bankers. There is the curious 
case of Mr Merriman, chairman of the 
Capital and Counties Bank, who received 
the Portuguese Knighthood of the Royal 
Military Order of Our Lady of the Con¬ 
ception; historians have been unable to 
trace the banking services which warranted 
this high honour. The London merchant 
banker in his heyday generated many a 
legend, and financed timber in Norway as 
well as railways in Chile. Many of these 
merchant bankers were international in 
another sense as well. They had branches 
or family-connected banking firms in 
different financial centres, mainly Paris 
and New York. 

In the 20th century, international bank¬ 
ing is no longer the preserve of the 
merchant bankers. 

At this stage, I would like to spend a 
few moments dwelling upon what is recog¬ 
nised today as an international bank. 
The isolated fact that a bank handles 
foreign transactions or that it has a 
foreign department is not enough. An 
international bank needs perhaps three 
basic characteristics : 

— its international business must be a 
substantial part of its total business 


•hj (secondly), its market Share of inter¬ 
national business must be significant 
and 

— it must have an international geograph- 
cal spread. 

Twentieth century banks have found 
different vehicles for developing inter¬ 
national business across frontiers: 

— Correspondent banking relationships 

— Representative offices 

— Non-controlling interests in affiliated 
banks 

— Subsidiary banks 

— Joint banking ventures 

— Consortium banks 

— Branches overseas 

The newest of these vehicles is con¬ 
sortium banks. Developed mainly in 
association with the petro-dollar, a con¬ 
sortium bank is usually owned by a few 
major international banks and the public 
or the government in the host country. 

beat vehicle 

The oldest, and perhaps the best vehicle 
for an international bank is overseas 
branches. The reasons most frequently 
given for the choice of this vehicle are: 

— it puts the entire capita] structure of 
the bank behind the business of the 
foreign branch; 

— it attracts large corporate borrowers;. 

— it facilitates maximum control; 

— it makes more readily available the 
backing of other overseas branches, 
particularly in innovation, marketing, 
or sales effort. 

The growth of international banking 
after the second world war has been closely 
linked with the world-wide expansion of 
the interests of large industrial companies. 
The return to convertibility of the world’s 
major currencies in 1958 caused an 
upsurge in the volume of woild trade, and 
consequently the demands for foreign trade 
finance also soared. The free convertibility 
of western currencies compelled banks 
interested in international business to 
develop operational centres in currency 
areas of international significance, thereby 
broadening their bases for sources of 
funds. Moreover, multinational companies 
now need a variety of major currencies to 
finance their business. Floating exchange 


rates have reinforced this need by the 
increased currency risks, and it it no 
longer sufficient for companies raising 
money to let themselves be guided by 
interest rates alone. Banks have thus been 
obliged to follow their big customers 
abroad in order not to lose the custom to 
their competitors. Furthermore, the 
growth of the Euromaikets has led the 
major banks to establish themselves in 
those financial centres which have deve¬ 
loped into focal points for Eurocurrency 
business. 

The growing financing requirements of 
the Third World, and the problems and 
opportunities m re-cycling OPEC sur¬ 
pluses, have given fresh impetus to inter¬ 
national financial business. The major 
international banks are engaged in a 
variety of ways hi financing development 
projects and in re-investing petrodollars. 

An interesting example of penetration 
into international markets is provided by 
Barclays Bank, one of the major British 
banks. Barclays has mixed the various 
approaches to presence building; new 
branches, shareholding in either its own 
name or in existing established names 
locally, consortia, and the club approach. 
Major banks from all the EEC countries 
plus the Bank of Amercia and Sumitomo 
Bank of Japan have formed the Societe 
Financier Europeene. Barclays is the 
British partner in this consortium and 
acts as a merchant bank. They also co¬ 
ordinate the communication systems, 
accounting methods and cash transfer 
systems of the new bank. A truly inter¬ 
national effort involving Asia, Europe and 
America 

London's pre-eminence 

I mentioned earlier the transfer of 
major international financing activity 
from the Mediterranean to London, Paris 
and Zurich. The pre-eminence of London 
among these cannot be explained by the 
political influence of the erstwhile British 
Empire alone. Bankers from France, 
Belgium, Germany, the Nordic countries, 
and even from the Far East went to 
London to establish houses which were to 
gain fame and fortune. One famous house 
(Brown Shipley & Co) was established in 
Britain by a son sent back from America 
by an Irish emigrant who had prospered 
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in the new world. The attraction of 
London may be explained by a variety of 
factors: * 

— the island and geography of England 
provided to rich Europeans a feeling 
of security combined with accessibility; 

— the English language proved capable 
of lucid but brief expression, more so 
than any European language; 

— the world developed a faith in British 
integrity. 

miraculous revival 

One would have expected the parlous 
plight of post>war Britain to undermine 
London's eminence among international 
iinancial centres. In almost miraculous 
fashion, the city of London has thrived 
as a focal point for international banks 
despite the British economy and despite 
the state of the sterling. The reasons lie 
in the traditions and the skills in-built in 


Amercian banks in London today than in 
New York. 

Europe is the second most important 
region for international banks. As in 
London, international banking is highly 
competitive on the continent. In countries 
such as Germany and Switzerland, the 
absence of exchange control has permitted 
inter-bank competition to prosper. One 
aspect of banking on the continent is the 
multicurrency activities of many banks. 
Large multinational corporations are 
important customers of banks in this 
region, and banking institutions vying for 
their favour must be prepared to render 
a wide variety of services. 

In Asia, the eastern countries which 
have attracted a concentration of inter¬ 
national banks are Hong Kong, Japan and 
Singapore. Hong Kong is the home of 
many firms owned by overseas Chinese, 
and is an important safe haven for inter¬ 


manufacturing base as well. There is 
minimal control over capital movements 
in and out of Singapore, which must be 
to the advantage of that country and its 
people. India, a traditionally attractive 
area for international banks, has in recent 
years renewed its attractions, and hearsay 
has it that a further number of inter¬ 
national banks are now interested in 
opening here. In the last thirty years, how¬ 
ever, financial development and sophisti¬ 
cation in India has not kept pace with 
Singapore and Hong Kong. I shall return 
to the whys and wherefores of this 
later. 

When speaking of contemporary inter¬ 
national banking, I have spoken of multi- 
currency transactions and the availability 
of wholesale funds in some centres. Highly 
important wholesale sources of money 
are those markets now known as the Euro¬ 
dollar and the Asian dollar markets, the 


all institutions of the city; in the city’s 


adaptability and inventiveness; in the 
relative cheapness of the infrastructure; in 
the absence of statutory impediments and 
because of the existence of a standard tax 
rate. 

There are 255 foreign banks directly 
represented in London, including seven 


There are more American banks in London today than 
in New York . Foreign banks provide over 60 per cent 
of the foreign currency requirements of the UK 
public and private sectors . The enormous dominance 
of foreign banks in London is, in fact , encouraged 
by Britain . 


Indian banks. A further 39 foreign banks 


and .financial institutions are represented 
through shareholdings in consortium 
banks. All but nineteen of the world’s 
largest hundred banks are directly repre¬ 
sented there. Twelve of those nineteen 
banks have a shareholding in 34 consor¬ 
tium banks operating in London. 

The foreign banks in London have 
steadily increased their share of the total 
UK banking market, particularly during 
the last ten years. At the middle of 1976, 
the foreign banks boasted total assets of 
92 billion pounds, 58 per cent of the total 
assets of all banks in the United Kingdom. 
In mid-July 1976, total foreign currency 
liabilities of banks in the UK were over 
100 billion pounds. The foreign banking 
community accounted for 82 per cent of 
this total. The foreign banks provide over 
€0 per cent of the foreign currency 
requirement of the UK public and private 
rectors. The enormous dominance of 
foreign banks in London is, in fact, 
encouraged by Britain. There are more 


nationally mobile funds. Balances in Hong 
Kong dollars can be deposited with some 
of the leading banks of the world, which 
have established banking offices in that 
centre. Secondly, funds held in Hong 
Kong can be converted into US dollars, 
Swiss francs or any other currency on 
demand by virtue of the free exchange 
market. 

The rapid expansion of Japan’s foreign 
trade has created a substantial demand 
for financing facilities. Moreover, the 
rapidly growing Japanese economy has 
tended to be continually in need of addi¬ 
tional credit facilities, which foreign banks, 
particularly the Americans, have been 
ready to provide. 

Singapore has always been an important 
centre for international trade in the Far 
East. The recent influx of manufacturing 
investment from the USA, Japan, 
Australia, Hong Kong and other countries 
has converted Singapore into an important 


development of which is an interesting 
chapter in the story of international 
banking. 

From the end of 1958 there began to 
develop an increasing awareness of what 
is now known as the Eurodollar. Ill- 
defined and often misunderstood, the 
Eurodollar has become a significant 
factor in the operations of both foreign 
,and domestic banks, in western Europe 
and elsewhere. 

During the early postwar years there 
was a serious shortage of the US dollars 
outside the United States. Stripped of 
their earning power, industry in western 
Europe was forced to rely heavily on the 
funds made available under the European 
Recovery Programme for purchase of 
capital goods. This became known as 
“The Marshall Plan”. I have seen this 
plan portrayed as an immense act of 
charity towards war-ravaged Europe. It 
was, of course, nothing of the sort. If only 
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one man in the world has all the money, 
nobody else can buy what he is producing 
unless he first lends the money to those 
who have none. If he does not do so, 
his own industries will falter and fail due 
to the total absence of a market. The 
Marshall Plan was therefore an act of 
charity. But it was charity for the benefit 
of American industry. 

With their gradual return to production, 
however, these recovering industrial 
sectors in western Europe were increas¬ 
ingly capable of acquiring dollars in suffi¬ 
cient quantities to finance purchases in 
the dollar area and elsewhere, and they 
occasionally had temporary surpluses. 

These dollars came from several sources. 
Current payments made in dollars for 
goods or services exported to the USA 
was one. The US government disbursed 
dollars for many of the local needs of 
US and other military personnel stationed 
in Germany, France and Great Britain. 
American companies purchased in 
western Europe with dollars, as did 
American tourists, who were beginning to 
appear in greater numbers. 

dollar accumulations 

Along with these public and private 
expenditures of US origin, dollars were 
also used by non-US, non-west European 
purchasers of goods and services in 
western Europe. These purchasers were 
themselves receiving dollars, for example, 
as royalty payments on films, patented 
processes, and mineral rights. In addition, 
the direct investments of many US cor¬ 
porations abroad, and principally in 
western Europe, were giving rise to large 
dollar amounts available in the host 
countries. US dollars were thus accumu¬ 
lating outside the United States. 

These ‘External dollars' could be held in 
the form of US banknotes; but more 
usually, they were placed on deposit in 
banks. The growing supply of external 
dollars was the basis for a market in them. 
Had the volume of these offshore dollars 
not increased to create a surfeit where 
formerly there had existed a shortage, the 
EurQdollar market could never had 
taken on today's dimensions. Today, 
although Eurodollar operations are only 
one of the activities of international banks. 


it is by far their most significant acti¬ 
vity. 

I do not propose to present a treatise 
on Eurodollars, nor will I pretend that 
I could, if I would. The importance of the 
Eurodollar to today's financial system is, 
however, so great that it seems appro¬ 
priate to emphasize certain basic notions 
and relevant facts about the Eurodollar 
before analysing further the operations of 
the international banks in this field. 

Euro-currencies 

it is now generally accepted that a 
Eurodollar represents a debt, denominat¬ 
ed in US currency, owed by a banking 
institution located outside the United 
States, as a result of a dollar deposit in 
that institution. There are also Euro¬ 
currency units other than the Eurodollar. 
French francs on deposit in a bank out¬ 
side France have come to be called Euro- 
French francs, just as British pounds on 
deposit in a bank outside the sterling area 
are referred to as Eurosterling. There 
also exist Euro-Swiss francs, Euroguil¬ 
ders, and Eurodeutsche marks as well as 
other Euro-currencies. Markets for Euro¬ 
sterling exist in Paris and in the Swiss 
financial centres; and Euro-French francs 
are traded in Switzerland and in London. 
By far the most important Euro-currency 
in terms of absolute amounts on deposit, 
however, is the Eurodollar, of which 
London is the major repository. 

The term ‘Euro’ is misleading in that it 
implies that the dollar debt is owed by or 
to a European. In fact, a US dollar 
denominated deposit in a bank in Tokyo 
represents Eurodollars, as does a similar 
dollar deposit in a bank anywhere in the 
world, except in the United States. 

It is significant that the financial press 
has included Eurodollars in the sections 
covering short-term interest rates, rather 
than among the foreign exchange quota¬ 
tions, Essentially, the Eurodollar is not 
a unit of currency, but rather a unit of 
private debt, denominated in US dollars, 
between a banking - institution and a 
depositor. 

I said earlier that the Eurodollar was 
born out of the post-war dollar shortage 
outside USA. With the gradual easing of 
the dollar shortage, there could have 
been progressively larger dollar accounts 


at banks in the USA, in the name of non- 
US residents. Two factors have worked 
against such a build-up, however. Since 
the early post-war years, there have been 
dollar deposits of east European govern¬ 
ments in west European banks rather 
than in banks in the United States. This 
has been held to be due to a fear on the 
part of these depositors that dollar 
accounts in the USA might be blocked in 
times of political uncertainty or crisis. 
Indeed, it has been claimed that the tele¬ 
graphic address (“Eurobank”) of the 
Soviet-controlled Banque Commerciale 
pour L’Europe de Nord in Paris, was the 
original reason for the dollars on deposit 
at that bank being referred to as “Euro”- 
dollars. Not all such accounts have been 
in western European banks (for example, 
many have been in. Canada), nor have 
they remained outside the USA solely for 
reasons of political uncertainty. 

important element 

A second and fundamentally more 
important element working towards a 
build-up of dollar deposits outside the 
United States is the relatively low yields 
on US government securities and on bank 
deposits in the states. Lending rates in 
several countries were generally higher 
than those in the United States, so that the 
banks there were usually willing to pay inte¬ 
rest on dollar deposits at rates higher than 
those permitted by the Federal Reserve 
Regulations. Funds searching for higher 
rates of return were consequently placed 
with these banks outside the United 
States, and made up the bulk of the 
deposits on which the Eurodollar market 
was based. 

There are today three principal sources 
of Euro-funds: 

—Multinational corporations; 

—OPEC oil revenue; 

—Countries' balance of payment 

deficits; 

and the chief users of Euro-funds are: 

—Commercial banks; 

—Governments and central banks; 

—Public sector undertakings; 

—Multinational corporations. 

Recently, Arab oil funds have provided 
the fastest growing source of funds for 
the market since 1973. Times and again, 
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financial Gurus forecast international 
currency chaos stemming from widespread 
speculation by some OPEC. In fact this 
has not so far occurred. 

The size and complexity of Eurocur¬ 
rency dealings led to the development of 
consortium banks, one of which is a 
partnership of as many as fifteen inter¬ 
national banks as shareholders. Once in 
existence, the consortium operates as an 
independent entity working within the 
objectives prescribed by the shareholder 
banks. This form of banking is an impor¬ 
tant development for the Eurocurrency 
market. At present there are some thirty- 
four consortium banks in the city of 
London, with foreign currency liabilities 
totalling 7000 million pounds. 

source of concern 

Lack of a lender of the last resort has 
always been a serious source of concern 
in the Euro-markets, but much has been 
done to restore confidence. The Federal 
Reserve System was the first to state that 
it would support properly managed Ameri¬ 
can banks, acting within regulations, who 
got into temporary liquidity difficulties. 
Since September 1976, refinance facilities 
are available to European and Japanese 
banks from their central banks. 

The essence of the Euro-market is its 
freedom of operation and its ability to 
mobilise substantial quantities of funds 
which can be disbursed throughout the 
world. Central banks have frequently 
employed the Euromarket as a vehicle to 
achieve their own economic aims. For 
example, Bundesbank uses the Euromar¬ 
ket as one of the tools for controlling 
domestic money supply. 

The Eurodollar market, by and 
large, comprises banks which engage in 
traditional domestic and international 
business in tendem with the newer activity 
of Euro-currency borrowing, lending and 
trading. An interesting further develop¬ 
ment has been the emergence of off-shore 
banking centres, the banks in which 
engage primarily in Euro-currency busi¬ 
ness, and have little or no domestic busi¬ 
ness. Such off-shore centres developed 
initially as safe havens for capital or 
because of attractive tax conditions. Inter¬ 
national banks who opened in these 
centres soon found that there was a profit¬ 
able outlet for them in Euro-currency 


business and in other specialized services. 
The development of such off-shore busi¬ 
ness was soon seen to be of great benefit 
to the host countries and several countries 
set about establishing off-shore centres. 

Examples of off-shore banking centres 
are Singapore, Hongkong, until recently 
Beirut, and now Bahrain. 

It is now eight years since Singapore 
embarked on a policy of developing the 
banking and finance industry into a major 
sector of the economy. If sheer numbers 
be the yardstick, the policy has been suc¬ 
cessful. Because of this, Singapore has 
been equated with the Asian dollar mar¬ 
ket by many observers. The Asian dollar 
market is nevertheless not confined to 
Singapore alone, but also includes Tokyo, 
Hongkong, and other Asian centres just 
as the Eurodollar market is made up of 
London, Zurich, Frankfurt, and a host of 


other major European cities. Singapore 
has patterned its olf-shore foreign cur¬ 
rency deposits and exchange markets on 
London. 

As at June 1976, total assets and liabi¬ 
lities of the Asian dollar market stood at 
nearly 15 billion dollars. 

Transactions between the Asian dollar 
market and the Eurodollar market are 
increasing steadily. The volume of dollar 
transactions between Singapore and Hong¬ 
kong also growing. Differing tax and 
other laws and regulations combine to 
make Singapore and Hongkong play 
complementary rather than competitive 
roles. 

The existence of the off-shore currency 
market in Asia facilitate foreign currency 
borrowings by Asian businesses which are 
relatively unknown in other parts of the 
world. In Singapore, export-oriented 
local firms are now permitted by the 
Monetary Authority of Singapore to 


borrow off-shore dollars (known as 
“impact loans”) for export finance. Syndi¬ 
cated loans are mainly taken by govern¬ 
ments of the area, which take more than 
70 per cent of the total Asian dollar 
loans. Many Asian dollar loans are made 
for large scale capital investment in oil 
exploration, mass transit, shipping, min¬ 
ing, steel, chemicals, electricity, automo¬ 
biles and petrochemicals; off-shore bank¬ 
ing in Asia has thus contributed to the 
economic development of the area. Off¬ 
shore banking has also promoted a net 
capital inflow into the private non -mone¬ 
tary sector of Singapore. The existence of 
a large number of international banks has 
generated a feeling of confidence about 
the country, and this is conducive to sub¬ 
stantial investment in the island. Another 
area where the oil-shore banks have made 
an impact, is in transferring a certain 


cerebral technology to their host countries. 

Tne Eurodollar market, born out of 
the need to finance the balance of US 
dollar trade deficits of the European 
countries, has more recently been used to 
re-cycle the petro-dollar surpluses of the 
OPEC. Beirut used to compete for this 
business, but the internal strife there 
dcs.royed the banking base. Bahrain an¬ 
nounced facilities for off-shore banking 
about a year ago. 

Within the first nine months, as at end 
1976, the Bahrain olf-shore centre boasted 
29 OBUs, with assets and liabilities of 
over 6 billion dollars. 

The dramatic increase in,the oil reve¬ 
nues produced by the Gulf countries (1976 
surplus estimated at 36 billion dollars) 
could provide Bahrain with a 10 billion 
dollars off-shore market in a full year* 
The pattern of placements of surplus Arab 
OPEC funds with major commercial 
banks in London and New York will 


Singapore which has embarked on a policy of deve¬ 
loping the banking and finance industry into'a major 
sector of its economy has been equated with the Asian 
dollar market by many observers . In June 1976 
total assets and liabilities of the Asian dollar market 
stood at 15 billion dollars . Dramatic increases in Arab 
oil revenues provide Bahrain with opportunities as 
OPEC funds which go to London and New York might 
in future shift to Bcdirain as the market develops there . 
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change, and those represented in Bahrain 
are expected to become the major reci¬ 
pients of funds in future, as the market 
develops and provides the same on-the- 
spot service and competitive interest rates 
as European centres. 

The favourable regulatory climate and 
beneficial taxation regulations which have 
caused major banks to rush to locate 
themselves in Bahrain are as follows: 

(1) No corporate or personal taxation. 

(2) No capital or reserve requirements. 
Profits may be freely remitted. 

(3) Each OBU has to be a fully staffed 
and operating branch—no brass plate 
operations are permitted. 

(4) The annual licence” fee is only 
25,000 dollars. 

(5) All types of banking business out¬ 
side Bahrain may be transacted. Within 
Bahrain, OBUs may deal only with ap¬ 
proved financial institutions in foreign 
exchange and non-Bahraini dinar deposits. 
There is a possibility that OBU participa¬ 
tion in BMA—approved development 
financing for Bahrain will be permitted. 
(BMA means Bahrain Monetary 
Authority). 

(6) Separate accounting will be required 
for OBU and local business, and OBU 
returns required by the BMA are com- 
mendably simple. 

main categories 

An OBU's business will initially fall 
into three main categories: 

(1) The acceptance of deposits, and the 
making of foreign currency loans to non- 
Bahrain residents, including those in the 
Gulf area. 

(2) Foreign exchange dealings with non- 
Bahrain residents. 

(3) Money and exchange dealing with 
authorised banks in Bahrain. 

A key factor in the establishment of 
an offshore market must be control of 
domestic credit, despite funds inflows and 
outflows in the OBU market. To attain 
this objective, the BMA will deal in US 
dollars against Bahraini dinars on a swap 
basis with the fully licensed banks. 

The exchange rates for the swaps will 
be calculated to even out the differentials 
between Euro-dollar and Bahraini dinar 


interest rates; this would eliminate the 
^possibilities of Euro-market attractions 
causing changes in the interest rates or 
volumes of domestic credit, which may 
be contrary to BMA policy at that time. 

One of the fancy new terms often ban¬ 
died about in international financial circles 
today is project finance. There are a 
number of reasons behind the recent 
spectacular growth in so-called “project” 
lending. The major reason is that the 
cost of many of the projects now on the 
drawing board is often beyond the capa¬ 
city of a single government entity or 
bank. 

vast sums required 

A casual glance at some of the projects 
now in the pipeline highlights the vast 
supis of money which will have to be 
raised over the next few decades. Bechtel 
Corporation has estimated that the energy 
industries of the non-Communist world 
will invest 2000 billion dollars between 
1971 and 1985. A recent study by Frost 
and Sullivan reckons that Europe will 
spend 80 billion dollars per annum over 
the next decade on developing its indi¬ 
genous energy resources. 

At the same time, demand for project 
finance, from more traditional sources 
continues. Despite the shipping indus¬ 
try’s present problems, the world order 
book for ship-building amounts to 164m 
tonnes, worth around 50 billion dollars. 
The financial demands of the world mining 
industry, while nowhere near as large as 
those in energy, continue to grow. An 
aluminium mine/smelter complex at Vila 
do Conde in Brazil, for example, will cost 
over two billion dollars. 

Such projects, while technologically 
feasible, present tremendous financial chal¬ 
lenges to the banking community. Many 
of the projects have a limited life and often 
have a low “alternative value”. This is 
an important difference for bankers, who 
traditionally laid heavy emphasis on the 
underlying asset value. In project financ¬ 
ing, however, the underlying asset often 
has little resale value (for example, a North 
Sea pipeline) and as a result the bank has 
to make much more certain that the pro¬ 
ject can pay back the loan from its own 
cash flow. Consequently, the lender's 


risks are somewhat different from tradi¬ 
tional banking risks. 

The first risk in any project is the re¬ 
source risk. The source of supply (oil 
reserves, ore, etc.) may be insufficient to 
meet the project’s requirements during its 
lifetime. 

The second major category of risk invol¬ 
ved in any project is the technological 
one. Normally a completion and perfor¬ 
mance guarantee from an international 
bank will be demanded by the project 
financier. 

The third major risk is the market risk: 
for example, the market price of the ends 
product might fall dramatically; this is 
especially important in commodity-based 
projects. Banks guard themselves against 
this eventuality, normally by arranging 
long term sales contracts at fixed prices, 
or “take or pay” contracts (common in 
refinery and pipeline financing). Under 
the latter technique, the project owners are 
obliged to ship sufficient oil, or whatever, 
from the project so that the banks are as¬ 
sured of a regular cash flow to pay off the 
loan. Failure to do so will still involve 
payment. 

higher-risk finance 

Project finance is considered of higher 
risk than traditional bank lending, and it 
therefore costs more by way of interest 
and fees. It is an important product for 
the contemporary international banker. 
Use of this product, I humbly submit, will 
help expedite oil exploration and other 
large projects in the pipeline in India. 

Currently there is a world shortage of 
capital, for which the developing countries 
must compete with the developed. There 
are two dimensions of this world-wide 
capital shortage, of vital significance to 
developing countries. There is a need to 
develop domestic financial market institu¬ 
tions and to generate and mobilise domes¬ 
tic capita] funds. There is also the need 
to provide suitable international channels 
through which foreign capital may be 
directed towards the developing countries. 
International banking can play a salient 
role in these areas as well as make other 
contributions to the well-being of the 
LDCs. International banks operating in 
LDCs have addressed themselves to fulfill¬ 
ing important development finance func- 
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tions, in addition to pursuing the interna¬ 
tional quest for profit. As the president 
of a major international bank noted, the 
prime function of international banks is 
the creation of “integrated packages of 
capital and know-how to stimulate econo¬ 
mic development on a world-wide scale. 9 * 

special problems 

In the course of servicing the develop¬ 
ment needs of these nations, special pro¬ 
blems are likely to appear, if only because 
of the differing business, social and eco¬ 
nomic philosophies and ways of life espou¬ 
sed in LDCs. From the LDC citizens’ 
viewpoint, the extension of European and 
subsequently American banking operations 
into their lands has had a number of nega¬ 
tive effects. Under the colonial system that 
existed prior to 1950, the overseas expan¬ 
sion of London, Paris and Brussels banks 
resulted in monetary conditions in Europe 
usually influencing those in the colonial 
territories, irrespective of whether such 
conditions were appropriate in the colonies. 
Thus, if interest rates were raised in the 
UK as a result of a rise in the bank rate, 
discount rates would be increased by bran¬ 
ches of British banks operating in many 
parts of the world without necessary re¬ 
ference to local needs. 

A second feature of the international 
banking activities of expatriate institu¬ 
tions has been the retention of stan¬ 
dards and conventions to which the 
banks had become accustomed in their 
home countries. It was because of this 
that industrial finance was unknown 
to banks in British-oriented countries. A 
third feature of the commercial banking 
activities of these traditional international 
banks in the past was that they often con¬ 
centrated on lending to expatriate enter¬ 
prises engaged in imports, exports, or 
extractive industries such as plantations 
or mining. I am happy to say that, after 
the middle 50s, there have been distinct 
policy changes in these areas. 

Independence brought with it many 
changes in the LDCs. Banking ties with 
the former imperial capitals weakened, 
indigenous banks grew rapidly, competi¬ 
tion between expatriate banks of various 
nationalities intensified, and the attitude 
and operations of international banks 
adjusted to the new order. International 
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banks recognised that operating in newly 
established nation-states calls for different 
rules of the game, as compared with doing 
business in colonies. Distinct credit needs 
have been identified in each of the newly 
formed nations. International and indi¬ 
genous bankers operating in LDCs recog¬ 
nised that the financial system is intimately 
bound up with the general programme for 
economic development. 

There are perhaps six major areas in 
which international banking has contri¬ 
buted beneficially to developing countries: 

—Support to the foreign trade sector; 

—Assistance in the development of local 
financial institutions and markets; 

—Facilitating inflows of capital; 

—Promotion of thrift and the saviiig 
habit; 

—Improvement of managerial perfor¬ 
mance in banking; 

—Provision of foreign exchange credits. 


technology, these foreign banks could 
serve an extremely useful role. Obvious¬ 
ly, there are also benefits which accrue to 
the parent countries of international banks: 
the profit ratios are higher, and the loan 
loss rotios are lower, in international 
banking than in domestic banking; the 
contacts with governments, investors and 
the public abroad which these banks deve¬ 
lop, can be fruitfully used for a variety of 
economic purposes; the personnel and 
management development which takes 
place in the international banking stan¬ 
dards as well. 

There is a large number of banks licenc¬ 
ed to deal in foreign exchange in India. 

Not many of these qualify for the label 
“international banks" in the sense in which 
I have been using it. There are however, 
a few Indian banks who have made re¬ 
markable progress in international banking 
in recent years. As at end 1975 there 


There are a few Indian banks which have made re¬ 
markable progress in international banking in resent 
years . As at end 1975 there were eight Indian banks 
with 75 branches overseas and deposits of Rs 651 crores . 
The Bank of Baroda opened its first overseas branch 
in 1953 . Today it has 42 overseas branches . State 
Bank of India, among others, has well thought out 
plans for expansion of international business • 


I have so far spoken of the role of 
international banking in developing count¬ 
ries in general. To this august audience, 
I need not labour the point that the term 
“Developing Countries 99 includes a highly 
variegated spectrum, whether in respect of 
per capita income, financial sophistication, 
technological base, or local resource 
availability. Some developing countries 
are major exporters of capita], others are 
yet to establish any indigenous banking, 
some others need to import industrial and 
manual labour. Generalisations about 
developing countries are therefore valid 
only at a tentative level and it is necessary 
to look at each particular case indivi¬ 
dually. 

I spoke earlier of the benefits which 
may derive to the country which hosts 
foreign international banks. As multina¬ 
tional companies, a$ promoters of inter¬ 
national trade, as importers of a cerebral 
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were eight Indian banks with a total of 
75 branches overseas. The end-75 total 
deposits at these overseas branches were 
651 crores of rupees, or over 600 million 
dollars. Some, most notably the State 
Bank of India, have ambitious and well 
thought out plans for further expansion of 
international business, both by way of 
opening more branches abroad, and by 
way of improved handling of major inter¬ 
national transactions of their Indian 
clientele. 

Although time will not permit my going 
into details of Indian banks* expansion 
overseas, no reference to such expansion 
can be complete without a tribute to the 
late Mr N.M. Chokshi, and the Bank of 
Baroda. The Bank of Baroda opened 
its first overseas branch in 1953. The 
bank’s overseas expansion was pioneered 
under the stewardship of Mr Chokshi, and 
such expansion has continued. It today 
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has 42 overseas branches, the highest 
number of any Indian bank. 

These banks expanding overseas will 
undoubtedly bring substantial benefits to 
India, and those of us who represent 
foreign international banks will weloome 
them to our “Club”. 

In India, we have a long tradition of 
banking and financial markets. The ex¬ 
change, Import and other controls which 
were necessary in the last thirty years have 
not allowed the Indian financial markets* 
sophistication to keep pace with their 
counterparts in Europe, America, Singa¬ 
pore, Hongkong or Japan, but the basic 
skills are here and hence such sophistica¬ 
tion could be developed very rapidly. India 
has been an importer of capital, and is 
likely to remain a net importer, but there 
are also potential and plans here for in¬ 
creasing export of capita] in the immediate 
future. Several large projects have been 
established and partly because of the off¬ 
shore oil finds, many more large ones are 
in the offing. The heavy industry establish¬ 
ed over the last thirty years cannot survive 
on the domestic market demand alone and 
in any event India must export to survive. 
The country has a good reputation for 
foreign debt servicing and repayment, 
although little use has been made of this 
to raise loans in internatioal financial 
markets. 

Against this backdrop, which interna¬ 
tional banking services are suitable for 
India, and which should be developed to 
meet the future needs of the Indian 
economy ? 

well established products 

I would suggest that three well establish¬ 
ed products of international banking need 
to be developed further and put to greater 
use : 

—project finance packages, including 
syndicated loans, syndicated guaran¬ 
tees, etc; 

—loan issues in the international finan¬ 
cial markets; 

—medium term credit for Indian capi¬ 
tal goods exports and foreign capi¬ 
tal goods imports into India. 

These products could be further deve¬ 
loped by both the foreign international 
banks in India and also by those Indian 


banks which are rapidly emerging as 
international banks, and about whom I 
spoke earlier. 

In the fight of the overall reputation 
and basic strength of the Indian economy, 
the large projects envisaged here and 
abroad by Indian entrepreneurs both in 
the public and private sectors, and the 
large capital goods exports planned, it 
may be well for India also to think in 
terms of international banking products 
which are not now readily available here, 
but which will be needed in the coming 
decades. For example, should the inter¬ 
national banks not be used increasingly as 
“honest Joe brokers” to find partners for 
Indian joint ventures abroad, and to find 
overseas buyers for Indian capital goods? 
Should they not be used increasingly as 
advisers to improve the sophistication of 
Indian money and security markets? Most 
importantly, should not the existing Indian 
expertise, .contracts and reputation be 
used to create an ofT-shore banking centre 
in India, say kt Bombay? Indian residents 
abroad, whose savings remitted to India 
already total over two hundred million 
dollars, could provide the starting base. 

strong competition 

As I said earlier, Bahrain is the latest 
off-shore banking centre. It fits neatly in¬ 
to the time differential between London 
and Singapore, which is an advantage in 
exchange trading, but is not the sole 
criterion for locating off-shore banking 
units. The United Arab Emirates Cur¬ 
rency Board has announced its intention 
to licence off-shore banking. Cairo and 
Teheran are considering the establishment 
of OBUs. Casablanca, as the home of the 
proposed Arab Monetary Fund, is also a 
likely contender. Prima facie it appears 
that there will be a lot of competition to 
attract offshore banking business. Never¬ 
theless, OBUs will thrive where there is 
assurance of their profitability, which 
would depend upon: loan demand; supply 
of funds (dependent upon international 
faith in the OBU ‘name$i as also in the 
host country); and a cost structure which 
would minimize “handling costs” (depen¬ 
dent upon infrastructure of skills, commu¬ 
nications, laws, taxation rates, etc.). 

I would venture the view that sufficient 
of the preconditions of OBUs* success exist 


in India to warrant a methodical examina¬ 
tion of the feasibility. We would also 
need to consider, however, whether India 
is willing to put through the necessary 
changes in taxation, in money market 
structures, in exchange control laws, e c. 
In any event, with the comfortable 
foreign reserves flow attained by India, the 
time has surely come for us to think of 
foreign funds management rather than 
controls. The important fact about India’s 
international trade today is the rapidly 
growing export value. As any business¬ 
man knows, improved cash inflows require 
funds management or else idle balances 
will accumulate. Such funds management 
would include not only making the maxi¬ 
mum profit from surplus balances but 
also using the cash flow to finance selected 
long term investments. 

rethinking on policies 

Mr president, ladies and gentlemen, I 
submit that in the last three decades, 
India has achieved much of all that Seth 
Walchand had dreamed about. Our 
dreams for the future now need to include: 
greater overseas expansion of Indian 
banks, “take-or-pay contracts”, interna¬ 
tionally syndicated credit, ofT-shore bank¬ 
ing, and also greater use of foreign inter¬ 
national banks. And, if any of the exist¬ 
ing policies of controls, taxation and dis¬ 
crimination against foreign enterprise do 
not suit our vision, I am sure that great 
visionary Seth Walchand would have said, 
“Let us now re-think those policies”. 

r -> 


Announcement 

M/s. Saurabh Pustak Bhandar, 
Ahmedabad, have been appointed 
as our Subscription Agents. 
Necessary enquiries may please 
be made to 

Saurabh Pustak Bhandar 

615, Relief Road, First Floor, 
Near Calicodome, 
AHMEDABAD-380 001 
Phone No. 31230 
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POINT OF VIEW 


Productivity changes in selected 

R. E. Benjamin industries in Tamil Nadu 


On conducting a study of the four Industries in Tamil Nadu, namely 
cement, sugar, fertilisers and cotton textiles, by adopting two 
different approaches, the author who is a research scholar in the 
School of Social Sciences, Madurai University, has come to the 
conclusion that productivity in all the four industries has increased 
during the period 1962 to 1971. 


Regional industrial development has to 
make a substantial contribution to the 
overall economic growth of the country. 
Four important industries from Tamil 
Nadu region have been selected in this 
article for a special study on productivity. 
These industries are sugar, cotton textiles, 
chemicals (including fertilizers) and 
cement. Each of these four industries is 
important from the economic point of 
view. Cement industry of Tamil Nadu 
has been the biggest producer of cement 
in the country. Sugar industry produces 
both for the home and foreign markets; 
the latter has grown in importance in 
recent years owing to special accent on 
export of sugar. Fertiliser happens to be 
a vital input for increasing agricultural 
output. Cotton textile industry has the 
responsibility to supply one of the basic 
needs for the common man. In output 
and manpower utilisation it ranks highest 
among industries in the state. The total 
output of these four industries measured 
in money terms accounted for about 40 per 
cent of the total output of all industries in 
Tamil Nadu in 1962, which is taken as the 
base year for this study. 

overall efficiency 

The term productivity can be used to 
express overall efficiency with which an 
industry functions. Yet a study on pro¬ 
ductivity is not to be treated as the same 
as a study on efficiency of an industry in 
toto. Though the choice of a factor may 
depend upon the purpose of an enquiry, 
still the measurement of productivity is 
generally reckoned in terms of labour. 1 
Here, productivity is spoken in terms of 
industrial efficiency with respect to labour. 


The ratio of output of the commodity to 
the input of the factor is the measure of 
productivity in relation to that particular 
factor of production. Productivity there¬ 
fore means the physical volume of output 
attained by manhour. In this study the 
above approach has been used as the norm 
for measurement of productivity. 

two modifications 

The period chosen for this study is from 
1962 to 1971 which roughly corresponds 
to the country’s second decade of develop¬ 
ment. The data source for the study is 
the Annual Survey of Industries. 8 The 
data represents the whole of factory 
sector, which includes census and sample 
units, in other words, all factory units, 
big and small, which are being run in an 
organised manner. Two modifications in 
the data had to be necessarily done to 
make them suitable for this type of 
analysis. One is to convert the man-years 
into man-hours by multiplying the latter 
by 8 x 26 x 10 (@ 8 hours a day, 26 days 
in a month and 10 months a year). Physi¬ 
cal output not being available, the next 
thing would be to correct the mone¬ 
tary value of output into a suitable 
value, at 1961-62 prices in '000 rupees. 
This is obtained by deflating the monetary 
value by wholesale price indices of the 
respective commodities. This would 
almost be similar to using physical output 
data and thereby making our productivity 
estimates reliable and authentic. Three 
time points have been chosen, 1962, 1966 
and 1971 and the period from 1962 to 
1971 has been divided into two as period 
I and period 11 at 1966. This would be 
convenient for comparing the two periods. 


The current year of period I will become 
the base year of period II. 

For estimating productivity, two main- 
approaches have been used. 8 The two 
formulae used, which will be given later, 
are based on these approaches. The first 
approach is to find out, by using the Unit 
Labour Requirement (ULR)* of the 
current period, how many man-hours in 
the current period are needed to produce 
the base output. The second approach is 
to find out, by using the Unit Labour 
Requirement of the base period, how 
many man-hours in the base period wpuld 
be needed to produce the current output. 
If productivity has increased, then accor¬ 
ding to formula I, the index should be 
less than 100, and according to formula II, 
the value of the index should be more 
than 100. 

First approach : To find out producti¬ 
vity indices by the first approach, the 
following formula is used. 


Lb 

ULR C - Current Unit Labour 
Requirement 
Yb = Base year output 
Lb = Base year labour input 
Table I 

Productivity Indices by Formula I 


Industry Period I Period II 


Sugar 

91 

88 

Cotton textiles 

90 

71 

Chemicals 

92 

75 

(including fertilisers) 



Cement 

68 

113 


During period I, in all the above in¬ 
dustries there has been an increase in 


•Unit Labour Requirement is the amount of man¬ 
hours required for producing one unit of 
output. 


EASTERN ECONOMIST 


993 


MAY 27. 1977 




productivity—the degree of increase at* 
tained by these industries except cement 
appears to be uniform. In the case of 
cement, there seems to be a greater 
increase in productivity which is 
marked and significant. Again in period 
II, there has been a similar increase in 
productivity in all the four industries 
except cement. This period seems to 
have been especially unfavourable to 
cement industry, since its productivity 
has actually fallen. This fall in pro¬ 
ductivity could have been caused by 
structural distortions, bottlenecks in the 
supply of raw materials, change in govern¬ 
ment policy or cost escalations. In this 
study, details of such causes were not 
gone into, but there is evidence to show 
that such causes have plagued this indus¬ 
try in period II. 4 

Second approach : To find out pro¬ 
ductivity indices by the second approach, 
the following formula is used. 

ULR T b * £ xioo 

Lb 

TJLRc = Base year Unit Labour 
Requirement 
Y c = Current output 
Lb = Base year labour input 

Table II 

Productivity Indices by Formula II 


Industry 

Period I 

Period II 

Sugar 

162 

113 

Cotton textiles 

110 

141 

Chemicals 

122 

133 

(including fertilisers) 


Cement 

151 

89 


As seen from the above table, in 
period 1, there has been an increase in 
productivity in all industries. Cement and 
sugar industries have secured higher pro¬ 
ductivity increases than the other two. 
Similarly during the succeeding period 
also, all industries except cement have 
secured productivity increases. In cement 
industry, during period II, there is a fall 
in productivity. This result coincides with 
the earlier result arrived at by a different 
formula. This empirical result is the 
outcome of some unfavourable factors 


^operating in the industry during period II. 
These factors were responsible for a rising 
cost of production but in combination 
with a restricted output. This has natu¬ 
rally resulted in a fall in productivity in 
cement industry. 

In the final section, an attempt has been 
made to find out how aggregate produc¬ 
tivity of the four industries taken together 
has moved. The same two formulae have 
been generalised in this case as: 

Formula I : 


the summation extends over four indus¬ 
tries for j = l, 2,3 & 4. 


Table III 

Indices of Aggregate Productivity 




Period I Period II 

Formula I 

all four 
industries 

93 

73 

Formula II 

-do- 

113 

137 


' 4 

2^ (ULR'xY*) 


4 

2 

j-1 


j 


X100 where 


the summation extends over the four in¬ 
dustries for jm 1, 2, 3 & 4. 

Formula II: 


4 

2 

j=l 


(YLRj, x Yj ) 


4 

X 

j = l 


X100 where 


In both periods, results obtained by the 
two formulae show that aggregate pro¬ 
ductivity of the four industries has in¬ 
creased. It may therefore be concluded 
that the overall efficiency of these indus¬ 
tries has not suffered any setback during 
the chosen period in the Tamil Nadu 
region. 
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Persons who have become liable to TAX for the first time this year 
are required to apply for the allotment of a PAN by 31st May, 
1977. Even persons whose total income is below the taxable 
minimum but whose business turn over/receipts are likely to 
exceed Rs. 50,000 during the accounting year must apply for 
allotment of a PAN before the close of their accounting year. 

To enable us to serve yon better 
REMEMBER TO QUOTE YOUR PAN 
on all 

■ your tax return (s) 

■ correspondence with Income-tax 
authorities 

■ challan (s) for tax purposes 

You must intimate any change in your 
address or in the name and nature of your 
business to the Income-tax Officer. 

NON COMPLIANCE WITHOUT REASONABLE CAUSE ENTAILS A PENALTY UPTO Rs. 500 


Where to apply for allotment of PAN 

The application, in form No. 49A, should 
be made in duplicate to the Income-tax 
Officer specially appointed for this purpose 
by Commissioner of Income-tax, or to the 
Income-tax Officer having jurisdiction to 
assess the applicant. 
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Living with currency floating 

Dr Heinz R. Wuffli 


Floating triggers a new economic constellation, with adaptations at the 
various levels of business, finance and government Contrary to the 
expectations of some academic circles, the large-scale and volatile 
fluctuations of exchange rates still remain In evidence some four 
years after the onset of floating. The strain placed thereby upon 
internationally expedient capital flows cannot be Ignored. Since 
the private sector has to safeguard against currency shifts, the banks 
are confronted with considerable customer demand for forward 
exchange operations and a greatly changed situation with regard to 
short-term foreign exchange balances . Here Is an abridged 
version of an address on the subject by Dr Heinz R. Wuffli, newly 
appointed president of the General Management of Credit 
Suisse, at the Institute of Banking and Finance in Singapore on 
January 25 , 1977. The decision on surveillance of exchange 
rates taken by the International Monetary Fund (IMF) appears In the 
Records and Statistics section In this issue. 


One of the most significant developments 
in recent years has surely been the grow¬ 
ing recognition that floating has by no 
means proved the miraculous panacea it 
was presumed to be by many economists. 
On the contrary, a new economic constel¬ 
lation with many negative aspects is 
emerging, the implications of which are 
only discernabie in rough outline as yet. 
The process of adaptation has already got 


adjustment which in turn tends to largely 
justify, after the event, the previous rate 
developments. Countries with weak cur¬ 
rencies are thus in danger of slipping into 
a vicious circle of plummeting exchange 
rates and galloping inflation, in that the 
declining external value of the currency 
fuels inflation via rising import costs. 
Conversely, the tarnished international 
competitiveness of hard currency countries 
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underway at the various levels of business, 
finance and government, though it is still 
far from being completed. 

The large-scale and volatile fluctuations 
which have affected exchange rates from 
the very beginning of floating four years 
ago remain in evidence today. Actually, 
distinctive bull and bear markets have 
emerged for individual currencies, with 
the scale and duration of movements far 
in excess of that customary on the stock 
exchanges for example. This reflects the 
fact that changes in foreign exchange 
quotations trigger a process of economic 


is being considerably mitigated by their 
low rates of inflation. 

In response to the instability of such 
a system, it is often argued that the de- 
cliae of a currency, as for instance that 
of the pound, is largely the result of in¬ 
sufficient economic discipline in the 
country concerned. Though this claim is 
not quite unfounded, one should never 
forget that it is impossible to redress past 
economic misdemeanours or to implement 
fundamental structural changes without 
a great deal of sacrifice. If, in addition to 
the initially adverse development of the 


trade balance, pressure on the currency is 
also intensified by capital outflows, the 
situation may require economic policies 
of so restrictive a nature as to exceed the 
limits acceptable in a modern democracy. 

In this context, the strain placed by the 
increased monetary uncertainty upon 
internationally expedient capital flows 
cannot be ignored. Much greater interest 
differentials are now necessary in order to 
preserve willingness to hold assets in 
relatively weaker currencies. In fact, the 
interest rate differential amongst the 
industrialized countries has never been so 
high as it is today. It may well be that 
these discrepancies correspond, by and 
large, to dissimilar rates of inflation in the 
countries concerned and fulfil to a certain 
extent the pre-conditions for equilibrium 
on the foreign exchange market. Precisely 
in the British case, however, where the 
country's deficiencies in foreign trade can 
be traced back to some fundamental 
weaknesses in the export industry, an 
investment-inhibiting monetary policy 
is not a very happy solution over the 
long run, not to mention the fiscal 
burden to which both private persons and 
companies are subject. 

hedging against shifts 

Many of the above problems reflect the 
necessity that the private economy come 
to terms with floating exchange rates. 
Under present conditions, it has often 
become difficult even to predict the direc¬ 
tion in which exchange rates will develop; 
in addition, fluctuations can now assume 
previously unthinkable proportions. As 
business can only afford to run such risks 
within very narrowly defined limits, it 
follows that they have to safeguard 
against currency shifts through more 
frequent hedging operations. 

Previously, a country’s export industry 
was largely able to avoid exchange rate 
risks by invoicing goods in their own 
currency. But in the light of the changed 
climate on the international markets, it is 
no longer possible to do this ou the same 
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scale as before. In order to maintain their considerable customer demand for for- the payments balances of many countries 
competitiveness, exporters are increasingly ward exchange operations and foreign remarkably well and have shown a high 
being compelled to comply with the pur- currency loans. As over nine-tenths of level of flexibility and adaptability, 
chasers’ wishes by invoicing in foreign their balance sheet totals consist of Depending on the domestic supply and 
currencies. The effect of this is to increase nominal assets and liabilities, they are demand of funds, substantial amounts of 
the volume of exporters’ foreign exchange at the same time particularly dependent dollars were taken up or lent on a short- 
claims and with it the problems concern- on balanced foreign currency positions, term basis, for the most part with no 
ing the hedging of these amounts. One Hence, the banks can only consider exchange rate cover. Banks in various 
alternative for the company in question granting credits or making investments countries thus used to hold considerable 
is to cover every single currency balance in foreign currencies if they are in pos- amounts of unhedged dollar assets as 
on the forward foreign exchange market, session of correspondingly denominated secondary liquidity, since these funds. 
Assuming a constantly high volume of customer funds or are able to cover them- which bore relatively attractive interest 
transactions, however, exporters may selves through swap operations. Sympto- rates, could be converted into local cur- 
themselves choose to incur debts in the matic in this connection are the Euro- rency by the central bank at the fixed 
same currencies as the claims. This dollar issues floated last year for the first official minimum exchange rate. Nowa- 
gtneral form of hedging, which has time by Credit Suisse and the Union days, foreign exchange remains easily 
become more and more popular of late, Bank of Switzerland. Naturally, the banks tradeable, though at a price virtually 
is in fact highly complex and involves are also faced with a greatly changed impossible to determine in advance, 
thorough analysis of the companies' cur- situation with regard to short-term foreign Accordingly, the banks' hedging opera- 
rency positions by amounts and matuii- exchange balances. tions and foreign investments in their own 

ties, and their development within the Prior to the introduction of floating, the currencies have increased in significance, 
framework of the marketing structure. Eurodollar market and its younger with a corresponding decline in uncovered 

brother, the Asian dollar market, served, positions. This is unquestionably a healthy 
hard hit multinationals by and large, as a reservoir of liquidity development, compensating to a large 

Floating exchange rates have had a on an international level. Contrary to all degree for the general increase recorded 
particularly hard impact on multinational expectations, these markets were able to In foreign operation risks. But it also 
corporations, which operate manufactur- wa ‘ her thc oil crisis and distortions in indicates the banks very limited willing- 

ing plants in many different countries. 

This is reflected by the host of conflicting 
opinions as to which balance sheet items 
of the foreign subsidiaries require hedging. 

One method of tempering foreign 
exchange risks is to acquire additional 
hard currency assets by exporting to such 
countries from foreign subsidiaries pro¬ 
ducing in inflation-prone areas. Of far 
greater significance, though, is the frequent 
practice whereby foreign subsidiaries 
contract debts, as far as possible, in their 
local currency. 

The price for the cover thus obtained 
is, of course, usually paid in the form of 
higher interest,rates. Here, due care must 
be taken to achieve a balanced ratio 
between estimated risks and costs. Interest 
rate levels are still often accorded over¬ 
much significance, notwithstanding the 
fact that the advantage of low interest 
rates can be eaten up relatively easily by 
exchange rate shifts. In consequence, 
before stepping up medium or longer- 
term debt in hard European currencies, 
isuch as the Swiss franc or the German 
mark, a company should be fully aware 
pf the risks involved. 

The banks are thus confronted with 
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ness to accommodate possible peaks of 
supply and demand in specific currencies 
by adjusting their own balances. 

Trends on the foreign exchange markets 
are therefore basically determined • by 
the non-bank sector—-a fact which can 
unleash highly volatile fluctuations. Ex¬ 
perience has shown that export companies 
and foreign importers tend to sell or buy 
currencies forward as soon as the latter 
show signs of weakness. Private investors, 
too, render no substantial contribution to 
the stabilisation of the market, preferring 
in most cases to make investments in hard 
currencies, as even substantially higher 
interest income is poor compensation 
for potentially heavy exchange rate 
losses. 

specific targets 

Against this background, it is obvious 
that the authorities cannot exclusively 
mould monetary policy in tune with the 
needs of the domestic economy. A whole 
host of countries, including the United 
States, W. Germany and Switzerland, have 
of course set themselves specific money 
supply targets. But in export-oriented 
countries, particular attention must be 
simultaneously devoted to the develop¬ 
ment of the exchange rate, with the pos¬ 
sibility of serious friction emerging 
between the twin objectives of domestic 
and external economic stability. Since the 
commencement of floating in 1973, 
central bank interventions on the foreign 
exchange markets have swelled to an 
unusually high overall volume of $150 bn, 
which many countries will not be able to 
maintain very much longer. In the case 
of weak currency countries, intervention 
and foreign borrowings provide but 
temporary relief, as they rapidly deplete 
monetary reserves, increase the burden of 
foreign debt, and eventually worsen the 
payments balance via the cost of debt 
servicing. 

The opposite problems occur in 
hard currency countries, where the situa¬ 
tion is also complicated by the fact that 
foreign currency purchases by the authori¬ 
ties tend to increase both the monetary 
base and liquidity on the domestic money 
markets, which in turn may easily lead 
to higher inflation and jeopardise govern¬ 
ment stabilisation policies. All this is a 


yery inexact science, especially if one 
makes allowance for the political hopes 
and fears affecting exchange rate develop¬ 
ments. In trade, as in capital payments 
transactions, there is thus unfortunately 
an increasing tendency today to fall back 
on restrictions. Certain weak currency 
countries are tightening up the acquisition 
of foreign exchange against domestic cur¬ 
rency, placing restrictions on borrowings 
by foreigners in the currency in question 
and speeding up the repatriation of 
foreign currency receipts derived from 
export transactions etc. On the other 
hand, hard currency countries are com¬ 
pelled to implement monetary defence 
measures against the influx of foreign 
funds, as for instance an interest ban, and 
even to impose negative interest rates for 
new foreign-owned deposits, restrictions on 
forward sales of local currency to for¬ 
eigners, as well as a ban on the raising of 
funds abroad by commerce and industry. 

source of concern 

As long as the development of the ex¬ 
change rate remains a source of concern, 
there may be some justification for such 
innovations. But in economics there is no 
such thing as an advantage which is free 
of disadvantages. Hence, it is impossible 
to ignore that these measures are making 
it more difficult for industry to hedge 
against exchange rate fluctuations. What's 
more, this combination of restrictions and 
floating pushes up margins in foreign 
exchange trading. Such increases are 
justified, for the more erratic exchange 
rate fluctuations and the resulting day-to- 
day risks in foreign exchange operations 
have swelled the banks' costs. 

The upshot of this tendency towards 
increased use of restrictions is a less effi¬ 
cient foreign exchange market. In weak 
currency countries, government measures 
tend to considerably reduce the banks' 
operational freedom in foreign exchange 
dealings. But in the opposite case, too, 
adverse effects can be ascertained. Whereas 
in the period immediately following the 
introduction of floating, the increased 
coverage requirements of business drove 
up the volume of forward operations to 
a level approaching that of the spot 
market, it has since then contracted 
markedly, due to governmental restrictions 


in various countries. The narrower market 
occasionally makes large-scale transactions 
difficult, while costs can climb rapidly 
whenever there is a one-sided demand for 
hedging operations. In the present un¬ 
certain currency situation, such disadvant¬ 
ages are no trivial matter. For this 
reason, the authorities often lean to 
palliative interventions, either bringing the 
central bank directly into forward foreign 
exchange operations, providing exchange 
rate guarantees on international capital 
transactions or compensating for cost 
escalations on export contracts in national 
currency. Such assistance may be very 
welcome to those who directly benefit, but 
this does not reduce its dubious character, 
detrimental to the development of inter¬ 
national trade. It is yet another proof of 
the time-honoured precept that restrictions 
usually spawn a continual flow of new 
offspring—legitimate and illegitimate. 

In sum, floating has revealed itself a 
highly problematic system. There are 
naturally no miraculous solutions to the 
present worldwide monetary disorder and 
the only way out seems to be the long 
winding road which leads the western 
industrial countries back to economic 
policies aiming at external equilibrium and 
stable domestic prices. The ironic aspect 
of the whole is that these are precisely 
the preconditions for a well-functioning 
fixed-exchange rate system. It can by no 
means be excluded that we turn full circle 
and move towards a more stable world 
monetary order, but this will certainly 
require a very long time. « 

timely warning 

For the moment, efforts must be 
concentrated on heading off the dis¬ 
tressing movement towards increasing 
exchange restrictions and avoiding a 
development which could well plunge 
the world economy again into a 
serious and long-lasting crisis. In fact, 
there are reassuring signs that the res¬ 
ponsible authorities at the major central 
banks are well aware of this danger. The 
more the central banks are able to retain 
their independent legal status vis-a-vis the 
government, the better they will be equip¬ 
ped to fulfil their responsibilities to pro¬ 
vide stability and pursue more sober 
monetary poUicies. 


EASTERN ECONOMIST 


998 


MAY V, 1977 



WINDOW ON THE WORLD 


Industrial progress in Iraq Hardev Singh 


Iraq is trying to strike a balance between the immediate need for light 
consumer industries and the long-term development of heavy Industries 
for self-sustained growth . As these industries require advanced 
technology , considerable emphasis is being placed on training of cadres 
In various fields both at home and abroad . 


Soon after gaining control of Iraq’s desti¬ 
nies on July 17, 1968, the revolutionary 
regime set about the task of nationalising 
the country’s biggest natural resources— 
oil and sulphur. This not only eliminated 
the main threat to Iraq’s independence but 
cleared the way for a programme of planned 
industrial growth in line with the Arab 
Baath Socialist Party’s philosophy of deve¬ 
lopment. The result was that while during 
the 1964-69 Plan period the rate of growth 
in the industrial sector fell far short of the 
targeted rate of 10 per cent, the next five- 
year Plan saw the growth rate rise to 18.7 
per cent, which was considerably higher 
than the target fixed in the Plan. 

At present oil is the base on which the 
country’s economic growth rests. The 
current five-year Plan aims at the maxi¬ 
mum expansion of mining industries such 
as the extraction of petroleum and natural 
gas, and increasing oil refining capacity. 
Two big oif refineries are being set up with 
an annual capacity of 15 million tonnes of 
petroleum each for export. Gas treating 
units are also proposed to be expanded. 
Big expansion plans are afoot in the field 
of petrochemical industries. 

petrochemical complex 

A number of phosphate and nitrate 
fertilizer schemes have been sanctioned 
and work on them is being accelerated. 
Two petrochemical projects in the 
south of Iraq, one with a capacity of 
120,000 tonnes of PVC and ethylene 
and other with a capacity of 70,000 
tonnes of synthetic materials used 
principally in the manufacture of fabrics, 
have already been taken in hand. A giant 
fertilizer project, one of the biggest in the 
world, will be ready in 1979, a year before 
the completion of the current Plan, in 
Basrah. Work is also proceeding on an 


iron and steel plant at Khor Al-Zubair, in 
Basrah. Integrated planned development 
takes into account proper geographic dis¬ 
tribution of big industry in the country as 
a whole and encouragement of local small- 
scale industries and crafts in different parts 
of the country. 

balanced growth 

Iraq is trying to strike a balance between 
the immediate need for light consumer 
industries and the long term development 
of heavy industries, being the prerequisite 
of any sell-sustained economic growth. At 
present the state organisation for engineer¬ 
ing industries looks after the activities of 
ten specialised industrial companies in the 
public sector. These are: (1) The state 
company for mechanical industries in 
Iskandariyah, which manufactures agricul¬ 
tural implements, tractors, tools, equipment, 
nails and screws; (ii) The state company 
for electrical appliances, which manufac¬ 
tures transformers, electric motors, fans 
and various lighting appliances and bulbs; 
(iii) The state company for batteries, pro¬ 
ducing various kinds of batteries; (iv) The 
state company for automotive industries, 
which assembles and produces vehicles and 
trucks; (v) The state company for steel 
pipes, at Basrah, which produces large 
diameter pipes for transport of oil and 
water; (vi) The state aluminium company, 
at Thiqar, which produces aluminium 
sheets and slabs; (vii) The state company 
for wire and cable production, producing 
various kinds of copper and aluminium 
cables; (viii) The industrial complex at 
Diyala, which produc.s electric meters, 
electric irons and plugs; (ix) The state 
company at Khor Al-Zubair, producing 
iron rods and angles, (x) The National 
equipment marketing and maintenance 


company, which specialises in after-sale 
service works covering various products of 
affiliate companies of the state organisa¬ 
tion. 

What makes the work of all these indus¬ 
tries particularly distinct is that they are 
not traditional industries which could start 
from a certain background such as textile 
or cement industries. In the cafe of engi¬ 
neering industries, the start was from a 
scratch. These highly sophisticated indus¬ 
tries require advanced technology, mass 
production and large capital investment, as 
they have to plan for wide markets abroad. 
This has led Iraq to pioneer the idea of 
Arab coordination in this field. As a 
result, the Arab Federation of Engineering 
Industries was established with its head¬ 
quarters in Baghdad, as well as the Engi¬ 
neering Industries Institute wh ch is solely 
concerned with research and studies. 

state trading 

The State Trading Organisation for Pro¬ 
duction Goods (STOPG) plays a significant 
role in the implementation of the national 
development plan. The STOPG under¬ 
takes the supervision of the activities of 
companies belonging to it so far as matters 
related to transportation, packing, storage, 
classification and distribution are concern¬ 
ed, in order to guarantee a regular How of 
imported goods or domestic production to 
end-users. The organisation has six affiliate 
companies, namely the general automobile 
company, the state machinery and equip¬ 
ment import company, the central company 
for the import of steel and timber, the 
state company for the import of construc¬ 
tion materials, the state company for the 
import and distribution of chemicals 
and the state company for the import 
and distribution of equipment and 
hand tools, which was established re¬ 
cently. 

These companies deal with the import 
and distribution of various goods and 
equipment such as cars and their spare 
parts, steel and timber, water pipes,- agri¬ 
cultural machinery and spare parts, ovens 
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and furnaces, chemicals, paints, fire fight¬ 
ing appliances, sanitary equipment, hand 
tools and various other materials and 
appliances which are used in production 
processes of industries. 

This organisation also estimates the 
market demand for various goods and 
equipment. Estimates are based on the 
volume of anticipated sales and the appro¬ 
priations for investment allotted to various 
industries in the national investment 
budget. When some of the goods traded 
by the organisation are locally manufactur¬ 
ed or assembled, wholly or partly, these 
are also taken into consideration in estimat¬ 
ing the actual import needs of equipment. 
In dealing with various foreign sources, 
the organisation applies only standards of 
quality, reasonable prices, slipping time 
and reputation of exporters in selecting 
any particular source against an alternative. 
The only exception are the countries black¬ 
listed by the Arab Boycott of Israel 
Bureau with which the organisation does 
not deal. 

accent on training 

Considerable emphasis is being placed 
upon training of national cadres in 
various fields of engineering and industrial 
technology. Apart from sending trainees 
abroad, there are four specialised voca¬ 
tional training centres attached to the 
STOPG at Khor Al-Zubair, Diyala, Thiqar 
and Iskandariyah. Plans are always review¬ 
ed to develop training programmes further, 
to be able to achieve targets in specific 
fields. A social service training and educa¬ 
tional centre was established recently to 
undertake the basic task of preparing 
capable technicians. The centre has so 
far organized a training course for female 
vocational trainers, followed by a course 
for female social centre managers. Specia¬ 
lised courses are soon to be organised for 
children and women care, social research 
and statistics and store-keeping. The 
aims of the centre are primarily 
to improve the scientific and technical 
background of personnel engaged in 
various fields of activity. In the field of 
research and statistics, the data compiled 
and analysed are to be utilised in pros¬ 
pective educational programmes, with a 
view to enhancing professional capa¬ 
bility. 
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The prims minister is 

scrupulously on guard against a perso¬ 
nality cult growing around him. Thus, at 
his resent press conference, he readily ex¬ 
plained that one reason why there was a 
crowd, big or small, at his place in the 
mornings when he went out to greet visi¬ 
tors was that many of them were simply 
curious. Many of them, he said, were 
those who had come to spend a few days 
in the capital, seeing sights of which the 
prime minister was presumably one. The 
attraction, in other words, was not Mr 
Morarji Desai, but the man who hap¬ 
pened to be prime minister. Some of us 
might feel that Mr Desai was being too 
modest. Hitherto most of the public has 
been seeing Mr Desai through other 
politicians 9 eyes—and a great many pairs 
of those eyes were obviously jaundiced. 
For the first time, perhaps, in his chequer¬ 
ed political career, Mr Desai has been 
able to win nation-wide admiration and 
esteem. Consequently, large numbers of 
ordinary men and women now want to see 
for themselves the kind of man he is and 
are no longer content to see him as other 
politicians used to see him. There is 
therefore a lot more than mere tourist 
interest in the morning gatherings on the 
lawns of the prime minister’s residence. 
All the same, Mr Desai is quite right in 
nipping in the bud on each and every 
occasion any incipient tendency towards 
hero worship. The nation has not much 
to thank Mr D.K. Borooah for, but it 
can be grateful to him for his “Indira is 
India”, which has exposed the personality 
cult to eternal ridicule. 

Like individuals, parties too could be 
deified. This is why I am not altogether 
unhappy that, before the Janata parly is 
tempted to regard itself as a force of 
nature or a tool of destiny, it has started 
discovering that it is no more and no less 
than a political party which has been 


placed in the seat 0 / power by an electo¬ 
rate which has the inherent right to decide 
who governs the country or how the 
country is governed. The squabbles over 
spoils, actual or prospective, have under¬ 
lined the fact that the Janata leaders—or 
most of them-are politicians first and 
last and that, like all politicians, they 
would also like to make patriotism pay. 
Even so they are the best politicians the 
country has—their Congress opponents are 
either criminals or associates or accomplices 
of criminals or accessories before or after. 

At the time of writing, it does not 
seem as if the electorates in the states 
concerned would be voting for the 
Janata party out of any great moral 
fervour. They will be voting for this 
party, first because they would naturally 
like to consolidate the good work they 
themselves had done at the election to 
Lok Sabha. Secondly, fear and hatred of 
the Congress party and its gangster-chief¬ 
tains cannot have disappeared from or 
even weakened in the communities still 
licking their wounds of the emergency. 
In the third place, the Congress has 
become habituated to electioneering in 
the luxury of .office, its power, privileges 
and perquisites. 

Incidentally, one reason 

why so many Congressmen are buzzing 
around Mrs Gandhi like flies around a 
rotting cake of gur is that she is reputed 
to be sitting pretty on the biggest surplus 
of party cash inthehistoryof the financing 
of Congress politics. How much of that 
cash would be actually released for the 
Congress gamble in the state elections is 
anybody’s guess. Omar Khayyam was 
not always a romantic—he had his lucid 
moments: 

“Ah, take the Cash in hand and waive 
the Rest; 

Oh, the brave Music of a distant 
Drum!”. 


MOVING 
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Tbe prospects, then, are that the Janata 
party will be securing comfortable majo¬ 
rities in the Hindi belt, may emerge as the 
largest single party in West Bengal and 
Orissa and. with luck, could win by a 
nose in Tamil Nadu. Its greatest politi¬ 
cal gain, as its goes electioneering, is that 
it has worked clear of IheCPI(M) associa¬ 
tion. It could now afford to work for 
greater credibility for its unity of outlook 
and purpose. 

The governor (until fur- 

ther notice), of the Reserve Bank, Mr N. 
Narasimhan, recently said on Delhi TV 
that “an objective and impartial” study 
should be made to determine whether the 
experiment of the regional rural banks, 
promoted with a measure of fervour dur¬ 
ing the emergency, should be continued. 
As late as on January 31 this year, at a 
meeting which the then minister for Reve¬ 
nue and Banking, the notorious Mr Pra- 
nab Kumar Mukherjee, had with theheads 
of regional rural banks, it was decided 
that the number of these banks, which was 
40 as of December 31, 1976, should be 
raised to 60 by the end of March, 1977. In 
the light of Mr Narasimhan's current or 
currently expressed view of these banks, 
it may be presumed that, although he was 
at the time Secretary, Economic Affairs, 
in the Finance ministry, his views were 
either not asked for or they did not 
count when the January 31 decision was 
taken. 

Nevertheless, I wonder whether the story 
one heard during the early days of the 
emergency was entirely apocryphal. Mr 
C. Subramaniam and Mr N. Narasim¬ 
han, so it was said, were hurrying from 
the North Block to the South Block, 
where Mrs Gandhi was waiting for her 
colleagues to give her points for her 
20-point programme. The then Finance 
minister, feeling no brain waves, asked the 
official by his side for a few bright ideas. 
Mr Narasimhan, delving into his memory 
of pigeon-holed reports, obligingly dredg¬ 
ed an ancient recommendation for rural 
banks. This is one of those tales which, 
even if not true, 
deserves to be 
true. 
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Export Duty on Coffoo 

The union government announc¬ 
ed on May 18, a cut in export 
duty on coffee from Rs2200 
per quintal to Rs 1600 per 
quintal. The export duty on 
coffee had been raised from 
Rs 1300 per quintal to 
Rs 2200 per quintal on April 
26. The increase had been 
effected in view of the steep 
increase in international prices 
of coffee in recent months. The 
export duty had been raised 
from Rs 300 to Rs 1300 per 
quintal in November 1976 to 
mop up windfall profits 
with the boom in international 
coffee prices. Against a little 
over Rs 4.S crores realised in 
1975-76, export duty from 
coffee was estimated to yield 
Rs 30 crores in 1976-77 and the 
interim budget for 1977-78 had 
assumed Rs 70 crores. 

Oil Supply 

The situation regarding the 
supply of oil products in the 
country is likely to become 
normal following resumption 
of work at Gujarat refinery 
and Bombay Port Trust. 
Workers of the Gujarat refi¬ 
nery, near Baroda, called off 
their nine-day strike recently 
following an accord between 
the management and the 
Refinery Kamdar Sangh. The 
agreement that led to the 
withdrawal of the strike which 
began on May 11, was ham¬ 
mered out after long parleys 
between the refinery authorities 
and the workers' representa¬ 
tives. 

Bombay Port Trust (BPT) 
strike was also called^off. The 


11-day strike, which had kept 
out ship-loads of essential sup¬ 
plies including crude oil, came 
to an end as prime minister, Mr 
Morarji Desai, appealed,to port 
labour to resume work. An 
agreement was reached between 
the BPT workers' representatives 
and the government. All the 
major demands of workers have 
been accepted. 

New Policy on Edible 
OH Imports 

The government has decided 
to invalidate all edible oils and 
oilseeds import licences issued 
so far, unless the importers 
had made firm commitments 
within three months of the date 
of issue of the licence. All 
current import licences for 
edible oils and oilseeds will be 
deemed to have been issued 
subject to the condition that 
firm import commitments are 
made within three months of 
the issue of an import licence. 
The validity period of a licence 
will be one year. No fresh 
licences will be issued to a 
party if it has not imported 
goods under an earlier 
licence. A fresh licence will be 
granted only to the extent to 
which the previous licence held 
by that party has been utilised 
by way of actual imports as 
shown in the customs copy of 
the licence. The firm commit¬ 
ments required to be made 
within three months of the 
issue of the licence will mean 
opening of an irrevocable letter 
of credit or any other irrevoc¬ 
able commitment to import the 
goods. No extension in the 
period for making firm commit¬ 


ments or in tie validity of the 
licence will be allowed. These 
steps have been taken by the 
government in view of the fact 
that though import licences 
worth Rs 556 crores had been 
issued, actual imports against 
them so far are valued at only 
Rs 40 crores. Taking into 
account the firm commitments 
made so far, the total imports 
would reach Rs 70 crores. 

Castor Oil Exports 

The ban on castor oil export 
has been removed by the 
government through a notifica¬ 
tion issued on May 13. How¬ 
ever, the exports will be cana¬ 
lised through the State Trading 
Corporation (STC). Castor oil 
has been one of the major 
foreign exchange earning com¬ 
modities for STC and during 
1976-77 castor oil exports earn¬ 
ed Rs 31 crores, nearly double 
the value earned in previous 
years. Removal of the ban has 
been demanded by the trade for 
quite some time, especially in 
view of the favourable price 
trends in world markets after 
the failure of Brazilian crop 
last year. 

Industrial Licensing 

The industrial licensing pro¬ 
cedure has been modified. 
Applications for licences will 
now have to specify the power 
and water needed for the pro¬ 
ject proposed to be set up. 
According to an official release 
issued recently it has been 
decided to amplify the existing 
column 18 of the industrial 
licence application form. Since 
in the existing application form 
for the registration of industrial 
units with technical authorities, 
^uch as DGTD, there is no 
jprovision to ascertain the 
requiretpent8 qf power and 
water, it has been decided to 
introduce two new columns in 
the registration application 
foraf’in wlikh the applicant 


will have to indicate if adequate 
water (furnish quantity) is 
available for tbe requirement of 
the factory and township and 
staff quarters and whether it 
will be drawn from public 
sources. 

In regard to power supply, 
the applicant will have to 
indicate the total requirement 
of power (connected load in 
KW and maximum demand for 
KVA) for the proposed project 
with a breakup of power 
requirement to be met 'from 
its own generating station and 
from public supply. In case 
the project owns a power 
station, the particulars of plant 
in operation will also have to 
be indicated. 

IDA Credit for 
Madhya Pradesh 

Agricultural extension and 
research in Madhya Pradesh 
will be strengthened with the 
assistance of a credit of $ 10 
million from the International 
Development Association (IDA) 
an affiliate of the World Bank. 

The $ 20.9 million project is 
directed towards achieving, in 
the short term, sustained 
growth in agricultural output, 
particularly foodgrains in 15 of 
the 45administrative districts of 
Madhya Pradesh covering 
about seven million hectares of 
cropped land. The project will 
emphasise the consolidation and 
strengthening of the state's 
extension services and help 
reorient adoptive agricultural 
research to provide farmers, on 
a regular systematic basis, with 
advice on farming practices 
having an immediate impact on 
yields. The project will be 
executed over a five-year period. 
The IDA credit to India is for 
a term of 50 years, including 10 
years' grace. It is interest free, 
except for * service charge <af f 
of one per cent to meet IDA’* 
administrative costs* The unitto 
government will channel the 
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proceeds of the credit to the 
state government. 

UN Assistance for 
Agmark Project 

The United Nations Deve¬ 
lopment Programme (UNDP) 
has sanctioned $1,544,700 for 
the Central Agmark Research 
and Training Institute to be 
set up in Nagpur. The pro¬ 
ject aims at improving the 
marketing system with . a 
special reference to marketing 
technology of the perishable 
products like fruits and vegeta¬ 
bles under Indian conditions. 
Through research it would try 
to minimise wastages at various 
stages of marketing, simulta¬ 
neously making marketing sys¬ 
tem more efficient. This will 
help to conserve protective 
foods the loss of which is 
estimated at Rs 300 to 500 
crores. This colossal loss is 
the result of underdeveloped 
marketing techniques besides 
unsatisfactory methods adopted 
in harvesting, grading, sorting, 
transportation, handling and 
storage of these commodities. 

IndO'Yugoslav Trade 

Trade between India and 
Yugoslavia is expected to 
double over the next five years, 
from a level of $186 million 
touched last year. The two 
countries have agreed to make 
earnest efforts to diversify the 
exchange of items and promote 
industrial collaboration to 
achieve the objective. The 
Yugoslav government has 
effected certain liberalisations 
in policy so as to facilitate 
more imports from this 
country. To begin with, Yugo¬ 
slavia has confirmed interest in 
placing a new order for the 
import of 1,200 wagons. A 
delegation of the Projects and 
Equipment Corporation will 
visit that country next month 
to work out details in this 
regard. 

Another interesting feature 
eastern economist 


of the agreed minutes signed 
recently after the conclusion of 
the three-day deliberations of 
the Indo-Yugoslav joint com¬ 
mittee was the Yugoslav pro¬ 
posal to set up a sponge iron 
plant in India which was dis¬ 
cussed in great detail. A dele¬ 
gation from Yugoslavia will 
come here within a month to 
have discussions on the basis 
of a feasibility report already 
prepared by the Steel Authority 
of India. Apart from the ex¬ 
port of sponge iron, the pro¬ 
posal also envisages Indian 
exports of iron-ore and pellets 
to that country. 

The agreed minutes were 
signed by the leader of the 
Indian delegation, Mr Mohan 
Dharia, minister of Commerce 
and Dr Anton Vratusa, vice- 
president of the Federal Exe¬ 
cutive Council of Yugoslavia, 
leader of the visiting team. 
Apart from promoting indus¬ 
trial collaboration and also 
taking up joint venture projects 
in third countries, the two 
sides agreed on the need for 
encouraging direct contacts 
between the Yugoslav and 
Indian business enterprises 
through the setting up of a 
joint business council. 

Bangle Duty on 
Cotton Yarn 

Bangladesh government has 
decided to reduce the customs 
duty on certain counts of 
cotton yam with a view to 
further augmenting its avail¬ 
ability at reasonable prices. 
According to press reports, 
under the new arrangement, 
customs duty on cotton yarn 
below 60 counts will be re¬ 
duced from 30 per cent to 10 
per cent and on yarn of 60 
counts and above from 40 per 
cent to 15 per cent. The 
government has also decided 
to reduce the kales tax on both 
the items from 20 per cent to 
10 per cent provided ih&e ate 


imported under the export 
performance licence, the press 
report stated. 

Rajasthan Financial 
Cfiiporation 

Capital subsidy amounting 
to Rs* 90 lakhs has been sanc¬ 
tioned to 61 Rajasthan Finan¬ 
cial Corporation (RFC) assisted 
industrial units in the indust¬ 
rially backward six districts of 
the state, in the year ended 
March 1977 as compared to 
Rs 41 lakhs sanctioned to 50 
industrial units in the preced¬ 
ing year. This was 120 per cent 
higher than the previous year's 
sanctions. 

The union government 
has declared 16 districts as 
industrially backward out 
of 26 districts of the state. 
Six districts out of these 16 
districts viz. Alwar, Bhilwara, 
Churu, Jodhpur, Nagaur and 
Udaipur have been specifi¬ 
cally selected for cash sub¬ 
sidy. Each entrepreneur who 
sets up his industrial unit 
in these six districts is en¬ 
titled to 15 per cent cash sub¬ 
sidy on his total fixed capital 
investment i.e, land, build¬ 
ings and plant and machinery, 
over and above the other facili¬ 
ties and concessions. RFC 
has disbursed a sum of Rs 76 
lakhs to 72 units in 1976-77 as 
subsidy in these six backward 
districts as against Rs 30 lakhs 
to 54 units in the preceding 
year marking an increase of 
33 per cent in units and 150 
per cent in the amount. 

Subsidy amounting to a little 
over Rs 2 crores to 176 RFC 
assisted units has so far been 
sanctioned and Rs 1.20 crores 
have been disbursed to 136 
industrial units in these dis¬ 
tricts. • The maximum share 
Of subsidy has gone to Alwar 
district where Rs 53.81 
lAldis have been disbursed by 
the corporation. Jodhpur 


district comes next where 
Rs 29.18 lakhs were disbursed 
followed by Udaipur, Bhilwara, 
Nagaur and Churu districts 
where Rs 16.04 lakhs, Rs 13.97 
lakhs, Rs 5.81 lakhs and Rs 0.94 
lakhs have so far been disbursed 
respectively as subsidy by the 
Rajasthan Financial Corpora¬ 
tion. 

Steel for Philippines 

The Philippines is emerging 
as a major market for India’s 
steel items. .In the current 
year, India exported to the 
Philippines 58,000 tonnes of 
steel billets worth $ 8.8 million 
which is a significant break¬ 
through. Total exports to the 
Philippines in the first three 
quarters of 1976 reached 
$15.3 million, about three 
times the figure for 1974. Apart 
from the export of steel billets 
four other contracts secured 
by Indian firms are under exe¬ 
cution. These include $10 
million worth of transmission 
towers, $1 million worth of 
insulators, $3,87,500 worth of 
bulkheads for the Philippines 
hydro-electric projects and 
glass items worth $49,000. 

Duty Free Exports to 
West Germsny 

Duty-free entry for seven 
more items into West Germany 
from India, along with other 
developing* countries, under 
the Generalised Scheme of 
Preferences (GSP) has been 
discontinued for the year 1977 
because the quantity ceilings 
fixed by EEC for that country 
have since been utilised. Fur¬ 
ther imports of these items will 
be allowed against payment 
of duty which ranges from 
five per cent to 22 per cent. 
The items are : pineapple, cut 
into slices, segments and 
spirals; finished goat and kid 
leather; cotton yarn, put up 
for retail sale; knitted or 
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crocheted gloves, not elastic 
or rubberised; outer garments 
and accessories, other than 
knitwear not elastic or rub¬ 
berised; bags and sacks for 
packing purposes, of woven 
textile fibres, except those 
made out of jute; and glazed 
tiles. 

But there are six items in 
which India will have to edge 
over other developing countries 
in whose case quota ceilings 
under OSP for duty-free entry 
have already been exhausted. 
Exports from India of these 
items which are still duty-free 
will therefore, be more compe¬ 
titive than those from other 
developing countries which will 
have to pay duty ranging from 
eightper cent to 19percent. The 
six items are as under, with the 
name of the country in whose 
Case the duty-free entry has 
since been discontined: Woven 
synthetic fabrics (South Korea); 
sails, tents and tarpaulins (South 
Korea); shoes with leather 
uppers (Brazil); umbrellas, 
parasols, sun shades (Hong 
Kong); glass inners for vacuum 
containers (Yugoslavia) and 
stainless steel spoons, ladles, 
forks etc. (Hong Kong). 

T.xtil. Mill in 
Tanzania 

A consortium of Indian 
Textile Machinery Manufac¬ 
turers has finalised a contract 
with the National Textile Cor¬ 
poration, Tanzanian govern¬ 
ment u r \king to set up a 
Rs * \gtton spinning 

r \a capacity 

turn-key 
^vfiill which 
commissioned, 
witLiu iWo years will be fully 
air conditioned complete with 
Indian machinery, equipment 
and electrification. 

This country will also make 
available the technical know- 
strike 'd will provide techni¬ 


cal traimng^ and education to 
Tanzanian technicians tenta¬ 
tively at the Baroda univer¬ 
sity in courses of textile techno¬ 
logy and textile engineering. 
This successful turn-key pro¬ 
ject deal represents a major 
break-through on the part of 
the Indian textile machinery 
in the developing world, parti¬ 
cularly in the countries of 
Africa. 

Union Budget 

The union budget for 1977- 
78 will be presented to Parlia¬ 
ment on June 17. The pre- 
budget economic survey will 
be laid on the table of the 
two houses on June 13. The 
revised railway budget for the 
current fiscal year is likely to 
be presented on the opening 
day of the budget session on 
June 11. 

Credit Guarantoo 
Corporation 

The Credit Guarantee Cor¬ 
poration of India has recently 
taken several measures to en¬ 
large the scope and benefits of 
its guarantee cover. For in¬ 
stance, advances for consump¬ 
tion needs or for purchase or 
construction of houses or tene¬ 
ments wholly or mainly for 
dwelling purposes have been 
brought within the purview of 
the small loans guarantee 
scheme, provided the advances 
form part of the credit extended 
to borrowers for their main 
business or activities already 
covered by the scheme. To en¬ 
sure that the benefit of the 
guarantee went to the smaller 
borrowers, certain maximum 
limits have been stipulated in 
regard to the amount of credit 
to be extended for the above 
purposes. Similarly, the bene¬ 
fit of guarantee cover has been 
extended to landless agricul¬ 
tural labourers by including 
them in the category of farmers 
and agriculturists. 


With a view to providing 
adequate guarantee support for 
advances to approved fair price 
shops, consumer cooperative 
stores and superbazars which 
are now handling wider range 
of commodities of mass con¬ 
sumption, with a consequent 
rise in the volume of their 
business, the limit of Rs 2 
lakhs for their annual sales 
turnover has been raised to 
Rs 4 lakhs and the ceiling for 
the corporation's liability en¬ 
hanced from Rs 25,000 to 
Rs 50,000. As a measure to¬ 
wards relieving the pressure of 
work on credit institutions, the 
periodicity of statements of 
guaranteed accounts and pay¬ 
ment of guarantee fee on the 
basis thereof has been changed 
from once a quarter to once 
every half year. 

Scope Enlarged 

With the enlargement of 
the scope and benefits of 
guarantee cover as noted 
above, the total credit facilities 
covered by the three schemes of 
the corporation as on the last 
Friday of June 1976 were sub¬ 
stantially higher at Rs 989 
crores, against Rs 645 crorcs 
a year before and Rs 475 
crores two years before. The 
increase has been mainly in 
loans guaranteed under the 
small loans guarantee scheme 
which have risen from Rs 642 
crores in June 1975 to Rs 985 
crores in June 1976 of which 
over 65 per cent represent 
credit facilities to farmers and 
agriculturists. 

The total income earned by 
the corporation in 1976 was 
Rs 580.91 lakh? (against Rs 
378.12 lakhs in 1975), gua¬ 
rantee fees accounting for 
Rs 491.01 lakhs, interest on in¬ 
vestments for Rs 77.89 lakhs 
and other receipts for Rs 12.01 
lakhs. After meeting claims 
of Rs 52.24 lakhs and esta¬ 
blishment and other expenses 


totalling Rs 11.56 lakhs, the 
year’s working resulted in a 
net surplus of Rs 517.11 lakhs, 
as against Rs 364.19 lakhs in 
the previous year. Barring a 
small sum of Rs 8 lakhs trans¬ 
ferred to the investment, re¬ 
serve, the entire balance of 
Rs 509.11 lakhs has been 
transferred to the reserve for 
unexpired guarantee risks, be¬ 
ing built up to meet future 
claims. The balance to the 
credit of this reserve as at the 
end of December 1976 amoun¬ 
ted to Rs 13.82 crores, con¬ 
stituting 1.4 per cent of the 
total guaranteed advances. 

Thai Travel Agents' 
Convention 

The Thai Travel Agents 
Association held its annual 
convention in Srinagar recently. 
This was first time that the Thai 
Travel Agents decided to hold 
their convention outside Thai¬ 
land. More than 100 travel 
agents participated in this con¬ 
vention which was promoted by 
the union department of Tou¬ 
rism to provide an exposure of 
India’s tourist attractions to 
leaders of Thailand travel 
trade. Besides Srinagar, the 
Thai travel agents also visited 
Agra and Delhi. This country 
received about 6,000 Thai tou¬ 
rists during 1976, registering 
an increase of 43 per cent over 
the previous year’s arrivals. 

Names in the News 

Dr B.P. Pal, formerdirector- 
general of Indian Council of 
Agricultural Research and for¬ 
mer president of the Indian 
National Science Academy, 
has been appointed chairman 
of the National Committee on 
Environmental Planning and 
Co-ordination. Dr Pal takes 
the place of Mr Sankar Ghose, 
minister of state for Planning 
in the erstwhile government, 
who has relinquished the post 


1004 


eastern economist 


maY 27, 1977 



SYNDICATE BANK 
Record of Progress 1976 



1975 1976 


(Amount in Crores of Rupees) 


TOTAL WORKING FUNDS 
TOTAL DEPOSITS 
TOTAL ADVANCES 
Advances to Priority Sectors 
Total Reserves 
Net Profit 
Total Income 
Total No. of Branches* 

Total No. of accounts (in Lakhs) 
(Both Deposits and Advances) 


No. of Personnel 


Regional Rural Banks sponsored by us 


633.80 

536.60 

381.09 

170.11 

3.61 

1.65 

54.26 

778 

52.64 


15086 


809.24 

690.82 
600.63 

222.82 
4.50 
1.83 

69.08 

861*< 

66.47 


16802 


Growth 


(in Percentage) 

27.7 

28.7 
31.4 
31.0 
24.6 
18.1 
27.3 


•Break-up of Branches: 

RURAL 

334 

SEMI-URBAN 

215 

URBAN 

128 

METROPOLITAN 

173 

OVERSEAS 

1 


1975 


1 

No.of branches 2 


1976 


4 

No. of branches 55 


STATEMENT OF POSITION AS AT 31st December 1976 

(Amount eorraet to a Rupee) 


CAPITAL & LIABILITIES 

Paid up Capital (Wholly owned 
by the Central Qovt.) 


by the Central Qovt.) 
Reserve Fund 
Other Reserves 
Deposits end other accounts 
Borrowings from Banks etc.. 
Bills Psyeble 
Bills for collection 
Other liabilities 
Acceptances for Customers 
Profit end Loss: 

Net Profit 

Less: Amounts transferred to 
Reserve Fund 
Other Reserves 
Contingencies 

Balance to be transferred to 
the Central Government. 


Rs. PROPERTY AND ASSETS 

Cash in hand and balances 
1.41,97.104 with other Banks. 

Money at Call and 


4,15,00.000 Money at Call and 

35.00.000 4,50.00.000 Short Notice 

690,82,24,262 Investments in Govt. 
58,16,35.748 other Trustee Secruities, 


66.71,33,661 

76,00,000 

202,81,88,445 


7,40.03.985 Debentures, Shares etc. 202,81,88,445 
40.77,78.177 Advances—including Bills 
46,69.97,908 Discounted and Purchased 600,62,85,665 
42,32.77.605 Bills receivable being bills 

for collection 40.77,78,177 

1.82.86.178 Constituents* Liabilities 

for acceptances etc. 42,32,77,605 

86.75.000 Premises etc. Loss 

3.25.000 Depreciation 1,93,64,614 

70.00.000 Furniture-Fixtures, Vehicles 


i etc.. Less: Depredetion 4,06,58,718 

Other Assets 33,26,46,224 

23,86,178 Non Benking Assets 

Laos Depreciation 7.77348 


TOTAL 


MANIPAL 
29th April 1977 


892.35.00.8571 TOTAL 892,36,00,857 


K. K. PAI 

Chairman and Managing Director. 
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Dunlop India Chairman revfews*the Company^ progress tn 1976 

Urgent steps necessary for 
revival of Road Transport 



Mr. M. M. Sabharwal 

The following are extracts 
from the speech delivered by 
Mr. M. M. Sabharwal. Chair¬ 
man, at the Slst Annual 
General Meeting of Dunlop 
India Limited, held on May 
20. 1977, at Calcutta: 

. The change from a shortage 
to surplus supply position in the 
tyre industry in 1975 intensified 
further in 1976. due to lack of 
revival in demand and the estab¬ 
lishment of additional manufac¬ 
turing capacity. The industry as 
a whole, produced nearly 11% 
less truck tyres in 1976 compar¬ 
ed with 1975. 

The nylon truck tyres manu¬ 
factured by your Company con¬ 
tinued to enjoy the highest pre¬ 
ference of truck operators... Sales 
of other categories of tyres ex¬ 
cept rayon truck lyres were 
satisfactory. Nevertheless,,, in the 
context of the overall surplus 
supply position of true* tyres, 
.some cut-back in truck tyre pro¬ 
duction became inevitable. 

Sales of our Industrial Pro- 
• ducts improved in 1976 due to 
higher production which was 
possible by the use of resources 
released by lower truck tyre 
capacity utilisation. The higher 
sales alleviated shortages in 
r these essential products and. 
particularly for conveyor belt- 
ang. delivery periods were short¬ 
ened The need for the import 
of conveyor belting no longer 
exists. 


Dunlop exports up by 23% 

Our exports achieved a new 
record of Rs. 8.61 crores. an 
increase of *23% over the - pre¬ 
vious year. Our export perform¬ 
ance was duly recognised by the 
Chemicals £ Allied Products 
Export Promotion Council and 
we were given the Capexil 
Award for the best tyre exports 
in 1975-76. 

Exports have become an im¬ 
portant and substantial part of 
the total Company, activity. The 
quality of our products and the' 
service we render to our export 
customers are being increasingly 
recognised in all the export 
territories. In our export endea¬ 
vour we receive constant and 
unfailing support of the Dunlop 
Group Organisation, But for 
them, such a high volume of 
exports would not be possible. 

Simplification of export 
procedures can me costs 

The Tyre Industry in India 
has developed the manufactur¬ 
ing and marketing skills to be¬ 
come a substantial supplier to 
international markets. However, 
if there is to be a continuing 
success in the export endeavour, 
more effective Government assi¬ 
stance is required in simplifica¬ 
tion of export procedures. The 
cumbersome procedures for re¬ 
covery of duties, and other tax 
levies applicable to domestic 
production need revision, so that 
large unproductive capital tie-up 
is avoided. Furthermore, simpli¬ 
fication of documentation for 
export is called for. as indeed 
has been done by some advanced 
countries. The Indian Institute 
of Foreign Trade is making an 
attempt in this direction, and I 
hope that their efforts will lead 
to the simplification and stand¬ 
ardisation of export documenta¬ 
tion. This could lead to cost 
savings up to 5% in the import 
and export trade... 

Major investment 
programme for * 
Sabaganj factory 

Your Company has embarked 
on a major investment pro¬ 
gramme at fcahaganj to ensure 
that it remtains viable r and is 
able to produce quality products 
for domestic and export mar¬ 
kets. It is hqped that Govern¬ 
ment approval wilL be forth¬ 
coming shortly *or the existing 


letters of intent to be converted 
into industrial licences to enable 
us to expand the truck tyre and 
industrial products activities in 
Sahaganj. The truck tyre capa¬ 
city is also being expanded in 
Ambattur... 

Research & Development 

Research and development ac¬ 
tivities. co-ordinated by an in¬ 
tegrated R & D unit at Saha¬ 
ganj. continued to provide in¬ 
novative thrusts for existing and 
new products. This was backed 
by the massive R & D effort of 
the world-wide Dunlop Group. 

Technical knowledge in the 
Dunlop Group outside India 
continues to be made freely 
available but it is expected that, 
in accordance with Government 
policy, payment can be made 
for the purchase of specific 
'“know-how” required by Dunlop 
India. The payment involved 
would be insignificant in com¬ 
parison with the value of know¬ 
ledge to be received by us. 

Present scheme of excise 
concession should be 
reviewed 

I would like to make an ob¬ 
servation on the excise duty 
relief given by Government in 
1976 in respect of increase in 
production over a base year. 

It has been suggested that 
this relief is to encourage higher 
production as also to provide 
relief to the new industrial 
ufiits whose capital expenditure 
is high. While relief in Gov¬ 
ernment taxation is most wel¬ 
come. the relief in this form 
creates certain distortions in 
the market place. In an en¬ 
vironment which has changed 
drastically in a very short span 
of time from a position of acute 
shortages to a position of subs¬ 
tantial surpluses, it Is hardly 
possible to maintain production 
at previous levels let alone in¬ 
crease output. Increasing of 
output in today’s environment 
will only lead to unproductive 
higher inventories which will 
not provide a ny real solution 
to the problem of demand re¬ 
cession. 

Unless, therefore, there Is de¬ 
mand^ additional output cannot 
be sustaiped. This apart, the 
excise duty on different pro¬ 
ducts is not uniform. Indeed on 
some products there is no ex¬ 
cise duty ,$x all Therefore 25% 


relief varies in quantum from 
product to product. Where ex* 
else duty is high, the benefit is 
•large, and where excise duty is 
low or nil. there is little or no 
advantage. In an Item like 
truck tyres, excise duty is high 
(55%), and the new manufac¬ 
turers tend to produce more to 
obtain the excise relief and pass 
on the benefit to the customer 
and are therefore able to dis¬ 
lodge some of the older units 
who had been producing to 
capacity. The scope for older 
units to increase production is 
limited and they suffer in the 
market place against unfair 
price competition from the new 
manufacturers. This scheme of 
excise concession which appears 
discriminatory needs to be re¬ 
viewed. 

If it is the intention of Gov¬ 
ernment to provide relief to the 
new units on account of higher 
capital expenditure, then this 
relief should be uniform for 
every industry and should be 
in the form of investment al< 
lowance which has no linkage 
either to production or excise 
duty. This would also take care 
of investments for renovation 
and modernisation of plant and 
equipment. 

Company’s overall 
performance satisfactory 

The- total income of your 
Company during 1976 was 
Rs. 174.81 crores in comparison 
with Rs. 167.44 crores in 1975. 

The pre-tax profits in 1976 
were slightly lower than in 1975 
due to reduction in selling pri¬ 
ces, but the overall performance 
can be considered satisfactory. 
However, there was pressure on 
Company’s funds because of 
high debtors position which was 
inevitable in a highly competi¬ 
tive market. 

Automotive Tyre Inductry 
in the grip of a feriow 
icceariou 


There has been a considerable' 
fall in the off-take of tyres and 
the present capacity utilisation* 
of the industry is around 60%. 
The Automotive Tyre Industry 
in the country is in the grip of 
a serious recession, and unless 
there is some demand revival, 
the future of this industry has 
to be viewed with apprehension. 

The prospects of the Auto¬ 
motive Tyre Industry are close¬ 
ly inter-linked with the road 
transport industry as a whole. 
Only when road transport acti-; 
vity picks up momentum, de- 1 
mand for derived items like' 
tyres can be expected to in-' 
crease. I would like to make ej 
few observations with regard to) 
the road transport industry. 

Ruud Tmmport lodmtry- 
backbone of our utfht—1 1 
economy 

The country's road transport! 
aystem. dewrvat, priority 
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terms of both immediate revi¬ 
val and accelerated development 
because it is a key element in 
the infra-structure necessary 
for intensive national develop¬ 
ment. A well developed road 
transport system can make a 
major contribution in ensuring 
efficient distribution of agricul¬ 
tural and industrial outputs. 
Helping as it does to bring the 
remote villager into the main¬ 
stream of national economic ac¬ 
tivity, it is the most important 
ingredient in the creation of a 
truly National Market in the 
Indian context. If road trans¬ 
port does not advance with 
other key sectors to provide the 
facilities, restraints on growth 
could occur. The road trans¬ 
port industry is thus vital and 
basic to the overall progress and 
prosperity of the nation. It has 
been rightly described as the 
backbone* of our national eco¬ 
nomy. 

The road transport industry 
Is a powerful instrument of in¬ 
come growth as well as fruit¬ 
ful source of new employment. 
Probably there is no range of 
industries and related services 
more effective in both these res¬ 
pects. 

Road transport is a vast cong¬ 
lomeration of small scale indus¬ 
tries providing employment op¬ 
portunities for millions of peo¬ 
ple of small means. It consists 
, of small entrepreneurs from 
vehicle owner, driver and me¬ 
chanic to vehicle service shops 
to restaurants and welfare faci¬ 
lities throughout the length and 
breadth of the country. 

At the other end of the scale, 
a number of Industries afford¬ 
ing employment to hundreds of 
thousands of people provide the 
Industrial background for road 
transport: industries ranging 
from large vehicle manufac¬ 
turers to small scale ancillary 
suppliers who, in turn, are 
again linked to large industries 
in textiles, chemicals, iron, steel, 
etc. Thousands of rubber gro¬ 
wers in India who sell 60% of 
their produce to the tyre indus¬ 
try are In the throes of a crisis 
as a direct result of the reces¬ 
sion in the road transport In¬ 
dustry. Besides, there is an ex¬ 
tensive trading network of small 
entrepreneurs providing spare 
parts and other services. 

Livelihood of 30 minion 
people 

The road transport industry 
nas the potential for providing 
greater employment per unit of 
investment than any other in¬ 
dustry. It is estimated that it 
currently provides, directly and 
indirectly, for the livelihood of 
about 30 million people. Accord¬ 
ing to an NCAER Study, every 
crore of rupees spent on road 
development generates 15*000 
Jobs. * In a well conceived mar¬ 
ket development and transport 
Plan in rural areas, the employ- 
<m*nt figure could rise to 30,00<b 

eastern economist 


S lakh new commercial 
vehicles can generate 
7J million jobs 

Commercial vehicles need re¬ 
pairs and casual labour for 
loading and unloading. Includ¬ 
ing all servicing and sales ope¬ 
ration of spares and filling sta¬ 
tions. on an average 15 jobs can 
be estimated for each 10-tonne 
lorry. Thus, the addition of 
500,000 commercial vehicles in 
a decade could generate some¬ 
thing like 7.5 million new jobs. 

However, new employment 
cannot be created without in¬ 
creased spending on road trans¬ 
port development. Unfortuna¬ 
tely, public outlay on road de¬ 
velopment has been consistent¬ 
ly reduced from 8.6% in the 
ftrst Plan to 6.7% in the 
Second, 64% in the Third, 5.5% 
in the Fourth, and 4.7% in the 
Fifth. 

There is every need to ex¬ 
pand the existing road network 
and improve existing surfaced 
and unsurfaced roads. The 
Keskar Committee in 1967 esti¬ 
mated that the poor condition 
of our roads caused a national 
loss of Ks. 150 crores every year 
because of increase in cost of 
production. Today, this would 
be much larger, perhaps twice 
or thrice as much. 

In this context it needs to be 
remembered that the Road 
Transport Industry is a major 
source of Government revenue. 

In 1974 it contributed Rs. 1100 
crores to State and Central ex¬ 
chequers i.e. over 14% of all 
tax revenue- This is expected 
to go up considerably at the 
end of the Fifth Plan. There 
is potential for substantial in¬ 
crease in this revenue if selec¬ 
tive measures are taken to re¬ 
vitalise road transport. 

Roads are self-generating as¬ 
sets. It has been the experience 
of all countries that more money 
invested in roads provide more 
wherewithal to Anance develop¬ 
ment of remaining sectors of 
the economy. 

Declioe in road transport 
activity a cause for concern 

The slgnlAcant decline in the 
road transport activity in the 
country is indeed a cause for 
concern as it has far reaching 
Implications. This slow down 
has been largely due to the 
steep increase in the oil prices 
which pushed up operating costs 
astronomically and brought 
about a structural change in de¬ 
mand. Furthermore* as the 
Keskar Committee reported 
some years ago, the ever in¬ 
creasing “tax element in the 
cost of operation has become a 
definite disincentive to the 
healthy development of road 
transport*'* According to a re¬ 
cent estimate the tax element 
in the haulage of a tonne-km 
of goods by road is 6.1 paise 
which i» even higher , than the 
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total average cost of carriage 0 1 
goods by rail at 5.89 paise per 
tonne in 1973-74. Government 
needs to give careful considera¬ 
tion to the removal of these 
anomalies. 

Your Company and a num¬ 
ber of other organisations con¬ 
nected with the road transport 
industry have made representa¬ 
tions on these lines from time 
to time urging steps necessary 
to revive the road transport In¬ 
dustry to enable it to play its 
vital role in the national eco¬ 
nomy. 

Here I would like to enume¬ 
rate some of the measures that 
can be considered. 

Reduce excite duty on HSD 

1. The high cost of High 
Speed Diesel is the dominant 
inhibiting factor in the viable 
operation of a truck. The first 
step in the push for revival of 
road transport should be a re¬ 
duction in excise duty on High 
Speed Diesel from 67% to 33% 
of ex-factory price. There should 
also be a reduction of duty on 
tyres/tubes from the present 
55% to about 30%, and similarly 
on othfer ancillary products. 

Out of a present yield of 
Rs. 1400 crores from road trans¬ 
port, the relief to the extent of 
20% would, in my opinion, yield 
returns both to the exchequer 
and to the country which are 
more than proportionate to the 
major loss of revenue encoun¬ 
tered. 

Multiple taxation in 
Inter-State traffic 

2. Multiple taxation on inter¬ 
state traffic should be elimi¬ 
nated through (a) 30-day tax 
exemption for all transport 
vehicles entering a State and 
(b) creation of a fund from a 
share of 2 paise per litre of the 
excise duty on diesel fuel which 
can be used for compensating 
the Stales for the loss in with¬ 
drawal of overlapping levies. 

Some short-term measures 

3. In the short term, there 
should be: 

I) removal of Impediments 
such as octroi, multiple check- 
posts, strengthening of brid¬ 
ges and culverts, widening 
and Improvement of road sur¬ 
faces ; 

II) increase in the number of 
inter-Stote permits so that 
road carriers are free to go 
anywhere and haul goods 
without restrictions; 

iii) encouragement of tralleri- 
satton to haul much more 
load for the same motive 
power input, through exemp¬ 
tion from permits and taxes: 

iv) favourable credit terms 


ter purchase of vehicles to 

effectively deal with the pre¬ 
sent crisis in the Automotive 
Industry. 

Expand and improve 
Ac road network 

In the long term, there should 
be: 

i) substantial increase in al¬ 
location of funds for road 
development to expand and 
Improve the country's road 
network; 

11) manufacture of heavier 
vehicles and truck trailer com¬ 
binations to achieve economies 
of scale. 

Today, when a new Govern¬ 
ment has taken over, the time 
is opportune for an objective 
reappraisal of the situation so 
that a totally new approach to* 
the development of the industry 
can be taken. 

Prospects for the future 

With our wide range of pro* 
ducts and continuing efforts to 
improve quality and perfor¬ 
mance, together with effective 
marketing policies, we expect to 
hold our own in the somewhat 
depressed Tyre Industry. Mean¬ 
while. the Company is giving 
increasing importance to Indus¬ 
trial Products which serve the 
needs of some of the key sec¬ 
tors of the economy. Increased 
outputs have largely solved the 
problem of shortages of these 
essential products, and the ex¬ 
tension of the range of these 
products to higher levels of 
technology is receiving atten¬ 
tion. 

In accordance with the Am¬ 
plified FERA Guidelines, the 
non-resident shareholding in 
your Company, is being scaled 
down to a level not exceeding 
51%. In this connection, may I 
add that right from the incep-, 
lion of your Company in 1926, it 
has been the policy to associate, 
shareholders from this country. 
From 1926 to 1956 the Indian 
shareholding was increased to* 
nearly 49%, without any pres¬ 
sure from Government. 

Today, financial institutions 
of the Government hold over 
30% of your Company's shares, 
which is a measure of Govern¬ 
ment's confidence in your Com¬ 
pany. 

1977 will be another difficult 
year, but the plans of the Com¬ 
pany together with the hope 
that Government will take a 
more realistic view on the road 
transport industry, enable me 
to look to the future with con¬ 
fidence. 

Note; This does not purport to 
be a record of the proceedings 
of the Annual General Meeting . 
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COMPANY MEETING 


Ashok Leyland Limited 

Ennore, Madras-600 057 

Speech delivered by Mr* S. Ranganathan, Chairman, Ashok Leyland 
Limited, to the shareholders at the 28th Annual General Meeting of 
the Company, held on 23rd May, 1977, at Ennore, Madras-600 057. 


Friends: 

I have great pleasure in wel¬ 
coming you to the 28th Annual 
General Meeting of your 
Company. 

The Directors’ Report and 
Audited Accounts for the 15 
months period ended 31st 
December, 1976 have been in 
your hands for some time now 
and with your permission 1 
shall take them as read. 

General Economic Conditions: 

The period under review has 
been a difficult one for the 
economy of our country. One 
has, however, to admit that, 
whatever might have been the 
consequences in other spheres, 
welcome or unwelcome, the 
declaration of emergency by the 
Government of India did help 
though under pressure over 
various facets the industrial 
sector in various ways and was 
also helpful in combating in¬ 
flation. But, the success in con¬ 
taining inflation introduced 

some recessionist tendencies and 
slackness in trade from which 
the automobile industry also 
could not escape. A sense of 
fear introduced by the emer¬ 
gency measures over-shadowed 
almost every activity in the 
country and also impaired 
investment and enterprise 

which reduced the benefits 
which would otherwise have 
helped further economic 

growth. The changes brought 
about by the recent elections 
have, no doubt, relieved this 
under-current of fear, but it 
has at the same time allowed 
a measure of lack of discipline 


to erupt. We can only hope 
that this is only a passing phase 
resulting from the sudden 
release from fear and the 
various other pressures, not an 
unnatural reaction to the new 
found freedom. It is my 
earnest hope that the various 
interests will soon settle down 
and develop a sensible and 
stable outlook. 

India is a vast sub-contincnt 
and more than production, 
distribution is the main bottle¬ 
neck in this country. There 
is, 1 think, more appreciation 
than before of the vital role 
played by the Transport 
Industry in modern economy 
and l am hopeful that every¬ 
thing possible will be done by 
the Governments concerned 
for the automobile industry to 
enable it to produce more 
vehicles, especially Trucks and 
Buses for’ transportation of 
men and material. 

Operating Results: 

The Power-cut has come to 
stay as an annual feature in 
this part of the country. We 
are gratified to know that the 
Government is already taking 
steps to have a fresh look at the 
power situation in the country 
to chalk out a programme of 
action for tiding over the 
shortages in generation and 
disUibution. Despite the econo¬ 
mic problems in general and 
particularly the problem of 
obtaining power, your Com¬ 
pany has had another very 
satisfactory period from pro¬ 
duction, sales and profits point 
of view. Credit for this should 
be given to the management, 


for the improvements it effected 
in the economy of our opera¬ 
tions, both in purchases and in 
production and to the workers 
who cooperated. 

In order to be compatible 
with the accounting year of 
British Leyland, our colla¬ 
borator and major shareholder, 
y >ur Company’s accounting 
year from October to September 
was changed to the calendar 
year, i.e., January/December 
and the period under review 
therefore covers 15 months 
duration ended 31st December 
1976. Hereafter it will be 12 
months from 1st January to 
31st December inclusive, each 
year. This point has to be 
borne in mind when we draw 
comparisons between the period 
now under review and the 
previous year. 

A total of 11,031 vehicles 
were sold during the 15 month 
period as against 7,765 during 
the earlier 12 month period. 
Sales of engines and spare 
parts also showed an increase. 
The overall sales of all our 
products for 15 months 
amounted to a 45% increase 
over the previous 12 months. 
Our products continue to give 
consumer satisfaction and there 
is no reason to believe that we 
will be prevented from 
achieving comparable results 
during the current year also. 
The number of vehicles pro¬ 
duced*from 1st January to the 
end of April, 1977 compares 
favourably with the figures for 
the same period last year. So 
do the figures of the value of 
engines sold. But a disturbing 
feature has been an all-round 


increase in prices which do not 
yet show any sign of decline. 
There is a limit to our capacity 
for absorbing the rising prices 
of raw materials, components 
and ancillary parts and there 
may come a time when it will 
no longer be possible to hold 
the price of our products with¬ 
out allowing profits to be 
seriously eroded. 

Dividend: 

You will be happy to know 
that consistent with the results 
of the year which consisted of 
15 months duration, your 
Directors have decided to 
recommend a dividend of 90 
paise per Equity Share, that is 
18%, subject to deduction of 
tax for the period. As already 
announced, the Bonus Share 
Issue recently made is also 
eligible for this dividend. 

Expansion: 

The expansion programme 
has to be completed before 
December 1978 and every effort 
is being made to complete the 
programme by that date. 
Applications have been made 
to the financial institutions for 
the necessary financial assis¬ 
tance for the expansion project 
and 1 am glad to inform you 
that in response, the Company 
has received letters of intent 
from them conveying their 
willingness to provide the 
necessary loans. Steps are 
already afoot to negotiate and 
finalise the terms and conditions 
in detail. 

Exports: 

As you all know, the com¬ 
fortable foreign exchange 
reserves position which conti¬ 
nues to be strong has consider¬ 
ably enhanced our country's 
prestige in the foreign markets. 
You will be glad that your 
Company in its own way has 
contributed to this by register¬ 
ing a record export earning of 
Rs 1,138 lakhs, doubling the 
previous year's performance. 
Your Company continues to 
explore new fields and penetrate 
into new markets and I must 
record the very considerable 
help we have received in the 
export field from British Ley- 
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land who continue to be of 
assistance to us in this regard. 

Research and Development: 

The technical agreement of 
collaboration between your 
Company and British Leyiand 
which started on 5th December 
1955 terminated after its 
stipulated duration of 20 years 
of mutual advantage and bene¬ 
fit. During this period, your 
Company has grown from 
strength to strength and has 
been successful in making its 
products in quality and design 
comparable with those manu¬ 
factured by British Leyiand 
which are of international 
repute. The time has now 
come for the Company to be 
as nearly self-sufficient as 
possible in its Research and 
Development activities. 1 am 
happy to say that your Com¬ 
pany’s Research and Develop¬ 
ment personnel arc not lagging 
behind in any way in accepting 
this responsibility. Bearing in 
mind the specific requirements 
of customers at home and 
abroad, your Company pro¬ 
poses to introduce new models 
of vehicles in the near future. 
You will all be happy to know 
that I have the assurance of 
Mr. David Andrews, the 
Managing Director of British 
Layland International that the 
lapsing of the collaboration 
agreement need not reduce the 
range and scope of cooperation 
between Ashok Leyiand and 
British Leyiand. Our thanks 
are due to British Leyiand for 
this generous gesture. They 
have also indicated their 
willingness to consider from 
time to time the rendering of 
specific items of technical help 
that may be required, on terms 
to be agreed upon, a pro¬ 
position that has found favour 
with the Government of India 
also. 


Management: 

You will all I am sure share 
my deep regret at the passing 
away of Sir A. Ramaswami 
Mudaliar. As Chairman of 
the Board of Directors of 
Ashok Leyiand for many years 
and later, after I took over as 
Chairman, as a member of the 
Board, his contribution to the 
Company’s progress was in¬ 
valuable, especially in the 


formative stages. Sir Rama¬ 
swami Mudaliar was a man 
of many parts and a great son 
of India. The industry in this 
country owes a Jot to his 
vision, sagacity and administra¬ 
tive ability. On your behalf 
and on behalf of the manage¬ 
ment and employees of the 
Company, I would like lo 
place on record our deep ap¬ 
preciation and gratitude for all 
that Sir Ramaswami Mudaliar 
did for our Nation, the 
industry in general and our 
Company in particular. 

1 have also to share with you 
another sad news. The Board 
lost a valuable member in the 
demise of Sri N. Sundaresan 
during the period under review. 
With his rich experience and 
valuable background in finan¬ 
cial matters, he was an asset to 
us in our deliberations. I wish 
to place on record our sincere 
appreciation of his services and 
convey our heartfelt condo¬ 
lences to his bereaved family. 

Mr. R.J. Hancock, resigned 
his Directorship from the 
Board and I wish to place on 
record our appreciation of his 
services to Ashok Leyiand. 

In the casual vacancy 
created by the passing away of 
Sir A. Ramaswami Mudaliar, 
Mr. Alex Park, the Chief 
Executive of British Leyiand 
was appointed to your Board. 

Dr. Pheroze B. Medhora, a 
nominee of the Industrial 
Credit and Investment Cor¬ 
poration of India Limited 
resigned his Directorship as he 
had to go abroad on an assign¬ 
ment • and Mr. S. Kumara- 
sundaram, General Manager 
of the Corporation was 
appointed as Director as a 
nominee of the industrial 
Credit and Investment Cor¬ 
poration of India Limited, in 
the place of Dr. Medhora. 

We have got the Govern¬ 
ment’s approval for Mr. F. 
Holdsworth continuing in office 
as Managing Director till 31st 
March, 1978 and I look for¬ 
ward to the valuable contribu¬ 
tion he will continue to make 
in the development of the 
Company. Mr. Holdsworth, 
incidentally, will be the last of 
the expatriates to be nominated 
by British Leyiand as the 
Managing Director of the 


Company and he will be 
succeeded by an Indian 
national to occupy his post. 
This will be in compliance of 
thp undertaking which British 
Leyiand gave to the Govern¬ 
ment of India, most willingly 
and without any reserve, a 
gesture which this Company as 
an Indian Company should 
appreciate. 

Acknowledgements: 

I am grateful to British Ley- 
land for their progressive out¬ 
look in dealing with the affairs 
of this Company, their con¬ 
tinued help and guidance in its 
growth and development. 

I would like to take this 
opportunity to convey our 
sincere thanks to the Central 
and State Governments for 
their encouragement and 
support and also to the finan¬ 
cial institutions and our 
bankers for the support they 


have given us in our day to 
day operations. 

The dedicated work and 
loyalty of all employees and 
the able administration of our 
management team, which have 
produced the results during 
this period, deserve all our 
appreciation and thanks. 

I shall be failing in my duty 
if I do not express my gratitude 
due to all our dealers, and 
suppliers of materials for their 
support. 

In conclusion, on behalf of 
the Board of Directors and 
myself, I would like to convey 
our sincere thanks to you, the 
shareholders of the Company 
for the continued support and 
confidence you have placed 
in us. 

Note: This docs not purport 
to be a record of the pro¬ 
ceedings of the Annual General 
Meeting. V 


Department of Atomic Energy 

On behalf of the President of India, the Director, Directorate of 
Purchase and Stores. Department of Atomic Energy. Bombay, invites 
tenders as detailed below : 

1. D'*S/PPED/IBE/55 Due on 27-6-77. Thermocouple Simulator/ 
Calibrator with accessories—One no. 

2. DP3/PPEE/IEE/56 Due on 27-6-77. Thermocouple Ice Point Refer¬ 
ence. Automatic Type (Suitable for bench mounting). One no. 

3. DPS/BARC/IEE/1088 Due on 28-6-77. Research Metallograph. One no. 

4. DPS/BARC/1EE/1092 Due on 28-6-77. Cryogenic System for Elect¬ 
ron Paramagnetic Resonance. One no. 

5. DPS/BARC/IEE/1096 Due on 29-6-77. Dilatomctcr for glass speci¬ 
men. One No. 

6. DPS/BARC/IBE/1097. Due on 29-6-77. Microtome with one set of 
knives. One No. 

7. DPS/BARC/IEE/1094 Due on 29-6-77. Thermal Conductivity instru¬ 
ment for glasses. One no. 

8. DP5/BARC/IEE/1098. Due on 30-6-77. Membrance osmometer 

for number average molecular weight estimation. One no. 

9. DPS/BARC/IEE/1089. Due on 30-6-77, Quadropole massfilter with 
Probe Power supply ete. and accessories. 

10. DPS/BARC/IEE/1101 due on 30-6-77. Continuous solids dis¬ 
charge solid—bowl centrifuge. One number. 

11. DPS/BARC/1EE/1102 due on 30-6-77. Data Logger to accept 100 
analog DC Signals from various sensors. 

Tenders documents priced Rs 10/- each for items at S. No. 2,4.5.6,7,8 
and 9, Rs 20/- each for items at S. No. 1 and 11 and Rs 25/- for item at 
S. No 10 and Rs, 50/- for item at S. No. 3. and General conditions of con¬ 
tracts priced Rs 0.50 p can be had from the Finance and Accounts. 
Officer. Department of Atomic Energy, Directorate of Purchase and 
Stores, 3rd Floor, Mohatta Building, Palton Road, Bombay-400 001 
between 10 a.m. to 1 p.m. on all working days except on Saturdays. 
Import licence will be provided only iftho items are not available indige¬ 
nously. Tenders will be received up to 3 p.m. on the due date shown above 
and will be opened at 4 p.m. on the same day. The right is reserved to 
accept or rejact lowest or any tenders in part or full without assigning 
any reasons. 

davp 645(39)77 
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COMPANY 

AFFAIRS 


Punjab National Bank 

Punjab National Bank has 
reported phenomenal progress 
in all spheres of its operations, 
deposits, advances, income, 
profits as well as expansion in 
branches recording significant 
improvements over 1975. 
Deposits recorded a sharp rise 
from Rs 959.6 crores to 
1171.9 crores, registering an 
increase of 22.1 per cent as 
compared to 16.1 per cent in 
the preceding year. Loans and 
advances too went up appre¬ 
ciably from Rs 611.6 crores to 
Rs 823.5 crores i.e. by 34.6 
per cent as compared to 27.2 
per cent in 1975. 

The year witnessed bank's 
significant role towards public 
sector and priority sector 
credit, which in the aggregate 
amounted to Rs 153 crores 
during the year. 

Village Scheme 

The scheme of adoption of 
villages received significant 
fillip during the year. The 
bank adopted 854 more 
villages making a total of 
2,348 villages adopted by the 
year end. 

Gross income rose by 
Rs 22.7 crores to Rs 108.1 
crores while expenditure too 
recorded almost an equal rise 
by Rs 22.5 crores to Rs 104.7 
crores. The sizeable increase 
in expenditure was almost 
wholly accounted for by higher 
interest payment to depositors. 

The net profit after making 
the usual and necessary provi¬ 
sions amounted to Rs 340 
lakhs as compared to Rs 316 
lakhs in 1975. The allocation 


to reserves has been raised 
substantially to Rs 178 lakhs 
from Rs 95 lakhs in 1975. A 
sum of Rs 72.4 lakhs has been 
transferred to central govern¬ 
ment as against Rs 67.5 lakhs 
in 1975. This gives a return 
of over seven per cent on the 
amount of compensation paid 
by the government at the 
time of nationalisation. 

The bank sponsored three 
regional rural banks during the 
year, at Sikar in Rajasthan, Gaya 
in Bihar andMandi in Himachal 
Pradesh. With these, the total 
number of regional rural banks 
sponsored by PNB comes to five. 

During 1976, PNB opened 
102 branches of which 66 
were located in rural and 
semi-urban areas. The high¬ 
light of the branch expansion 
programme was the opening of 
a branch in Londbn—bank’s 
first office outside the country. 
The total number of branches 
by the year end stood at 1,304. 

The bank continued its em¬ 
phasis on better customer 
service, purposeful deposit 
schemes, improved credit disci¬ 
pline ands treamlined proce¬ 
dures in its onward march. 

Dunlop India 

While addressing the annual 
general meeting of Dunlop 
India Limited held recently at 
Calcutta, Mr M.M. Sabharwal, 
chairman, said that the auto¬ 
motive tyre industry is in the 
grip of a serious recession, and 
unless there is some demand 
revival, the future of this 
industry has to be viewed with 
apprehension. The industry as 
a whole produced nearly 11 per 


cent less truck tyres in 1976 as 
compared with 1975. There 
has been a considerable fall in 
the oflf-take of tyres and the 
present capacity utilisation of 
the industry is around 60 per 
cent. 

Referring to Dunlop India, 
Mr Sabharwal said that 
although the pre-tax profits in 
1976 were slightly lower than in 
1975, the overall performance 
could be considered satisfactory. 
The nylon truck tyres manufac¬ 
tured by Dunlop India continu¬ 
ed to enjoy the highest 
preference of truck operators. 
With higher Dunlop production 
of industrial products, the need 
for the import conveyor belting 
no longer exists. 

Role of Road Transport 

Describing the road trans¬ 
port industry as the backbone 
of the economy, Mr Sabharwal 
stressed the need for its imme¬ 
diate revival and accelerated 
development, it is estimated 
that the road transport industry 
currently provides directly and 
indirectly for the livelihood of 
about 30 million people. Refer¬ 
ring to the employment poten¬ 
tial of the road transport 
industry, Mr Sabharwal said 
that on an average 15 jobs 
could be estimated for each 10- 
tonne lorry. Thus, the addition 
of 500,000 commercial vehicles 
in a decade could generate 
something like 7.5 million new 
jobs, he said. 

Mr Sabharwal pointed out 
that the Keskar committee 
reported some years ago, the 
ever increasing “tax element in 
the cost of operation has be¬ 
come a definite disincentive to 
the healthy development of 
road transport.” Mr Sabharwal 
added that according to a recent 
estimate, the tax element in the 
haulage of a tonne-km of goods 
by road is 6.1 paise which is 
even higher than the total 


average cost of carriage of 
goods by rail at 5.89 paise per 
tonne in 1973-74. 

For the urgent revival of the 
road transport industry, Mr 
Sabharwal suggested a reduction 
in excise duty on high speed 
diesel from 67 per cent to 33 
per cent and a reduction of duty 
on tyres from the present 55 per 
cent to about 30 per cent. He 
also made a strong plea for the 
elimination of multiple taxation 
on inter-state traffic, removal 
of impediments such as octroi 
and increase in the number of 
inter-state permits so that road 
carriers are free to go anywhere 
and haul goods without restric¬ 
tions. He also suggested 
encouragement of trailerisation 
to haul more load and favour¬ 
able credit terms for the pur¬ 
chase of vehicles to effectively 
deal with the present crisis in 
the automotive industry. 

During 1976, Dunlop India 
achieved a new export record 
of Rs 8.61 crores, an increase 
of 23 per cent over the pre¬ 
vious year. Suggesting simpli¬ 
fication of export procedures, 
Mr Sabharwal estimated that 
this could lead to cost savings 
up to five per cent in the import 
and export trade. 

Excise Relief 

On the subject of excise duty 
relief given by the government 
in 1976 in respect of increase 
in production over a base year, 
Mr Sabharwal is of the opinion 
that the relief in this form 
creates certain distortions in 
the market place. This scheme 
of excise concession appears 
discriminatory and should be 
reviewed. 

Dunlop has embarked on a 
major investment programme 
at the Sahaganj factory to 
ensure that it remains viable 
and is able to produce quality 
products fur domestic and 
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export markets. The truck tyre 
capacity at Ambattur is also 
being expanded. 

Gujarat State 
Fertilizers 

While addressing the annual 
general meeting of Gujarat 
State Fertilizers Company Ltd, 
the chairman, Mr Jaykrishna 
Harivallabhdas, called upon 
industrialists, industrial 

workers and agriculturists to 
make a determined effort to 
raise production and producti¬ 
vity for obtaining optimum 
utilisation of available capacity 
in the industrial and agricul¬ 
tural sectors. He emphasized 
the need for creating a better 
investment climate and review¬ 
ing the present banking policies 
for easier availability of funds 
for increased production. He 
also advocated effective 
measures to curb inflation and 
hoped that the government's 
recent pronouncements indi¬ 
cated its awareness about the 
current economic situation in 
the country. 

Bright Prospects 

While advocating’self-rcliance 
in technological matters, Mr 
Harivallabhdas emphasized the 
need for import of technology 
in sophisticated and advanced 
fields. Ample technical man¬ 
power available in our country 
brightened the prospects for 
export of Indian technology, 
he added. 

Expressing satisfaction over 
the performance of the com¬ 
pany for the year 1976, Mr 
Harivallabhdas said that the 
net profit earned for the year 
was Rs 11.64 crores after 
providing for depreciation and 
investment allowance reserve. 
As a result, the company had 
announced a dividend of Rs 22 
on equity shares which repre¬ 
sented an increase of Rs 2 
over the dividend of Rs 15 per 
equity share for the year 1975 


(nine month period). Mr Hari¬ 
vallabhdas drew the attention 
of the shareholders to the sys¬ 
tematic and continuing pro¬ 
gramme of renovation and 
modernisation undertaken by 
the company and mentioned 
that although such major re¬ 
placements involved increasing 
allocation of funds and inevit¬ 
able interruptions in plant 
operations, the company was 
not only able to maintain ferti¬ 
lizer production during 1976 
but also marginally improved 
upon its previous year's per¬ 
formance. He also revealed 
that the caprolactum plant was 
stabilised as was evident from 
its satisfactory production in 
1976. 

Mr Harivallabhdas disclosed 
that as part of its pollution 
abatement and research pro¬ 
gramme, the company was ex¬ 
ploring the possibility of re¬ 
covering useful products from 
the wastes from its plants. He 
also referred to the company’s 
new projects such as the 
nylon-6 plant, debottlenecking 
of phosphoric acid plant, 
purge gas recovery project and 
the melamine project which 
were under various stages of 
progress. He said that the pro¬ 
gress of the Rs 270-crore 
Narmada Valley Fertilizers 
project was satisfactory. He 
expected that the arrangements 
for financing the project would 
soon be finalised to enable the 
company to meet its commit¬ 
ments. 

Tata Chamicals 

The soda ash expansion 
project and other development 
schemes relating to the power 
and steam generating systems 
at Mithapur of Tata Chemicals 
Ltd are nearing completion and 
the directors consider it desir¬ 
able to diversify the activities 
of the company into areas 
other than those in which the 
company is presently engaged. 


After taking into account all 
relevant factors, the directors 
consider that it would be in 
the long-term interest of the 
company to enter the shipping 
industry by acquiring ships and 
employing them in the con¬ 
veyance of cargo and passen¬ 
gers. 

Appropriate Time 

The shipping industry had 
been experiencing very favour¬ 
able conditions till about two 
years ago and although, since 
then, business in this line has 
been somewhat depressed, it is 
believed that the long-term 
prospects are encouraging, 
particularly for Indian shipping 
in view of the high priority 
given by the government to its 
development and growth. 
The directors consider that this 
is an appropriate time to enter 
the shipping industry in view 
of the relatively low prices at 
which good second-hand ships 
are available and the reasonable 
prospect that freight rates 
should begin to show an up¬ 
ward trend in the future. 
While, in the present circum¬ 
stances, it is possible that the 
shipping business of the com¬ 
pany may have to sustain^some 
operating losses in the initial 
year or two the company will 
be able to absorb these without 
difficulty and without affecting 
its ability to maintain its 
present rate of dividends. In¬ 
deed, such initial losses would 
have been inevitable even if the 
company had undertaken any 
other new large project of 
diversification. Moreover, un¬ 
like large industrial projects, 
the present proposal offers the 
great advantage that it can be 
implemented immediately. The 
directors are of the view that 
the company is well placed for 
• taking up this shipping project. 

To start with, the company 
proposes to purchase outright 


one second-hand multipurpose 
cargo ship of 21,548 DWT 
from The Great Eastern Ship¬ 
ping Company Limited. 
Another identical ship will be 
taken on a Bareboat Charter 
arrangement for eleven months 
from the same company with 
an option to purchase the ship 
at the end of the charter 
period. These ships are about 
eight years old and are well- 
equipped versatile cargo ships, 
the demand for which is rela¬ 
tively more stable than that 
for larger specialised vessels. 
It has been agreed with The 
Great Eastern Shipping Com¬ 
pany Limited that, out of the 
purchase consideration for the 
first ship as well as that for the 
second ship (if the purchase 
option is exercised) amounting 
to about Rs 8.75 crores, a 
major part would be met 
through a deferred payment 
arrangement spread over 4 to 
5 years. 

Intirnal Resources 

Thus, the implementation 
of the project will not 
involve the issue of any addi¬ 
tional equity capital. The defers 
red payment instalments (in¬ 
cluding interest) will be 
guaranteed on behalf of the 
company by Tata Sons Limi¬ 
ted, which, in turn, will be 
secured by means of a suitable 
charge on the ships. The rate 
of guarantee ■ commission pay¬ 
able to Tata Sons Limited 
will be less than that payable 
to commercial banks for similar 
guarantees. 

In order to give the company 
adequate time to build up the 
necessary organisation and 
expertise in the shipping line, 
it is proposed to enter into an 
agreement with The Great 
Eastern Shipping Company 
Limited under which they 
would operate these two ships 
on behalf of the company for 
a remuneration, for a period 
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of up to two years. This 
arrangement with a leading 
Indian shipping company with 
a proven record of success is 
considered to be in the best 
interest of the company. 

Ahmedabad Advance 
Mills 

Sales of Ahmedabad Advance 
Mills Ltd; net of excise, for 
1976 amounted to Rs 1843 
lakhs as compared with 
Rs 1662 lakhs for the previous 
year. 

The gross profit was higher 
at Rs 127.59 lakhs as compar¬ 
ed to Rs 103.68 lakhs in the 
preceding year. After provid¬ 
ing for depreciation Rs 79.31 
lakhs, and development rebate 
reserve Rs 4,00 lakhs, the 
balance available for appro¬ 
priation, including the brought 
forward balance in profit and 
loss account of Rs 17.43 lakhs, 
was Rs 61.71 lakhs. Out of 
this, the directors have decided 
to transfer to general reserve 
Rs 3.35 lakhs and to deben¬ 
ture redemption reserve Rs 7.50 
lakhs.. 

The directors have recom¬ 
mended a declaration of prefe¬ 
rence dividend of Rs 7.14 per 
share and equity dividend of 
Rs 16 per share, aggregating 
Rs 26.37 lakhs, thereby main¬ 
taining the same rate of equity 
dividend as previous year, on 
the enlarged capital. 

Camphor and Allied 
Products 

During 1976 Camphor and 
Allied Products Ltd, produced 
923.79 tons of camphor against 
the previous year’s production 
of 874.98 tons. The company 
has also started the comme - 
cial production of parame- 
thane hydroperoxide. The 
changeover in the process of 
manufacture of camphor from 
formic acid to acetic acid has 
contributed sizeably in the 
saving in the raw materials cost 


and improved the profitability 
of the confpany during the 
year under review 

Over the period of years, the 
company has also considerably 
reduced the reliance on the 
imported raw materials. The 
consumption of imported raw 
materials has amounted to 
Rs 4.68 lakhs during the year 
against Rs 22.51 lakhs during 
the previous year while the 
import of components, spare 
parts and capital goods have 
also come down by more than 
50 per cent. It is this company’s 
endeavour to see that the 
dependence on the imported 
materials is reduced to the bare 
minimum. 

Bonus Shares 

The company issued 45,000 
fully paid-up bonus equity 
shares in proportion to one 
bonus share for the two exist¬ 
ing equity shares and were 
allotted to the members of the 
company whose names stood 
on the register of the com¬ 
pany as on February 2, 1977. 
These 45,000 new equity shares 
are ranking for dividend for 
1976. The directors have re¬ 
commended a dividend of 
Rs 15 per share on the increas¬ 
ed share capital of 1,35,000 
equity shares of Rs 100 each, 
subject to deduction of taxes 
at source. 

It is gratifying to note that 
based on the know-how deve¬ 
loped by the company’s 
research centre and licensed, 
the manufacture of sorbitol, 
eugenol and isoeugenol has 
been started by the licensees 
for the first time during the 
current year and the products 
based on the said know-how 
has been received well in the 
market and the research 
centre has started earning a 
small revenue by way of 
royalty. 

The company has signed 


an agreement with the Jammu 
& Kashmir government, for 
the establishment of a joint 
sector company for the manu¬ 
facture of rosin and turpentine 
derivatives such as phenolic 
resins, ester gum, hard resins, 
terpene resin, etc. Under the 
terms of the agreement, 
Camphor and Allied Products 
will be providing the know¬ 
how to the new company to be 
floated in the state of Jammu 
& Kashmir, on the initial 
payment of know-how fee of 
Rs 2.00 lakhs and the royalty 
@ three per cent for the period 
of four years and two percent 
for the next six years, subject 
to the ceiling of Rs 35 
lakhs. 

In terms of the collabora¬ 
tion agreement with Jammu & 
Kashmir Industries Ltd, 
Camphor and Allied Products 
will be required to make the 
investment of the 25 per cent 
of the estimated subscribed 
capital of Rs 1.50 crores of the 
new company. 

Wheels India 

Wheels India Ltd has made 
fine progress during the year 
ended December 31,1976. The 
company’s turnover has 
increased from Rs 12.12 crores 
in 1975 to Rs 12.55 crores in 
1976. There was a slight in¬ 
crease in the number of wheels 
sold. The selling prices of the 
wheels however were revised 
downwards on account of lower 
priced indigenous steel which 
was available for part of the 
year. There was also 
reduction in the customs duty 
on imported rim sections. 

The company is taking 
necessary steps for the early 
completion of its programme 
for substantial expansion of 
capacity to 7,50,000 commer¬ 
cial vehicle, passenger car, jeep 
and tractor wheels per annum. 

The 1500-ton mechanical 
press ordered with Hindustan 


Machine Tools Ltd, has been 
received and is now being 
commissioned. This is expected 
to increase the company’s 
capacity for production of 
heavier duty wheels. * 

The net profit, after pro¬ 
viding for depreciation and 
taxation, was substantially 
higher at Rs 34.82 lakhs as 
compared to Rs 29.63 lakhs in 

1975. After adjustment of 
income-tax paid for earlier 
years, taking credit for income- 
tax refund due to the com¬ 
pany and the development 
rebate write backs, an amount 
of Rs 28.36 lakhs is available m 
for dividends and reserves. The 
directors have recommended 

a dividend of 12 per cent for 

1976. This will absorb Rs 26.32 
lakhs. 

News and Notes 

The Queen of Denmark 
has conferred the prestigious 
Order of the Dannebrog (the 
name of the Danish Flag) on 
Mr H. Holck-Larsen, Chair¬ 
man, Larsen and Toubro Limit¬ 
ed. The royal order, in recog¬ 
nition of Mr Holck-Larsen’s 
services in India, makes him a 
knight of the first degree. 
Recipients of the order insti¬ 
tuted in 1671—become mem¬ 
bers of the corps of “White 
Knights” of Denmark. 

Mr Holck-Larsen, who is« 
also Consul-General for Den¬ 
mark in Bombay, had earlier 
received royal recognition in 
1962, and from the National 
Association of Danish Enter¬ 
prise in 1968 for his services in 
promoting trade relations 
between India and Denmark. 
Last year, Mr Holck-Larsen 
was the recipient of the Ramon 
Magsaysay Award for Inter¬ 
national Understanding for bis 
“signal contribution towards 
Indias technical modernisation, 
complementing industrialisa¬ 
tion with human concern" Mr 1 
Holck-Larsen was the first 
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industrialist in this country to 
receive the Magsaysay award. 

The Monopolies & Restric¬ 
tive Trade Practices Commis¬ 
sion has initiated mo moto 
proceedings in respect of M/s 
Gedore Tools India Ltd of 
New Delhi and its two sole 
selling agents Ms Jhalani & 
Company and Ms Jhalani Bro¬ 
thers of Delhi. The company 
is a major producer of forged 
handtools in the country and 
it has entered into a standard 
form of agreement with its 
two sole selling agents, who in 
k turn have entered into agree¬ 
ments with dealers/stockists 
for sale of handtools. The 
notice issued alleges that the 
said agreement with the sole 
selling agents contains certain 
trade practices such as 
area allocation, re-sale price 
maintenance, restrictions on 
the payment of commission, 
exclusive dealership and restric¬ 
tions on the appointment of 
sub-agents by the sole selling 
agents. The notice further 
alleges that the agreement of 
the sole selling agents with 
stockists/agents contains prac¬ 
tices such as quantity dis¬ 
counts, does not leave freedom 
to the dealers/stockists to sell 
at prices lower than the prices 
indicated in the price list and 
imposes restrictions regarding 
the number of stockists to be 
appointed. 

Malpractices 

The notice also sets out the 
mannner in which the various 
trade practices referred to 
above render competition in¬ 
effective or distOit/restrict 
competition in various ways. 
For example the insistence on 
exclusive dealership by the 
manufacturer on the sole sel¬ 
ling agents restricts competi¬ 
tion by fore-closing the dis¬ 
tribution outlets to other com¬ 
petitors in the trade specially 


large number of handtool 
manufacturers in the small 
scale sector. The notice fur¬ 
ther states that the quantity 
discounts also appear to be 
ultimately reducing the com¬ 
petition by placing small stoc¬ 
kists at a disadvantage etc. 

New Issues 

Tata-Fiolay Limited was 
promoted in 1962 in technical 
and financial collaboration 
with James Finlay & Company 
Limited, Glasgow, UK. Until 
recently, the company was 
engaged mainly in the manu¬ 
facture, sale and export of tea- 
instant, blended and packeted. 
In 1964, the company’s pack¬ 
et tea plant commenced com¬ 
mercial production and in 1965 
its instant tea plant was 
operational. 

Till 1968, the company’s 
initial operations were adver¬ 
sely affected. However, from 
1969 onwards the working of 
the company have improved 
considerably. 

Reorganisation 

With effect from January 1, 
1976, the company reorganised 
its capital structure after neces¬ 
sary approval of the High 
Court of Bombay. Accord¬ 
ingly, Rs 137.5 lakhs (part of 
the loans provided by James 
Finaley and its associates and 
Tata Sons Limited, the prin¬ 
cipal promotors of the com¬ 
pany) was converted into equity 
capital at par. This increased 
the paid-up capital to Rs 275.75 
lakhs but was subsequently 
reduced to Rs 130 lakhs to 
write off the company’s accu¬ 
mulated book losses. With 
effect from January 1, 1976, 
the company has acquired, as 
going concerns, the Indian 
undertakings of James Finlay 
and its seven associated sterl¬ 
ing tea companies. These tea 
companies have Jong been 


managed by James Finlay 
which, along with McLeod 
Russel & Company Limited, 
hold their equity capital. 

Tata-Finlay has acquired all 
the fixed assets in India of 
James Finlay and its associat¬ 
ed compinies for a total con¬ 
sideration of Rs 11.50 crores 
against allotment to the ven¬ 
dors of shares of a nominal 
value of Rs 1.98 crores and 
the balance amount has been 
retained as unsecured loans car¬ 
rying interest at five per cent 
p.a. The expenditure on stamp 
duty, registration and other 
charges on the conveyances are 
being borne by the vendors and 
will be paid on their behalf by 
the company out of the loans. 
The balance of the loans are 
repayable in five annual instal¬ 
ments commencing from the 
expiry of one year from the 
date of allotment of shares 


now being offered to the 
public. 

The company's present* paid- 
up capital is Rs 3.4 crores, 
Rs 2.4 s trores of which is held 
by James Finlay and its asso¬ 
ciate companies and the 
balance shares arc held main¬ 
ly by the Taia Group. As on 
December 31, 1976, the reserv¬ 
es and surpluses amounted to 
Rs 3.62 crores. The company 
is issuing to the Indian public, 
additional capital of Rs 2.6 
crores at par which issue will 
open for subscription on June 
15, 1977. The full amount of 
Rs 10 per share is payable on 
application. The proceeds of 
the issue will be utilised to meet 
a part of the cost of acquisi¬ 
tion of the fixed assets in 
India of James Finlay and the 
associated companies. The 
entire public issue is under¬ 
written. 


Dividend 


(per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 

Pcerraade Tea Company 

Dec. 

31, 1976 

20.0 

Nil 

A.V. Thomas (Alleppey) & Co. 

Dec. 

31, 1976 

1S.0 

12.0 

Bombay Oxygen 

Dec. 

31, 1976 

15.0 

12.0 

Coimbatore Pioneer 

Dec. 

31, 1976 

12.0 

Nil 

Modella Woollens 

Dec. 

31, 1076 

12.0* 

10.0 

J. L. Morison 

Dec. 

31, 1976 

10.0 

Nil 

Sandoz (India) 

Dec. 

31, 1976 

14.0 

12.0 

Same Dividend 

Shree Digvijay Cement 

Dec. 

31, 1976 

12.0 

12.0 

Arvind Mills 

Dec. 

31, 1976 

18.0 

18.0 

Synthetics and Chemicals 

Dec. 

31, 1976 

15.0 

15.0 

Reduced Dividend 

Indian Metals & Ferro Alloys 

Dec. 

31, 1976 

22.5* 

25.0 


*Oo the enlarged capital. 
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Surveillance of RECORDS 

exchange rates AND 

STATISTICS 


The Executive Directors of the International Monetary 
Fund have discussed the implementation of Article 
IV of the proposed second amendment of the Fund's 
articles of agreement and have reached agreement 
on the principles and procedures for the guidance 
of members and for the exercise of Fund surveillance 
with regard to the exchange rate policies of 
members in the period after the second amendment 
has become effective. These principles and 
procedures, which are subject to reconsideration in 
the light of experience, are set forth in a document 
entitled "Surveillance over Exchange Rate Policies." 
The decision taken by the Executive Directors 
approving the document is given below: 


The Executive Board has 
discussed the implementation 
of Article IV of the proposed 
second amendment of the 
Articles of Agreement and has 
approved the following docu¬ 
ment entitled “Surveillance 
over Exchange Rate Policies.” 
The Fund shall act in 
accordance with this document 
when the second amendment 
becomes effective. In the period 
before that date the Fund 
shall continue to conduct 
consultations in accordance 
with present procedures and 
decisions. 

Periodic Review 

The Fund shall review the 
document entitled “Surveillance 
over Exchange Rate Policies” 
at intervals of two years and at 
such other times as considera¬ 
tion of it is placed on the 
agenda of the Executive Board. 

General Principles: Aitide 
IV, Section 3(a) provides 
that “The Fund shal) oversee 
the international monetary 
system in order to ensure 


its effective operation, and 
shall oversee the comp¬ 
liance of each member with 
its obligations under Section 1 
of this Article.” Article IV, 
Seciion 3(b) provides that in 
order to fulfil its functions 
under 3(a), “The Fund shall 
exercise firm surveillance over 
the exchange rate policies of 
members, and shall adopt 
specific principles for the 
guidance of all members with 
respect to those policies.” 
Article IV, Section 3(b) also 
provides that “The principles 
adopted by the Fund shall be 
consistent with cooperative 
arrangements by which mem¬ 
bers maintain the value of 
their currencies in relation to 
the value of the currency or 
currencies of other members, 
as well as with other exchange 
arrangements of a member's 
choice consistent with the 
purposes of the Fund and 
Section 1 of the Article. These 
principles shall respect the 
domestic, social and political 
policies of members, and in 
applying these principles the 


Fund shall pay due regard to 
the circumstances of members.” 
In addition, Article IV Section 
3(b) requires that “Each 
member shall provide the Fund 
with the information necessary 
for such surveillance, and, 
when requested by the Fund, 
shall consult with it on the 
member’s exchange rate 
policies.” 

Towards Stability 

The principles and proce¬ 
dures set out below, which 
apply to all members whatever 
their exchange arrangements 
and whatever their balance of 
payments position, are adopted 
by the Fund in order to per¬ 
form its functions under 
Section 3(b). They are not 
necessarily comprehensive and 
are subject for reconsideration 
in the light of experience. They 
do not deal directly with the 
Fund's responsibilities referred 
to in Section 3(a), although it 
is recognized that there is a 
close relationship between 
domestic and international 
economic policies. This 
relationship is emphasized in 
Article IV which includes the 
following provision: “Recogni¬ 
zing . . . that a principal 
objective (of the international 
monetary system) is the 
continuing development of the 
orderly underlying conditions 
that are necessary for financial 
and* economic stability, each 
member undertakes to collabo¬ 
rate with the Fund and other 
members to assure orderly 
exchange arrangements and to 
promote a stable system of 
exchange rates.” 


Principles for the Guidance of 
Members’ Exchange Rate Poli¬ 
cies: (A) A member shall avoid 
manipulating exchange rates 
or the international monetary 
system in order to prevent 
effective balance of payments 
adjustment or to gain an unfair 
competitive advantage over 
other members. 

(B) A member should inter¬ 
vene in the exchange market 
if necessary to counter dis¬ 
orderly conditions which may 
be characterized inter alia by 
disruptive short-term move¬ 
ments in the exchange value of 
its currency. 

Intervention Policies 

(C) Members should take 
into account in their inter¬ 
vention policies the interests 
of other members, includ¬ 
ing those of the countries in 
whose currencies they intervene. 

Exchange Rate Policies : 
1. The surveillance of ex¬ 
change rate policies shall be 
adapted to the needs of inter¬ 
national adjustment as they 
develop. The functioning of 
the international adjustment 
process shall be kept under 
review by the Executive Board 
and Interim Committee and 
the assessment of the operation 
shall be taken into account in 
the implementation of the 
principles set forth below. 

2. In its surveillance of the 
observance by members of the 
principles set forth above, the 
Fund shall * consider the 
following developments as 
among those which might 
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indicate the need for discussion 
with a member: 

(i) protracted large-scale 
intervention in one direction in 
the exchange market; 

(ii) an unsustainable level of 
official or quasi-official 
borrowing, or excessive and 
prolonged short-term official 
or quasi-official lending, for 
balance of payments pur¬ 
poses; , 

(iii) (a) the introduction, 
substantial intensification or 

fc prolonged maintenance, for 
balance of payments purposes, 
of restrictions on, or incentives 
for, current transactions or 
payments; or 

(b) the introduction or 
substantial modification for 
balance of payments purposes 
of restrictions on, or incentives 
for, the inflow or outflow of 
capital; 

(iv) the pursuit, for balance 
of payments purpose, of mone¬ 
tary and other domestic finan¬ 
cial policies that provide 
abnormal encouragement or 
discouragement to capital 
flows; and 

(v) behaviour of the ex¬ 
change rate that appears to be 
unrelated to underlying econo¬ 
mic and financial conditions 
including factors affecting 
competitiveness and long-term 
capital movements. 

Reserve Position 

3. The Fund's appraisal of 
a member's exchange rate 
policies shall be based on an 
evaluation of the developments 
in the member’s balance of 
payments against the back¬ 
ground of its reserve position 

B external indebtedness, 
iraisal shall be made 
e framework of corn- 
e analysis of the 

Bcxmmisr 


general economic situation and 
economic policy strategy of 
the member, and shall 
recognize that domestic as well 
as external policies can con¬ 
tribute to timely adjustment of 
the balance of payments. The 
appraisal shall take into 
account the extent to which 
the policies of the member, 
including its exchange rate 
policies, serve the objectives 
of the continuing development 
of the orderly underlying 
conditions that are necessary 
for financial stability, the 
promotion of sustained solid 
economic growth, and reason¬ 
able levels of employment. 

Procedures for Surveillance: 
1 Each member shall notify 
the Fund in appropriate detail 
within thirty days after the 
second amendment hecomcs 
effective of the exchange 
airangcmcnts it intends to 
apply in fulfilment of its 
obligations under Article IV, 
Section 1. Each member shall 
also notify the Tund promptly 
of any changes in its exchange 
arrangements. 

Annual Consultation 

II. Members shall consult 
with the Fund regularly under 
Article IV. The consultations 
under Article IV shall com¬ 
prehend the regular consulta¬ 
tions under Articles VIII and 
XIV. In principle such con¬ 
sultations shall take place 
annually, and shall include 
consideration of the observance 
by members of the principles 
set forth above as wcli as of a 
member’s obligations under 
Article IV, Section I. Not 
later than three months after 
the termination of discussions 
between the member and the 
staff, the Executive Board 
shall reach conclusions and 
thereby complete the consulta¬ 
tion under Article IV. 

III. Broad developments in 


exchange rates will be reviewed 
periodically by the Executive 
Board, inter alia in discussions 
of the international adjustment 
process within the framework 
of the World Economic Out¬ 
look. The Fund will continue 
to conduct special consulta¬ 
tions in preparing for these 
discussions. 

Close C ontacts 

IV. The Managing Director 
shall maintain close contact 
with members in connection 
with their exhange arrange¬ 
ments and exchange policies, 
and will be prepared to discuss 
on the initiative of a member 
important changes that it 
contemplates in its exchange 
arrangements or its exchange 
rate policies. 

V. If, in the interval bet¬ 
ween Arlicle IV consultations, 
the Managing Director, taking 
into account any views that 
may have been expressed by 
other members, considers that 
a member's exchange rate 
policies may not be in accord 
with the exchange rate 
principles, he shall raise the 
matter informally and con¬ 
fidentially with the member, 
and shall conclude promptly 
whether there is a question of 
the observance of the princi¬ 
ples. If he concludes that 
there is such a question, he 
shall intitiate and conduct on 
a confidential basis a discussion 
with a member under Article 
IV, Section 3(b). 

As soon as possible after 
the completion of such a 
discussion, and in any event 
not later than four months 
after its initiation, the 
Managing Director shall report 
to the Executive Board on the 
results of the discussion. If, 
however, the Managing 
Director is satisfied that the 
principles are being observed, 


he shall informally advise all 
Executive Directors, and the 
staff shall report on the dis¬ 
cussion in the context of next 
Article IV consultation; but 
the Managing Director shall 
not place the matter on the 
agenda of the Executive Board 
unless the member requests 
that this procedure be followed. 

Vf. The Executive Directors 
shall review annually the 
general implementation of the 
Fund’s surveillance over mem¬ 
bers' exchange rate policies. 

- An IMF Survey 


This 

Publication.... 



is Available in 
MICROFORM 

For Complete information 

WRITE: ... 8a 

University 

Microfilms 

International 




Qect. F.A. 

300 North Zeeb Road 
Ann Arbor. Ml 48106 
U.S.A. 


Dept. F.A, 

18 Bedford Row 
London, WC1R4fJ 
England 


may 27, 1977 


1013 



RECORDS & STATISTICS 


A 


Wholesale 

prices 

The official wholesale prices 
index of. ‘All Commodities’ 
(base 1970-71 rr: 100) stood at 
183.9 during the weekended 
April 23, 1977 as against 182.9 
for the previous week. Compar¬ 
ed with the earlier week, the 
index for the week under review 
showed a rise of 0.5 per cent. 

Groupwise analysis of price 
movement is shown below: 

Primary Articles 

Among primary articles, the 
index for “Food Articles’* 
stood at 169.6 as against 167.6 
for the previous week, showing 
a rise of 1.1 per cent. The 
increase in index was due to 
the rise in the prices of fruits 
and vegetables (4-6 per cent), 
barley, masoor, eggs and tea 
(+2 per cent each), moong; 
milk and ghee (+1 per cent 
each). However, the prices of 
fish and turmeric (—4 per cent 
each), wheat and arhar (—3 
per cent each), maize, urad and 
chillies (—2 per cent each), 


jo war, ragi and coffee (—1 per 
cent each), declined. 

Higher prices of mesta (+5 
per cent), rubber (+3 per cent), 
oilseeds, tanning materials and 
logs and timber (+1 per cent 
each) raised the index for 
‘Non-food Articles’ (which 
includes-industrial raw mate¬ 
rials) by 0.5 per cent to 183.3 
when compared to 182.3 for 
the previous week. The prices 
of lac (—9 per cent), raw silk 
and raw tobacco (—1 per cent 
each) recorded a fall. 

The index for ‘Minerals’ 
group remained firm at its 
previous week’s level of 442.2. 

The index for this group 
moved up by 0.4 per cent 
to 233.0 when compared to 
232.0 for the earlier week due 
to a rise in the prices of electri¬ 
city (+2 per cent). 

Manufactured Products 

Among manufactured pro¬ 
ducts, the index for the group 
‘Food Products’ witnessed a 
rise of 0.4 per cent to 189.8 
as against 189.0 for the pre¬ 
vious week due to rise in prices 
of rice bran oil (+5 per cent) 
animal food (+3 per cent), 
khandsari, groundnut oil and 


cottonseed oil (+2 per cent, 
each) and mustard-oil and oil¬ 
cakes (-f-l per cent each). 
However, the prices of coconut 
oil (—8 per cent) and kardi oil 
(—1 per cent each) fell. 

The index for ‘Beverages, 
Tobacco and Tobacco Products’ 
advanced by 0.7 per cent to 

167.6 as against 166.4 for the 
earlier week due to a rise in 
prices of cigarettes (4-1 per 
cent). 

Textiles 

The index for ‘Textiles’ 
group registered a rise of 0.3 
per cent to 166.2 as against 

165.7 for the earlier week due 
to an increase in prices of 
khadi (+13 per cent) and art 
silk and artificial yarn (4-1 
per cent). The prices of jute 
manufactures (—1 per cent), 
however, receded. 

The index for ‘Paper & Paper 
Products’ stood stationary at 
its previous week’s level of 
182.2. 

The index for ‘Leather and 
Leather Products’ remained 
unchanged at its earlier peek’s 
level of 221.7. 

The index for ‘Rubber and 
Rubber Products’ remained 


firm at its earlier week’s level 
of 156.0. 

The index for the ‘Chemicals 1 
and Chemical Products’group 
came down by 0.1 per cent to 
171.0 as against 172.0 for the 
previous week owing to a fall 
in prices of polyester fibre (—17 
per cent although the prices of 
synthetic resins (+16 per cent), 
linseed oil (+6 per cent), 
bichromates (+4 per cent) and 
castor oil (+2 per cent) showed 
a rise. 

The index for ‘Non-metallic 
Mineral Products’ showed a rise " 
of 0.2 per cent to 190.3 as 
against 190.0 for the previous 
week due to an increase in 
the prices of glass sheets (4-2 
per cent). 

Basic Metals 

The index for ‘Basic Metals, 
Alloys and and Metal Products' 
maintained its earlier week s 
level of 191.6. 

The index for ‘Machinery & 
Transport Equipment' group 
remained unchanged at its 
earlier week’s level of 169.2. 

The index for the “Miscel¬ 
laneous Products” stood un¬ 
changed at its previous week’s 
level of 168.9. 


Index Numbers of Wholesale Prices by Major Groups, Groups & Sub-groups 


(Base 1970-71 « 100) 


Major groups, groups & sub¬ 
groups 

Weights in 
relation to 
all-commo¬ 
dities 



Week Ended 



23.4.77 

16.4.77 

26.3.77 

26:2.77 

24.4.76 


(Provisiona) 


(Final) 

i 

2 

3 

4 

5 

6 

7 

All Commodities 

( 1000 . 00 ) 

183.9 

182.9 

181.5 

183.5 

168.2 

1 Primary Articles 

416.67 

181.2 

. 179.5 

177.0 

180.2 

156 . 7 .. 

A. Food Articles 

297.99 

169.6 

167.6 

. 164.0 

164.4 

150.0 

Foodgrains 

129.22 

158.5 

159.9 

161.0 

164.2 

144.2 

Cereals 

107.43 

156.8 

158.3 

150.0 

161.3 

145.7 

Pulses 

21.79 

166.6 

167.7 

172.0 

178.3 

136.8 

Fruits & vegetable 

61.32 

173.7 

163.1 

158.8 

148.3 

. 1442 


— Comd. 
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Index Nmabm of WMmte Pricea by Major Groans, OraqM ft Smhcmm»--Contd. 


1 


Milk ft milk products 
Eggs, fish & meat 
Condiments & spices 
Other food articles 

B. Non-food Articles 

Fibres 

Oilseeds 

Other non-food articles 

C. Minerals 
Metallic minerals 
Other minerals 

Petroleum crude & natural gas 

11 Fuel, Power, Light ft Lubricants 

Coal mining 
Mineral oils 
Electricity 

HI Manufactured Products 

A. Food Products 

Dairy products 

Canned & preserved fruits & 
vegetables 

Canned ft preserved fish & 
seafood 

Grain mill products 
Bakery products 
Sugar, khandsari ft gur 
Sugar, confectionary, cocoa & 
chocolate 

Miscellaneous food products 
Edible oils 
Oilcakes 

Other miscellaneous preducts 

B. Beverages, Tobacco & Tobacco 
Products 

Wine industries 
Soft drinks 

Tobacco manufactured 

C. Textiles 
Cotton textiles 
Woollen yarn & textiles 

Silk, art silk ft synthetic fibre 
textiles 

Jute, hemp ft mesta textiles 
Textiles products n.e.s. 

D. Paper & Paper Products 

E. Leather ft Leather Products 

| Tanned & cured finished lea- 
, thcr 


2 3 4 


61.50 

157.1 

155.2 

18.97 

180.9 

182.6 

10.94 

167.0 

168.5 

16.04 

279.3 

275.6 

106 21 

183.3 

182.3 

31.73 

196 9 

195.9 

42.01 

180.4 

178.4 

32.47 

173.8 

174.0 

12.47 

442 2 

442 2 

2.29 

177.4 

177.4 

4.16 

18! .5 

181 .5 

6.02 

723.6 

723.6 

84.59 

233.0 

232.0 

11.47 

197 2 

197.2 

49.12 

267.6 

267.6 

24.00 

179.3 

175.8 

498.74 

177.9 

177.5 

133.22 

189 8 

189 3 

3.00 

180.9 

180.9 

0.39 

155.5 

155.5 

0.36 

205 0 

205.0 

4.64 

158.5 

158.5 

1 .05 

159.8 

159.8 

72.41 

195.4 

194.6 

0.53 

160.2 

160.2 

49.16 

181.9 

185.8 

37.16 

175.2 

174.4 

9.05 

240.2 

237.5 

2.95 

171.5 

170 7 

27.08 

167 6 

166 4 

6.77 

133.3 

133.3 

0.82 

224.9 

224.9 

10.49 

177.2 

175.4 

110.26 

166 2 

165.7 

81.02 

171.2 

170.6 

2.44 

210.4 

210.6 

12.83 

159.6 

158.3 

12.14 

126.4 ' 

127.4 

1.83 

192.5 

192.5 

0 51 

182.2 

182.2 

3.85 

221.7 

221.7 

2.95 

230.6 

230.6 
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5 

6 

7 

151.9 

152.4 

155.8 

175.3 

184.7 

167.1 

174.5 

169.7 

159.0 

202.1 

247.1 

169.6 

183 1 

193 7 

141.0 

1950 

203.4 

164.2 

175.7 

194.6 

109.3 

18! .0 

183.2 

162.1 

442 2 

442 2 

442.9 

177.4 

177.4 

172.8 

181 .5 

181.5 

180.8 

723.6 

723.6 

727.4 

232.0 

232.1 

229 4 

197.2 

197.7 

197.7 

267.6 

267.6 

267.2 

175.8 

175.8 

167.4 

176 0 

178.1 

167.4 

185 3 

194.3 

168.8 

180.9 

180.9 

181.4 

155.5 

155.5 

155.5 

205.0 

229.2 

291.0 

159.8 

159.8 

170.4 

159.8 

159.8 

168.4 

191 .7 

198.1 

204.6 

160.2 

160.2 

160.3 

180.1 

194.6 

115.2 

168.4 

187 0 

108.7 

231.8 

234.8 

129.7 

167.9 

167.3 

152.7 

166 4 

166 4 

170.0 

133.3 . 

133.3 

132.2 

224.9 

244.9 

224.9 

175.4 

175.4 

180.9 

164.5 

162 4 

145.4 

168.5 

168.4 

144.4 

210.6 

210.6 

202.0 

157.3 

156.9 

155.1 

132.1 

135.5 

125.1 

192.5 

192.5 

183.8 

182.2 

182.2 

180 4 

224.2 

221.7 

225.8 

230.6 

230.6 

232.6 

—Contd. 
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Mex Number* of Wholesale Prices by Major Groups, Groups ni Sab-gronps (ContcT) 


1 

2 

3 

4 

5 

6 

7 

Footwear & other leather pro¬ 
ducts 

0.90 

192.2 

192.2 

203.1 

192.2 

203.1 

F. Rubber & Rubber Products 

12.07 

156.8 

159.8 

156 8 

156.9 

158.7 

Tyre Sc tubes 

9.84 

154.6 

154.6 

154.6 

154.7 

157.0 

Other rubber products 

2.23 

166.3 

166.3 

166.3 

166.3 

165.9 

G. Chemicals & Chemical Products 

55.40 

171.8 

172 0 

171.2 

172.4 

169.8 

Basic industrial chemicals 

7.26 

190.6 

190.6 

190.5 

190.7 

191 .9 

Fertilisers 

12.52 

178.5 

178.5 

178.6 

178.6 

189.8 

Insecticides 

1.16 

232.7 

232.7 

232.7 

232.7 

232.0 

Paints Sc varnishes 

1.92 

207.4 

207.4 

207.4 

207.4 

199.6 

Drugs & medicines 

0.03 

135.4 

135.4 

135.4 

135.2 

132.3 

Cosmetics, soap Sc detergent 

5.06 

170.4 

170.4 

169.9 

170.3 

166.2 

Inedible oils 

1.54 

186.9 

J77.I 

161.4 

194.1 

98.9 

Synthetic resins, rosins Sc 
plastic materials 

1.30 

162.3 

165.8 

165.6 

165.4 

162.6 

Dyestuffs Sc other chemicals 
n.e.s. 

7.09 

180.7 

180.5 

178.0 

180.3 

172.6 

H. Noil-metallic Mineral Products 

14.15 

190.3 

190.0 

189 7 

189.7 

191 0 

Structural clay products 

1.82 

209.0 

209.0 

200.0 

209.5 

207.1 

Glass Sc glass products 

1.98 

191.5 

189.0 

190.2 

189.9 

217.7 

Earthenware & earthen 
pottery 

0.96 

253.3 

253.3 

253.3 

253.3 

253.3 

Cement, lime & plaster 

7.07 

174.3 

174.3 

173.8 

173.8 

172.1 

Miscellaneous non-metallic mineral 
products 

2.32 

197.0 

197.0 

196.3 

196.3 

187.1 

I. Basic Metals, Alloys & Metal 
Products 

59.74 

191.6 

191 6 

190.7 

190.7 

188.2 

(Basic metals Sc alloys) 

46.51 

193.6 

193.5 

192.5 

192.4 

191.0 

Iron & steel& ferro alloys 

34.73 

187.5 

187.5 

187.0 

187.0 

186.7 

Non-ferrous metals Sc their 
alloys 

211.78 

211.6 

211.5 

208.9 

208.5 

2)3.6 

Metal products 

13.23 

184.9 

184.9 

184.5 

184.5 

178.5 

J. Machinery & Transport Equip¬ 
ment 

67.18 

169 2 

169 2 

169 2 

169.2 

170.7 

Machinery Sc machine tools 

50.45 

169.6 

169.6 

169.6 

169.6 

171.4 

Non-electrical machinery 

30.91 

J33.8 

173.8 

173.8 

173.8 

176.8 

Electrical machinery 

19.54 

163.0 

163.0 

163.0 

162.0 

163 0 

Transport equipment 

16.73 

168.1 

167.8 

167.8 

167.8 

168.5 

Motor vehicles & parts 

13.73 

173.5 

173.1 

173.1 

173.1 

174.0 

Motor cycles, scooters, bicycles 
& parts 

3.00 

143.4 * 

143.3 

143.2 

143.2 

143.6 

1C. Miscellaneous Products 

7.20 

168 9 

168 9 

168.3 

169.2 

165.2 

Wood Sc wood products 

1.74 

160.8 

160.8 

160.8 

164.7 

160.5 

Other manufacturing industries n.e.s. 

5.46 

171.6 

171.6 

170.7 

170.7 

166.7 


Source : Office of the Economic Advtser Deptt. of Industrial Development. 
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(Rs crores) 


_ Reserve Bank of India _ 

1976 ] 977 Variations over 


Week ended----— 

_April 30_April 22 April 29 Week _ Month Year 


Notes in Circulation: 

6,824 

8,129 

8,086 

—43 

338 

1,262 

Notes Issued 

6,833 

8,159 

8,118 

—41 

340 

1.285 

Notes held in Banking Department 

8 

31 

32 

1 

2 

24 

Deposits: 

Central & State Governments 

169 

314 

356 

42 

-532 

187 

Scheduled Commercial Banks 

697 

1.166 

1,031 

— 135 

—142 

334 

Scheduled Stale Cooperative Banks 

30 

38 

48 

JO 

13 

18 

Other Banks 

3 

3 

4 

1 

1 

l 

Others 

LSI 3 

2,179 

2,206 

27 

82 

393 

Other Liabilities 

1,989 

2,444 

2,429 

—15 

222 

440 

Total Liabilities/Assets 

11,524 

14,273 

14,159 

—114 

—19 

2,635 

Foreign Exchange Assets 1 

1,327 

2,882 

2,910 

88 

82 

1,583 

Gold Coin and Bullion 

183 

188 

188 

— 


5 

Rupee Securities* 

6.642 

7,010 

6,952 

—58 

—131 

310 

Loans and Advances: 

Central & State Governments 

359 

591 

517 

—74 

355 

158 

Scheduled Commercial Banks 

835 

657 

614 

—43 

345 

—221 

State Cooperative Banks 

289 

429 

425 

—4 

—43 

136 

Others 

529 

655 

656 

1 

1 

127 

Bills Purchased and Discounted : 

Commercial 

131 

189 

174 

-15, 

—12 

43 

Treasury 

396 

421 

411 

— 10 

5 

15 

Investments 3 

31 

313 

313 

— 

245 

282 

Other assets 

803 

998 

1,001 

3 

—173 

198 


Notes: 1. Foreign securities plus balances held abroad. 2. Government of India rupee securities including ad-hoc treasury bills. 
3. Excluding investments in rupee securities. 

Scheduled Banks —Business in India (Rs crores) 



AH Scheduled Banks 

Scheduled Commercial Banks 

Week ended 

1976 

1977 

1976 

1977 

April 30 

April 22 

April 29 

April 30 

April 22 

April 29 

Aggregate deposits 

15,028 

18,681 

18,718 

11,466 

17,989 

18,033 

Demand 

5,974 

7,189 

7,174 

5,837 

7,025 

7,014 

Time 

9,054 

11,491 

11,544 

8,629 

10,964 

11,019 

Borrowings from Reserve Bank 

1,122 

1,084 

1,038 

835 

657 

614 

Cash & balances with Reserve Bank 

1,036 

1,577 

1,457 

1,004 

1,536 

1,407 

Cash 

309 

373 

378 

306 

371 

375 

Balances 

727 

1,204 

1,079 

697 

1,166 

1,031 

Investments 

4,911 

6,067 

6,230 

4,754 

5,872 

6,034 

Government securities 

3,527 

4.357 

4,520 

3,437 

4,246 

4,409 

Other approved securities 

1,384 

1,710 

1,709 

1,317 

1,626 

1,625 

Bank credit 

11,993 

14,313 

14,261 

11,152 

13,312 

13,274 

Loans, cash-credits and overdrafts 

9,490 

12,475 

12,439 

8,649 

11,474 

11,453 

Inland bills purchased 

1,084 

686 

699 

1,084 

686 

699 

y, discounted 

886 

521 

502 

886 

521 

501 

Foreign bills purchased 

361 

399 

405 

361 

399 

405 

,9 discounted 

172 

232 

217 

172 

232 

217 

tash-D$posit Ratio 

6.89 

8.44 

7.78 

6.94 

8.54 

7.80 

Investment-Deposit Ratio 

32.68 

32.48 

33.28 

32.86 

32.64 

33.46 

Credit-Deposit Ratio 

79.80 

76.62 

76.19 

77.09 

74.00 

73.61 


Source : Reserve Bank of India 
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Werkers 


(Bue 1900 - 100) 



1965- 

66 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1973- 

74 

1974- 

75 

1975- 

76 



1976 




1977 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 

Mar. 

All India 


177 

186 

192 

207 

250 

317 

313 

298 

302 

304 

306 

306 

307 

310 

312 

Ahmedabad 

130 

169 

176 

181 

198 

245 

305 

293 

279 

283 

281 

280 

284 

286 

293 

295 

Alwaye 

145 

197 

198 

202 

215 

267 

346 

358 

318 

322 

322 

328 

330 

320 

311 

311 

Asansol. 

140 

178 

189 

194 

206 

245 

316 

317 

319 

319 

321 

323 

321 

322 

326 

330 

Bangalore 

144 

183 

186 

194 

212 

265 

318 

332 

312 

319 

326 

335 

330 

336 

342 

339 

Bhavnagar 

132 

178 

186 

194 

217 

273 

327 

315 

297 

301 

303 

300 

298 

297 

301 

305 

Bombay 

130 

175 

182 

190 

203 

233 

289 

300 

294 

298 

297 

299 

30q 

301 

309 

309 

Calcutta 

131 

172 . 

182 

187 

197 

228 

288 

287 

293 

298 

306 

303 

298 

297 

299 

304 

Coimbatore 

132 

154 

163 

177 

189 

218 

209 

319 

312 

213 

315 

313 

312 

312 

315 

310 

Delhi 

136 

185 

199 

211 

222 

265 

337 

333 

334 

335 

334 

331 

332 

336 

340 

345 

Digboi 

138 

180 

189 

188 

198 

234 

310 

317 

311 

310 

309 

308 

310 

312 

314 

319 

Gwalior 

139 

184 

191 

197 

214 

271 

348 

324 

322 

322 

320 

314 

314 

322 

330 

326 

Howrah 

137 

176 

186 

191 

206 

239 

298 

290 

285 

290 

296 

300 

294 

293 

298 

306 

Hyderabad 

140 

185 

189 

195 

211 

251 

304 

316 

303 

304 

311 

317 

321 

321 

320 

320 

Jamshedpur 

136 

170 

183 

187 

202 

249 

313 

293 

284 

284 

297 

297 

293 

294 

299 

305 

Madras 

134 

160 

170 

182 

203 

229 

301 

314 

280 

283 

287 

298 

305 

398 

298 

298 

Madurai 

128 

152 

183 

192 

206 

236 

334 

333 

293 

295 

303 

316 

321 

315 

318 

316 

Monghyr 

151 

188 

205 

204 

225 

292 

263 

325 

317 

325 

330 

322 

323 

330 

331 

338 

Mundakayam 

138 

191 

197 

# 199 

210 

263 

337 

346 

303 

305 

305 

309 

310 

313 

294 

287 

Nagpur 

138 

176 

187 

192 

203 

256 

214 

326 

294 

305 

305 

303 

295 

298 

299 

303 

Saharanpur 

141 

181 

186 

198 

213 

253 

338 

313 

297 

298 

298 

298 

307 

312 

317 

322 

Sholapur 

128 

176 

185 

191 

216 

277 

325 

342 

306 

310 

310 

320 

318 

314 

315 

316 











Source: Labour Bureau, Government of India. 





Consumer Price Index Numbers for Urban Non-manual Employees 

(Base 1960 « 

100) 



1965- 

1969- 

1970- 

1971- 

■ 1972- 1973- 1974- 

1975- 




1976 


1977 



66 

70 

71 

72 

73 

74 

75 

76 


















Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 

An India 


132 

167 

174 

180 

192 

221 

270 

277 

277 

279 

280 

280 

280 

282 

284 

Bombay 


132 

162 

168 

172 

183 

204 

241 

249 

256 

256 

256 

255 

255 

256 

256 

Delhi-New Delhi 

131 

168 

174 

180 

190 

217 

262 

273 

276 

277 

274 

273 

272 

275 

278, 

Calcutta 


126 

162 

170 

174 

180 

204 

238 

243 

252 

250 

255 

254 

256 

254 

254 

Madras 


133 

161 

175 

188 

204 

231 

291 

306 

291 

293 

296 

299 

302 

301 

303 

Hyderabad- 

















Secunderabad 

133 

167 

174 

180 

195 

223 

270 

283 

278 

280 

283 

287 

289 

292 

291 

Bangalore 


133 

164 

172 

180 

194 

228 

272 

284 

280 

285 

288 

293 

293 

298 

301 

Lucknow 


132 

171 

166 

174 

185 

215 

255 

270 

272 

272 

274 

274 

274 

279 

284 

Ahmedabad 


131 

168 

171 

173 

188 

222 

271 

272 

263 

266 

264 

262 

262 

263 

271 

Jaipur 


133 

176 

183 

188 

205 

244 

308 

311 

311 

314 

313 

316 

316 

318 

321 

Patna 


139 

180 

191 

190 

199 

229 

286 

284 

278 

284 

288 

286 

286 

287 

286 

Srinagar 


134 

174 

184 

191 

200 

215 

262 

283 

296 

298 

302 

301 

302 

310 

311 

Trivandrum 


131 

172 

178 

184 

198 

231 

280 

297 

299 

302 

304 

305 

308 

308 

304 

Cuttack-Bhubaneswar 142 

169 

176 

184 

196 

221 

266 *' 

270 

271 

274 

278 

280 

279 

277 

278 

Bhopal 


133 

172 

180 

188 

204 

238 

295 

296 

297 

296 

297 

295 

295 

301 

304 

Chandigarh 


129 

171 

178 

183 

194 

217 

265 

278 

286 

286 

283 

282 

283 

287 

290 

Shillong 


123 

164 

166 

175 

183 

208 

257 

274 

270 

270 

267 

267 

268 

269 

273 
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HELPS 


To move the wheels of textile industry all over India 
Thus saving enormous foreign exchange 
Much needed for National Development 


THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION. 


“He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him." 
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From , 
conventional 
materials: 


TO 

polypropylene 
by Injection 
Moulding 


Polypropylene, the phenomenal plastic, offers processors and 
consumers an outstanding blend of properties. At a competitive price. 
Today's ideal choice for injection moulded products of 
quality and high performance. Now brought to you by IPCL. 


Why switchover 7 

Products made from conventional > 
mateuals like metal, wood, leather, ivory 
and glass are getting expensive. Rapidly 
changing industrial needs and aspirations 
of the people further increased the need 
for alternative materials. 

The availability of now performance 
thermoplastics and the development of 
improved processing methods combined 
to make this switchover possible, p 
worldwide. Now, for the first time m 
India, IPCL makes this switchover 
possible by offering a new phenomenal 
material which needs a simple one-step 
production process to ensure speed, 
economy and consistently high quality 
of products. 

The Process: Injection Moulding. The 
Material: Polypropylene—a performance 
plastic unmatched by other plastics 
currently available for Injection Moulding* 
Take a good look at its benefits: 
Economic production: 

* Polypropylene, with a density of 0.9* 
is the lightest amongst major 
thermoplastics. So you get more 
products per kg. 

* Its higher rigidity permits lower wall 
thickness, hence still lighter.productf 
ere possible. 

* It needs shorter moulding-cycle times 
and consumes less energy than some 
other plastics—greater production, 

at lower costs I 
Ease in processing: 

* Conventional Injection Moulding 
machines can be readily used for 


Polypropylene. Without any 
modifications. Or major changes In 
moulds. 

• Polypropylene can be moulded in any 
colour you like; it is easy to colour 
through common dryblending methods. 

Premium performance: 

Polypropylene’s ability to perform is 
characterised by: 

• A 1 ?0°C Service Temperature — .. 
producTrcnn be heat or steam sterilised, 
and can withstand constant high 
temperatures. 

• Balanc e of Rigidity. Creep Resistance 
andrimp acTStrerigth— products can nave 
thinner sections and still be strong. 

They can also be stacked high. 

• Cood Appe a rance —due to high surface 
gloss ana abrasion-resistance. Suitable 
for textured surfaces. 

• High Chemical Resista nce—especially 
Treedom from environmental stress 
cracking. 

• Low Odour/TaTnt— food contact grades 
are available. 

Great versatility—endless possibilities: 

Polypropylene can be injection moulded 
to suit diverse requirements for any # 
application: from textile cones and ring 
tubes to sterilirnblo hospitalise products; 
chemical resistant tower packings to 
attractive vacuum flask casings; durable 
table fan blades and motor housings to 
economical combs, brush handles and' 
kitchen ware; caps and closures to high 
performing scooter and bicycle parts* 

Yes. the range is simply endless. 


Switchover with confidence: 

If you switch over, you can now expec: 
a regular supply of Polypropylene from 
IPCL. In commercial quantities. And in % 
wide range of grades. Plus technical 
assistance and guidance for product 
development. 

Write now and find out all you want 
from... 

Marketing Division 

Indian Petrochemicals Corporation ltd, 

(A Government of India Undertaking) 

P.O. Petrochemicals, Dist. Vadodaia 
391 346'GUJARAT ' 





EASTERN BCUNOMISr 


JUNE 3, 1977 


SAA/IPCU1027A 



ECONOMIST The other half of the battle 


VOL 68 NO. 22 JUNE 3,1677 
Price Rupees Two _ 

Leading Articles 

Th« Other Half of the Battle 1025 

Departure from Dear Money 1027 

Deflated Tyres 1028 

Indira Gandhi and Eastern 
Economist 1W ® 

Capital’s Corridors i*** 

Point of View 

A “People's Plan" for Economic 
Development 10)5 

Window on the World 

Jobless: A Menace to Western 
Society E.B. Brook 1040 

Integrated Rural Development In Asia 
—Hardev Singh 1040 

Moving Finger 
Books Briefly 

Strategy for Uplifting Agriculture 
— Academicus 1052 

Books Received 1050 


Trade Winds 

IDA Credit for ARDC; Assis¬ 
tance from Sweden; Chairmen 
of Nationalised Banks; Alumi¬ 
nium Output; New Gadget by 
Weston; Indo-Afghan Trade; 

Edible Oil Imports; Planning 
Commission Appointments; 

London Branch of Punjab and 
Sind Bank; ICI Expansion 
Plan; Provident Fund Interest 
Rates; Fly-Ash Pottery; Deve¬ 
lopment Aid from Britain; 

Seminar on Drug Industry; 
Achievements in Metallurgy; 

Oyster Culture at Tuticorin; 

Names in the News looo-so 

Company Affairs 

Grindlays Bank Ltd; Ashok 
Leyland; Food Specialities; 

Modella Woollens; Philips 
India; Syndicate Bank; News a 
Notes; New Issues; Dividend 1084-58 

Records and Statistics 
Monetary Screw Loosened |087 


It is now clear that only half the battle was won for democracy when Mrs Gandhi 
and the Congress party were routed at the Lok Sabha polls in March. That this vic¬ 
tory has been partial and the struggle is still unfinished is not entirely surprising. The 
Janata party has not been able to take full advantage of the rawness of the public 
resentment against the emergency regime, on the crest of which it had ridden to its 
triumph at the hustings. Its leaders have shown themselves to be sadly lacking in the 
killer instinct so necessary to clinch the issue. Once they themselves have been com¬ 
fortably installed in the Council of Ministers or in the Lok Sabha, they seem to be slid¬ 
ing into an unwarranted mood of forgetfulness or forgiveness. This has given the im¬ 
pression that they are ignoring the tragic fact that the citizens of this country, who had 
their rights and liberty taken away for twenty months and were further being threatened 
with indefinite enslavement, have scores to settle with the Congress party and its 
leaders. The tyrant, who with a wave of her hand, had let loose a reign of terror not 
only on her active political opponents but also on millions of ordinary men and 
women who were only cannon fodder for her power game, is now being treated as if 
she were a shrinking violet who must be carefully protected from the glare of post¬ 
election politics. 

More inexplicably still, the Janata government has been slow to act even against 
those chief malefactors of her entourage whom her own party has disowned, although 
it is true that the Congressmen who took the initiative and carried through such puni¬ 
tive action as there was against their more criminal colleagues were prompted primarily 
by their own self-interest in getting rid of fellows who had become political liabilities. 
Indeed, the Janata heart has so softened towards the demon-figures of the emergency; 
that Mr Raj Narain has publicly stated that Mrs Gandhi does not have much to fear, 
by way of retribution. Thus the extremely serious affair of bringing the guilty to book, 
has now been reduced to the farce of investigating whether Mr Sanjay Gandhi and some, 
of his business associates had been guilty of committing offences under the com-, 
pany law, one or more of which have been and are being repeatedly committed all ove^ 
the corporate sector. In the US they got even with A1 Capone by booking him for tajf, 
fraud. Perhaps, with luck, we may yet hope to see Mr Sanjay Gandhi challaneef 
for driving on the right side of the road in his Maruti. flif? 

While the Janata leaders have been so inexcusably reluctant to bare their fangs' 
against the enemies of the people, their factions have been fighting among themselves 
with a ferocity that is red in tooth and claw. Not only are claims blatantly made,for 
some kind of super-star stature for Mr Charan Singh in the Janata hierarchy, but 
big mouth, Mr Raj Narain, just does not allow a day to pass without alleging conspjn 
ratorial skulduggery in the camp of the president of the Janata party. It is poor con¬ 
solation that only the compulsions of survival—the thought that, if they do not hang 
together, they will hang separately—is acting as an eleventh-hour check on the practi¬ 
tioners of brinkmanship in the Janata party leadership. It is even poorer consolation, 
that the carefully cultivated detachment of Mr Morarji Desai and the worldly wisdom 
of Mr Jagjivan Ram are being used up in keeping the Janata party together when sq 
much better use could be made of them and their qualities for establishing the credibly 
lityofthe Janata administration as an effective engine of purposeful and good 
government. 

As if the strife among the warring chieftains within the Janata party Njs nbt 
enough, Mr Jayaprakash Narayan, happily back from the United States with the'jiros- 
pcct of near-normal health for one of his age and ailments, has promptly resumed'hi$; 
role as a super-guru of the Janata party from the dubious elevation of Express Towels 
in Bombay. His edict endorsing the candidature of a rival to the official Janata cahdU 
date for the DhenkaocJ assembly constituency in Orissa is a regrettable gesture^ ( of ^br- 



sonal conceit. A habit is developing araohg 
Mr Jayaprakash Narayan’s flatterers and 
followers of comparing him in season 
and out of season with Gandhiji. It is 
inconceivable that Gandhiji would have 
acted as Mr Jayaprakash Narayan thought 
fit to act in the Nandini Satpathy case. 
He might possibly have gone on a fast to 
persuade Mrs Nandini Satpathy to with¬ 
draw, but it would not have been in his 
mores to deal the kind of blow to the 
sense of discipline in public life which Mr 
Jayaprakash Narayan has so casually 
delivered. 

Sarvodaya version 

Are we to take this as a Sarvodaya 
version of the notorious partiality for 
voting according to conscience which 
Mrs Gandhi so abruptly developed in 
support of Mr V.V. Giri and against 
the official candidate of the then Cong¬ 
ress party for the office of the presi¬ 
dent of India? Mr Jayaprakash Narayan, 
it must be said, has grievously hurt the 
authenticity of the candidature of a very 
large number of the official nominees of 
the Janata party for the assembly elec¬ 
tions in the various states. In these cir¬ 
cumstances, Mr Morarji Desai's affirma¬ 
tion in Lucknow, while appealing to the 
people to vole for Janata party candidates, 
that the rebels, even if they were elected, 
would not be given any place in the 
party, may seem a case of whistling in the 
woods. 

If, in spite of all this, the Janata party 
seems well set to win effective majorities 
in at least seven of the ten states where 
new assemblies are to be elected, thanks 
are due surely lo the Congress party. 
Public memory may be short, but the 
politicians' is even shorter. The Congress 
election manifesto seems to be a pre-dated 
oration on the party's deferred funeral. It 
is contemptible that the authors of the 
manifesto should have indulged in the 
necrophilic exercise of trying to draw 
sustenance from a dead legacy, especially 
when the title of these men to that legacy 
js dubious. The thirteenth anniversary of 
JawaharJal Nehru’s death fell on May 27, 
jthe very date on which the Congress 
party released its election manifesto. 
Y\ ith atrocious dishonesty, the manifesto 
pretends that those thirteen years, especial¬ 


ly, the twenty months in the last two 
years of all those thirteen years never 
were. How at all is it any more relevant 
for Mr Brahmananda Reddy, Mr Y.B. 
Chavan or any other of that company to 
think of campaigning in Jawaharlal 
Nehru's name at this stage of the existence 
of Mrs Indira Gandhi's Congress party 
than it might be for them to campaign in 
the name of Akbar or Ashoka? 

Nehru belongs to a part of Indian 
history to which the present Congress 
party has no particular claim of owner¬ 
ship. He accomplished much that was to 
the good of this country and he left 
undone much more that was good and 
necessary. During the last two years of 
her prime ministership, Mrs Indira 
Gandhi undid most of the essentials of 
the good that was done or attempted to 
be done during the Nehru years. In all the 
twelve years of her prime ministership, 
she did not make any significant progress 
in carrying out any part of the work that 
remained still to be done when Nehru 
died. It is therefore a fraud on the people 
for the Congress of today to appeal to 
them to vote lor its candidates on the 
strength of the Nehru period. Repeating 
adnauscum that the verdict of the electo- 


This country has been accustomed to large 
losses or foodgrains through pests, the quantities 
involved being enough to wipe out the deficit in 
our present food supply. Often enough in the 
past, this fact has been regretted, and remedies 
suggested but never applied actually. However, 
recently the Government of India have made a 
positive move and the battle against insects and 
pests may be expected to be waged with energy 
and produce good results. But just when we are 
taking in the hand this fight against pests in ear¬ 
nest there has boon an addition to their numbers. 
Human in origin, it yet lacks all the qualities that 
distinguish man fronfbeast. We mean communal 
fanatics. To loss of life and property inflicted by 
this evil breed, there may be added, in the near 
future, a further caus: for death and destruction 
by an addition to the deficit in food supplies cur¬ 
rently estimated at 4,500,000 tons. Grain losses 
during the riots in various parts of the country 


rate in the Lok Sabha elections had not 
rejected the Congress policies of the 
Nehru years, both Mr Chavan and the 
Congress manifesto have been merely 
trying to project a fraudulent version of 
what the people's judgement was about. 

Fortunately, the public itself has no 
need to be reminded of what they did 
reject so decisively at that election. For 
the benefit of Mr Chavan and the authors 
of the Congress election manifesto, it may 
be very firmly stated here that the people 
did reject the ruling party which had 
betrayed the trust of the nation and they 
did condemn the leaders of that party 
who had engineered, connived at, colla¬ 
borated with or ignobly acquiesced in that 
betrayal. Such is their continuing com¬ 
mitment to the crimes and criminals of 
the emergency that, even now, they are 
not going to the assembly polls in any 
penitent mood, asking for a chance to 
atone for the sins of the past by good 
deeds in the future. On the contrary, the 
Congress manifesto has implicitly justified 
the imposition of the emergency which 
after all was the mother-sin of which the 
excesses were the unruly progeny. 

Assuming an air of “butter will not 
melt in their mouth," the Congress leaders 


have been considerable even though complete 
information about the country as a whole is lack¬ 
ing. In Lahore, the major portion of the grain 
market was burnt and 80.000 bags of wheat and 
20,000 bags of sugar destroyed. There have also 
been losses of rice in the rice markets where also 
destruction has been wrought by communal evil- 
doers. Recently there was news that the Delhi 
administration has taken steps to prevent food 
losses should citizens of Delhi choose to stoop to 
the depths to which others in other cities of India 
have sunk. But unfortunately the problem is an 
all-India one and must be tackled at the all-India 
level. The Central Government's decision to insti¬ 
tute some sort of a riot insurance scheme must be 
implemented Boon. We trust that, the tension of 
the current political discussions will not be per¬ 
mitted to put that into cold storage. The risk is 
too great to allow time to pass; starvation deaths, 
in the alternative, may put the casualty lists of 
the riots into shade. 
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are promising all manner of “goodies*' to 
the people and asking how the Janata 
party, being the “kichiri” it still is, can 
at all govern, let alone govern effectively. 
They do not realise that the people see 
the election issue quite differently. For 
those voters who have been called upon 
to exercise their franchise for the second 
time within three months, the issue con¬ 
tinues to be whether the Congress, the 
party of the emergency, should not be 
struck at again and again till all its powers 
of evil are pounded out of it and its 
present generation of leaders reduced to 


skeletons in that party’s cupboard. Indeed 
it is only by thrashing the Congress candi¬ 
dates once again with the stick of public 
resentment, disgust and disavowal that 
the people of the concerned states can 
recall the Janata party to its duty for 
bringing the criminals of the emergency 
to justice and proceeding to work out for 
the people’s good a socio-economic pro¬ 
gramme which can prove to the world 
that India’s democracy can feed, clothe and 
house its people as surely as it had 
demonstrated earlier this year that it was 
here to stay. 


Departure from dear money 


The credit policy for 1977-78 marks a 
departure from the earlier exercises as the 
emphasis will henceforth be on restraining 
credit expansion wherever necessary and 
lowering interest rates for minimising the 
adverse effects of the higher cost of 
short-term credit and stimulating 
long-term investment. It cannot be said 
that a conventional approach has been 
adopted as is usually done when effecting 
adjustments in interest rates in advances 
and deposits, by an appropriate change in 
Bank Rate. Actually, the impression is 
sought to be given that there is no retreat 
from dear money by leaving the Bank 
Rate unchanged at nine per cent and 
stiffening the availability of refinance 
facilities. It must be said, however, that a 
calculated attempt has been made to beat 
a retreat from dear money and the major 
decisions about the reduction of Bank 
Rate and appropriate changes in other 
directions will probably be taken after the 
success of the new experiment becomes 
apparent and the central budget proposals 
are out of the way. 

The lowering of interest rates on 
deposits for periods ranging between 31 
days and less than 60 months has come 
somewhat as a surprise as the demand 
from industry and trade was for a reduc¬ 
tion in lending rates because of a wide 
spread between average deposit rates 
and average lending rates. The monetary 
authorities have not thought it possible, 
however, to reduce lending rates without a 


reduction in tbe cost of deposits though 
they have taken care at the same time to 
leave the rate of interest payable on saving 
bank accounts without cheque facility 
unchanged at five per cent and on fixed 
deposits for periods exceeding five years 
at 10 per cent. It is probably expected 
that deposits of small savers will continue 
to swell in savings accounts while those 
planning to secure an interest income 
through long-term deposits will not be 
discouraged. 

In the absence of a clear analysis of the 
ratios of different classes of deposits to 
the total, it is difficult to say what exactly 
is the saving by way of interest charges 
through payment of lower rates on the 
affected category. The experience of the 
individual banks varies widely and it is 
rather surprising that even banks having 
deposits over Rs 1000 crores have made 
profits in 1976 lower than those having 
deposits around Rs 600 crores. The adjust¬ 
ments in regard lo provisions against bad 
and sticky advances and the strengthening 
of inner reserves might have been partly 
responsible for the pronounced variations in 
the performance of member banks. 

But the general level of earnings is much 
better than in 1975 and it is legitimately 
expected that the lending institutions could 
reduce rates on advances by two or three 
per cent even without changing deposit 
rates especially as deposits have been rising 
rapidly in the past two years and in the 
current yearjresh additions to the working 


fond# of scheduled commercial banks may 
exceed even Rs 4000 crores. 

The Reserve Bank is probably Jceen on 
having a fairly large cushion with a view 
to meeting all contingencies, subsidies on 
lending to small borrowers, expenditure 
incurred on the opening of new branches 
and the losses suffered in earlier years out 
of current earnings. There has so far been 
no attempt to make an assessment of the 
provisions against bad debt arising out of 
new forms offending and the subsidies in 
the form of preferential lending rates 
and heavy expenditure being incurred on 
branch expansion. It will not however 
be incorrect to say that the most difficult 
phase of experimentation in new types 
of fending and branch expansion has 
been left behind and the banking system 
is in a position to operate highly profitably 

-- 

New Central Loans 

The government announced on May 30 the 
issue of three new loans aggregating Rs 400 
crores. 

The government retains the right to keep 
up to 10 per cent in excess of the notified 
amount, so that the loans will actually fetch 
Rs 440 crores. Banks are very liquid, and 
the issue should be oversubscribed. 

Of the three loans, the first matures In 
1985 and carries 5.5 percent interest. It 
will be issued at Rs 99.50 per cent. 

The second loan carries six per cent 
interest and matures in 1994. It will be 
issued at Rs 99 per cent. 

The third loan, maturing in 2004, will be 
issued at par and bears 6.5 per cent Interest. 

V._J 

with a spread of 3£/4 per cent between 
average deposit rate and average lending 
rate. 

No attempt has been made in the 
present exercise to fix a ceiling on lending 
rates for all classes of advances as was 
done in earlier years, though last year it 
was stated that a ceiling of 16.5 per cent, 
which was usurious enough, should be 
observed and penal interest rates should 
not be levied as a rule and not considered 
as a source of income. Only in respect 
of term loans exceeding three years the 
maximum rate has been reduced to 12.5 
per cent from 14 per cent or 15 percent 
charged earlier. The levy of the govern¬ 
ment was not also applicable in these cases. 
The adjustments in interest rates on other 
types of advances have been left to the dis¬ 
cretion of bankers and there is now desire 
to know what will be the follow up action 
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of individual banks. The hope, has how¬ 
ever, been expressed that there wouid**be a 
reduction in all types of advances by one 
to two per cent as the saving through lower 
deposit rates and many new branches will 
be earning profits on a larger turnover. 

The stiffening of refinance facilities 
should not hurt as the pressure on 
banking system has eased considerably in 
the past few weeks, and on present indica¬ 
tions, banks may have a problem of utilis¬ 
ing their resources profitably rather than 
rationing credit to unsatisfied borrowers. 
A situation akin to the one in 1973-74 
may arise and individual banks may be 
keen lenders and anxious even to reduce 
interest rates. The change in the proce¬ 
dure for refinance against procurement 
credit will not be having an upsetting 
effect because food credit may not expand 
on the same scale as in the last slack 
season and with lendable resources there 
may not even be any desire to use refinance 
facilities with a further rise in food credit. 
Even during the week-ended May 20, 1977 
the outstanding amount in respect of 
refinance against food credit was Rs 398.65 
crores against a permissible quota of about 
Rs 400 crores. 

food credit 

The growth in food credit has not been 
impressive so far even though it is expected 
that the quantity of wheat procured may 
be four million tonnes before the end of 
July. In May last year, however, food 
credit increased by Rs 373 crores and in 
June by Rs 201 crores. In the whole of 
the slack season there was a net rise of 
Rs 4 3 crores. Banks experiencing a 
squeeze for funds in the whole of the last 
slack season as in the latter half, non-food 
credit also expanded in a big way. With 
intensified borrowing by the central and 
state governments and public bodies there 
was full use for even record additions to 
deposits. These increased by. Rs 1791 
crores between April 30 and October 29 
1976. It was not possible to reduce borro¬ 
wings from RBI which were even higher by 
Rs S3 crores because aggregate advances 
increased to the extent of Rs 1025 crores 
and investments in government and 
approved securities by Rs 651 crores. As 
the higher cash reserve ratio had also to 
be observed banks could not build up 
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surplus funds for use in the 1976-77 busy 
season. 

The trends since November last year 
however have been entirely different. Apart 
from the fact that no difficulties were 
experienced in the latter part of the busy 
season in meeting the needs of all classes 
of borrowers, borrowings of member banks 
from the Reserve Bank could also be subs¬ 
tantially reduced. The current slack season 
has begun on an entirely slack note and 
procurement credit is unlikely to increase 
by more than Rs 250 crores in six months. 
There will thus be reliance on expansion 
of non-food credit for using additions to 
deposits which may easily Rs 2000 crores 
in the six months ending October 1977. 
The growth in deposits is bound to remain 
impressive, because of rising foreign 
balances and vigorous mobilisation efforts 
within the country. The central and state 
governments and public bodies will there¬ 
fore be making an overwhelming success of 
the borrowing programme and it may not 
be surprising if the increase in investments 


of the government securities and bonds of 
public bodies is as much as Rs 1000 crores 
in six months. 

Already the centre has been obliged to 
create reissues of two earlier loans for 
Rs 100 crores in order to relieve the 
scarcity of gilt-edged securities and 
enable the institutional investors to dis¬ 
pose of their funds profitably. As the 
profitability of working will be satisfactory 
only if non-food credit is also ex¬ 
panded sizeably, it remains to be seen 
whether there will be a bigger attempt to 
extend term loans or bridge loans even 
while relaxing credit limits. The Reserve 
Bank should encourage liberal lending 
wherever necessary though it has to be 
strict when extending credit against sensi¬ 
tive commodities. The era of dear money 
is being left behind but the opportunity 
should be utilised also for intelligent and 
productive lending as the expanding re¬ 
sources of the banking system can be 
prudently used for spurring economic 
activity. 


Deflated tyres 


A few bold measures have recently been 
taken by the Janata government at the 
centre to contain inflation in the economy 
but, unfortunately, it has so far failed to 
heed the distress calls of some industries 
which have been suffering from persis¬ 
tent recessionary trends. One such indus¬ 
try, which has had a bad time for more 
than two years, is the tyre industry; its 
excess capacity and absence of sustained 
demand for tyres have forced many a unit 
to curtail output. In recent weeks, the 
chairmen of two companies engaged in the 
manufacture of tyres and of another firm 
in the automobile industry have made an 
attempt to draw the attention of the cen - 
tral government to their plight. 

The slow rate of growth of the tyre 
industry in 1976 was due to the depres¬ 
sion in the road transport industry, ac¬ 
cording to Mr P.A. Narielwala, chairman 
of Ceat Tyres of India Ltd. Highlighting 
the causes which had brought about the 
gloom in the road transport industry, he 
pointed out at the 19th annual general 
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meeting of the company that the high 
cost of vehicles and increases in the prices 
of fuel, lubricants and spare parts had 
seriously affected its growth. Improved 
performance of the railways—particular¬ 
ly the punctuality of the trains and their 
comparatively low freight charges—had 
contributed not a little to the poor work¬ 
ing results of the road transporters. 

The scope of operations of the road 
transport industry can be increased by 
opening up new roads so as to link the 
villages with the nearby urban areas. 
Only new roads, asserted Mr Narielwala, 
could make it possible for the transport 
industry to carry the necessities of life 
such as food, cloth, fuel and medicines 
to the people living in widely-scattered 
villages. 

Mr Narielwala justified the taking up 
of an ambitious road building programme 
on another score as well. He said 'that 
building of new roads would also provide 
productive employment to the millions 
of unemployed or underemployed per- 
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sons—this should appeal to the Janata 
government which is planning to give 
the topmost priority to employment¬ 
generating projects. In its election mani¬ 
festo, the party had given pride of place 
to the strategy for full employment and 
had promised to launch schemes designed 
to promote self-employment. Since the 
road transport industry is largely in the 
hands of individuals and not of organised 
companies, the possibilities of encourag¬ 
ing self-employment through its extension 
are indeed immense. 

backbone of the economy 

Mr M.M. Sabharwal, chairman of 
Dunlop India Ltd, rightly described the 
road transport industry as the backbone 
of the national economy while addressing 
the 51st annual general meeting of the 
company held recently at Calcutta. He 
said that the road transport industry 
deserved priority in terms of “both im¬ 
mediate revival and accelerated develop¬ 
ment*’ since it was a key element in the 
infrastructure necessary for intensive 
national development. Citing a study 
made by the National Council of Applied 
Economic Research (NCAER), he said 
that this industry had the potential for 
providing greater employment per unit of 
investment than any other industry. Every 
investment of a crore of rupees, accord¬ 
ing to th: NCAER study, generated 
15,000 jobs. Mr Sabharwal was of the 
opinion that, in a well-conceived market 
development and transport plan in rural 
areas, the employment-generation capacity 
of such an investment could be doubled 
id 30,000. 

While a multi-pronged attack is needed 
to generate revival in the transport indus¬ 
try, Mr Sabharwal has suggested a reduc¬ 
tion in excise duty on High Speed Diesel 
from 67 per cent to 33 per cent as the 
first step. In regard to tyres and tubes he 
has recommended a cut in excise duty 
from 55 per cent to 33 per cent. These 
suggestions merit careful consideration by 
the Finance minister, who is currently 
engaged in finalising the central budget. 
Revised estimates for the year-ended 
March 31, 1977, indicate a deficit in the 
central budget of the order of Rs 400 
crore* which may perhaps double itself in 
the current financial year at existing levels 
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of taxation. The government is pledged 
to reduce reliance on deficit financing and 
this is possible only if buoyancy is restor¬ 
ed to revenues through measures Tor sti¬ 
mulating economic activity. In this pro¬ 
gramme, proposals for reflating demand 
in depressed areas of industry or transport 
should certainly be included. 

The tyre manufacturers’ sad plight is 
obvious from the under-utilisation of 
their capacity which, according to Mr 
M.M. Sabharwal, is currently around 60 
per cent, and which, in his words, “is in 
the grip of a serious recession”. Unless 
some positive steps are taken—and reduc¬ 
tion in excise duty on High Speed Diesel 
oil is only one of them—the future of the 
tyre industry seems to be dark. Looked at 
from any angle, the tyre industry presents 
a case which needs assistance, direct as 
well as indirect, in order to tide over the 
current difficult phase in its life. 

The recessionist tendencies and slackness 
in trade “from which the automobile 
industry could not escape” were the 
theme of the address of MrS. Ranga- 
nathan, chairman, Ashok Leyland Ltd, 
who at the 28th annual general meeting of 
the company urged the government to 
initiate such measures as would “enable it 
(automobile industry) to .produce more 


vehicles, especially trucks and buses”. 
The road transport industry, the auto¬ 
mobile industry and the tyre industry are 
in fact so intimately inter-linked that dis¬ 
turbances in the working of one (or more) 
of them must necessarily affect the others 
(or the other). 

Two other recommendations were put 
forth by Mr Sabharwal for imparting a 
little more life to the working of the road 
transport industry. He suggested that 
multiple taxation on inter-state traffic 
should be eliminated through a 30-day 
tax exemption for all transport vehicles 
entering a state; also a fund should be 
created from a share of two paise per 
litre of the excise duty on the diesel fuel 
which may be used in compensating the 
slates for the loss in withdrawal of over¬ 
lapping levies. The financial implications 
of these suggestions should be examined 
speedily and if it is found that the bene¬ 
fits are commensurate with the cost involv¬ 
ed, there should be no hesitation in imple¬ 
menting them. Any relief in taxes which 
leads to increased activity in the road 
transport industry should be welcomed 
by the government because the loss 
through reduction in tax rates could be 
more than made up through higher levels 
of activity in the economy. 
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Indira Gandhi and Eastern Economist 


The month was January, the year was 1966—and, with Lai Bahadur 
Shastrl newly dead, it was'one of those days when Kamaraj was moving 
not so mysteriously his wonders to perform in the matter of the next 
prime minister. TTK, who had resigned the Finance ministership a few 
days earlier, after a quarrel with the then prime minister, was in New 
Delhi, taking part in the consultations on how to stop Mr Morarji Desai. 
It was a relaxing afternoon and TTK was talking to some of us at his 
MP's residence on Shah Jahan Road- The topic naturally was whom 
the Congress bosses might be having in mind for the succession. 

TTK was not giving away much, but, suddenly, for no obvious reason, 

I blurted out: “I hope Kamaraj and the rest are not thinking of 
Mrs Gandhi”. (At that time her name was still to receive publicity in 
this context.) TTK sat up and asked me sharply: "Why do you say 
that ?" My reply was that the Congress bosses could do no greater 
harm to the country. 

Call it a hunch, or call it blind prejudice. Call it anything you like. But 
there it was. And so it was that, on the day Mrs Gandhi was elected 
leader of the Congress parliamantary party for the first time, I went 
home with a heavy heart and, so it was again that, from the day 
she became prime minister, this journal took up its position as a 
worried and watchful alien outside the corridors of her power. 

Beginning with this issue, Eastern Economist will be reproducing from 
its back numbers a few passages of significance relating to its view 
of Mrs Gandhi during her years as prime minister, under.the general 
heading of "INDIRA GANDHI AND EASTERN ECONOMIST". 


From Eastern Economist of 
January 21,1966 

After the Verdict 

Twice in the last 20 months, the Cong¬ 
ress party in parliament has had the 
sobering experience of having to choose 
its leader. On both occasions, it, as 
well as its parent organisation, the Indian 
National Congress, which has been the 
ruling party for 20 years, have conducted 
themselves, by and large, in a manner 
which has confirmed the political stability 
of our land and stiengthened its democra¬ 
tic institutions. Alone, perhaps, among 
the newly independent natiohs of Asia 
and Africa our country has so far succeed¬ 
ed in nursing self-government with the 
milk of libera! and progressive ideas. In 
the process, our people are growing in 


—*V. Balasubramanian 

self-confidence and winning the admira¬ 
tion and respect of the world. 

This surely is the principal gain of the 
events of January 19. Besides its import¬ 
ance, who won the contest for the leader¬ 
ship of the Congress parliamentary party 
—or how—becomes incidental. As it 
happens, Mrs Indira Gandhi is the suc¬ 
cessful candidate and she has been 
asked to form the new government. 
That, she has not been unanimously 
elected seems to have upset the domi¬ 
nant section in the Congress organisa¬ 
tion. The Congress president certainly 
showed every sign of his temper and 
patience wearjpg thin as the pre-election 
alarums and excursions progressed. Mr 
Kamaraj might have had his justification 
but it was by no means self-evident. As 
the results of the voting showed, there was 
considerable support for Mr Morarji 
Desai’s candidature and it was therefore 


a good thing, surely, for our nascent 
democracy that this body of opinion had 
a legitimate opportunity to express itself. 
“Unanimity’* and “consensus” are, no 
doubt, fine-sounding words, but they can¬ 
not and should not be exploited as mere 
slogans. It was obvious that, as far as 
this contest was concerned, there was no 
candidate, actual or potential, around 
who was overwhelmingly acceptable. It 
is an open secret that even the forces 
which eventually sponsored Mrs Indira 
Gandhi and carried her candidature to 
success were neither spontaneous nor 
prompt in their choice. Quite a few 
names seemed to have been considered at 
various stages and the final selection, 
apparently, was made principally on the 
ground that Mrs Indira Gandhi was the 
candidate most likely to inflict what her 
sponsors hoped would be a decisive de¬ 
feat on Mr Desai. This again, suggests 
why it was not only desirable but neces¬ 
sary that Mr Desai should have persevered 
with his candidature to the point of the 
ballot. In the circumstances, Mr C. 
Rajagopalachari, quick as usual to see a 
valid point, has done well to overcome 
his antipathy to the personality, of Mr 
Morarji Desai sufficiently to say that the 
latter “has done a decided piece of service 
to the cause of democracy by halting the 
downward slide of the Congress party 
towards monolithic totalitarian organisa¬ 
tional procedures.” 

(Extract from Leading Article) 


From Eastern Economist of 
January 28 , 1966 

The Moving Finger Writes 

A word of praise is certainly due to the 
secretariat of the Congress parliamentary 
party for the remarkable mechanical effici¬ 
ency with which the election of the party 
leader was conducted on January 19. 
Every procedural detail seemed to have 
been carefully planned or provided for 
and to this was owed the smooth speed 
with which the polling was put through. I 
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wish I could say a similar good word for 
the spirit in which the contest was carried 
out. In truth, however, there was not 
only tension, which is easy to understand, 
but hostility which was unnecessary and 
is therefore to be regretted. For instance, 
Mr K. Hanumanthaiya (who proposed 
Mr Morarji Desai) rushed to beat Mr 
G.L. Nanda (who proposed Mrs Indira 
Gandhi) to the mike. Surely, Mr Desai’s 
cause would not have suffered had a 
vague and vapid Mr Nanda been allowed 
the time he needed to unwind himself, 
clear his mind or throat and move on to 
propose Mrs Indira Gandhi's name. On 
the contrary, the fact that, while the pro¬ 
posal in favour of Mrs Gandhi was greet¬ 
ed with cheers, that in favour of Mr 
Desai was received in silence could well 
have been due to the unfavourable impres¬ 
sion created by Mr Hanumanthaiya's 
unseemly abruptness. 

The palm for bad manners on this 
occasion should go, however, to the Cong¬ 
ress President. It was sad and surprising 
that Mr Kamaraj was not big enough to 


permit himself even a single gracious re¬ 
ference to the defeated candidate. It may 
be that there is no love lost between Mr 
Desai and Mr Kamaraj. But the latter, 
so long as he functions as Congress 
President, should behave surely as the 
leader of the organisation rather than as 
the chieftain of a clique. The Congress 
President and his coterie felt insulted, 
I suppose, by Mr Desai’s daring to 
oppose their nominee. If so, the future, 
I am afraid, has many unpleasant surpris¬ 
es in store for them. 

* * 

Mrs Vijayalakshmi Pandit was both 
vain and silly when she so boisterously 
blew the family trumpet on the eve of the 
election held for the leadership of the 
Congress parliamentary party. She is 
reported to have said : “We Nehrus arc 
very proud of our family. When a Nehru 
is chosen as Prime Minister the people 
will rejoice”. I wonder what Mrs Indira 
Gandhi has to say of this tasteless trad¬ 
ing on the legend of her dead father’s 


name. In any case, the aunt has not 
exactly been generous to the niece. There 
was, in fact, a mew of the cat in this 
remark of Mrs Pandit: “She (Mrs Indira 
Gandhi) is in very frail health indeed. 
But with the help of her colleagues she 
will manage”. I wonder why Mrs Pandit 
was in such a hurry to draw public 
attention to Mrs Gandhi's indifferent 
physical condition. 

• * 

The rising sun is worshipped in many 
ways. In my part of the country, on the 
day of the harvest festival, they offer to 
the eastern skies at dawn sugarcane and 
pumpkin and turmeric and ginger both 
freshly dug from the earth. But the 
rising sun is perhaps best worshipped with 
currency notes. Now that Indira Gandhi 
has become Prime Minister, 1 expect that 
the Nehru Memorial Fund, which has 
been languishing all these days, will soon 
have its coffers full. 

(Extract from the column by V.B.) 
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CAPITAL'S 

CORRIDORS 

R. C. Ummat 

Funds for industry • Problems of auto ancillaries 


In a study conducted recently by the 
Association of Indian Engineering Indus¬ 
try (AIEI) on the availability of funds for 
industry (the major findings of the study 
were presented to the prime minister, Mr 
Morarji Desai, and the Finance minister, 
Mr H.M. Patel, last week), it has been 
established that investment in the corpo¬ 
rate sector to the extent it has been avail¬ 
able has come from the non-household 
sector. This is due to the fact that between 
1961 and 1972, the share of corporate and 
cooperative securities in the financial 
assets of the household sector had drop¬ 
ped precipitately from 25 per cent to a 
bare 0.8 per cent. The study further ob¬ 
serves that there is no evidence to suggest 
that this alarming trend has been reversed 
in the subsequent years. 

The main reasons for the sharp decline 
in the share of corporate and cooperative 
securities in the financial assets of the 
household sector have been traced pri¬ 
marily to high k interest rates on bank 
deposits and deteriorating return on capi¬ 
tal employed in industry. Investiblc sur¬ 
pluses of the household sector, thus, have 
gradually been diverted to channels other 
than industrial securities. 

rate of return 

The study reveals that the rate of return 
on capital employed (gross profit: capital 
employed) currently is much below the 
current rate of interest on borrowings 
from banks which is around 15 per cent. 
Investment in the industrial sector, the 
study stresses, must suffer as a con¬ 
sequence. 

In the light of the above finding, the 
AIEI has recommended to the govern¬ 
ment that any liberal monetary policy 
should aim at reducing the interest rates. 


It agrees that it is difficult without a deep 
study to assess what would be the most 
appropriate interest rate for industrial 
credits, but points out that empirical 
evidence suggests that for short-term cash 
credits a rate of 12 per cent should be the 
maximum so that the Reserve Bank of 
India's lending rate should not exceed 
seven per cent. 

The AIEI has also urged upon the 
government that a review should be under¬ 
taken expeditiously of the current debt/ 
equity ratios and the criteria and proce¬ 
dures for lending by financial institutions. 
Further, a plea has been made for an 
urgent intervention by the Finance minis¬ 
try in the present practice of some of the 
institutions making wholesale changes in 
contractual terms relating to rates of 
interest on loans, bonds, debentures and 
preference shares issued in the past but 
which have uot yet matured. 

Another recommendation made by the 


Alfil is that a review group should fee set 
up by the Reserve Bank for bestowing 
fresh thought on the Tandon committee's 
norms for the grant of credit by banks to 
the industrial sector and formulation of 
norms for those industries also which were 
not properly studied by the Tandon com¬ 
mittee. 

In regard to debt/equity ratios, the AIEI 
study refers to large undertakings seeking 
to diversify their product patterns and 
activities being asked to finance their pro¬ 
jects in such a way that the net block/ 
debt ratio is maintained at 1:0.5. The 
study points out that this ignores the fact 
that capital costs have escalated at such 
a rapid pace over the past few years that 
such a condition would mean an equity 
investment of a magnitude which would 
be virtually impossible to service. It has 
been, therefore, recommended that (a) the 
norms for debt/equity ratio should be 
revised on a graded basis of cost of capi¬ 
tal, and (b) the requirements of major 
industries should be studied to determine 
if debt-equity ratio of more than 5:1 is 
necessary as in the case of shipping 
industry. 

As regards the rehabilitation and moder¬ 
nisation programmes of the industrial 
sector and rejuvenation of the sick units, 
the suggestion made by the AIEI is that 
no norm should be applicable for finan¬ 
cial assistance for these purposes as the 
quantum of assistance required would 



RBI Slashes Interest Rates 


Since the writing of this piece, the Reserve Bank of India has directed the banking industry 
to slash its interest rates on term loans of duration not less than three years to 12.5 per cent from 
the present ceiling of 14 to 15 per cent. This, it is thought, will stimulate long-term capita) 
investment. 

The Reserve Bank has also revised the interest rates on deposits. An Important elembnt of 
this revision is a distinction drawn between savings deposit accounts which are functionally tnuis- 
action-oricnted. The savings accounts with cheque CsciUties will earn with effect from July 1 an 
interest of only three per cent per annum but those without cheque facilities will attract an interest 
of five per cent. Hitherto, the Interest on both these types of deposits ranged from 5 to 5-5 per 
cent, depending on the sixe of banks. The rate of interest on term deposits has been reduced ns 
follows: maturity period 91 days to less than six months from 5*5 to 4 per cent; six months to 
less than 9 months from 6 to 4.5 per cent; nine months to less than one year from 7 to 5 per cent; 
one to three years from 8 to 6 per cent; over three years to less than five years from 9 to 8 per 
cent. The interest rate on deposits for five years has been maintained at 10 per cent. 

(See details in the Records and Statistics section), 
v.___ —. ___ - - - _ 
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depend upon the circumstances of each 
case.' 

Four suggestions have been made by 
the AIEI for reviving the equity market. 
These are: 

(i) raising of the ceiling of tax-free divi¬ 
dends from investment from Rs 3,000 to 
5 , 000 ; 

(ii) Exemption from tax to capital 
gains upto a prescribed ceiling arising 
from sale of equity shares if the proceeds 
arc reinvested in other equity shares; 

(iii) equity investment in small-scale 
industry by an entrepreneur should qualify 
for a capital rebate in computing his in¬ 
come tax; and 

(iv) investment in equity shares up to a 
ceiling of Rs 5,000 may be considered 
“rcbatabic'*' in the same manner as insu¬ 
rance premia/savings funds, etc. 

FERA companies 

The AIEI study also refers to the pro¬ 
blem of FERA companies which prior to 
the enactment of the Foreign Exchange 
Regulation Act were required to issue 
equity shares in respect of their new pro¬ 
jects and expansion programmes in accor¬ 
dance with the dilution formula devised 
for the purpose. The FERA, the study 
says, was supposed to have superseded all 
earlier directives, but the government 
continues to insist upon adherence to both 
FERA obligations and the dilution 
formula. The AIEI, therefore, has called 
upon the government to rationalise the 
situation. 

The AIEI has also recommended that 
where the stake of financial institutions in 
the equity capital of a company exceeds 
20 per cent, there should be no restric¬ 
tions on the growth of the company aris¬ 
ing out of ,MRTP legislation, etc. 

It has also been strongly urged that the 
complete ban on investment by provident, 
pension and trust funds in industry should 
be diluted so that industrial concerns can 
draw upon these sources of investment. 

* * 

The All India Automobile and Ancillary 
Industries Association feels that there is 
good scope of exporting our auto ancil- 
laries not only to the foreign collabo¬ 
rators of our vehicle manufacturers but 


also for catering for the replacement 
requirements of auto components and 
parts there. Even some headway has been 
made for the supply of auto parts to be 
used as original equipment by manufac¬ 
turers of automobiles in countries such as 
West Germany, the UAR, Yugoslavia, 
Australia and the United Kingdom. 

export prospects 

The exports of auto ancillaries, it is 
pointed out, have gone up from Rs 23 
crores during 1975-76 to Rs 27 crores 
last year. It is hoped to step up these 
exports to Rs 30 crores this year and as 
much as Rs 50 crores by 1980-81. 

The association, however, stressed that 
three steps are necessary for accelerating 
exports. These are: 

(i) Making available inputs at internatio¬ 
nal prices; 

(ii) Liberal assistance from financial 
institutions for enabling the industry to 
develop scientilic marketing programmes 
which would show results in a period of 
three to five years; and 

(iii) Revival of the domestic market. 

The scope for exports of engineering 

and consultancy services to auto ancillary 
making units in the developing countries 
is also considered bright. There is stated 
to be a growing appreciation abroad of 
our auto ancillary units producing quality 
goods. 

On its part, the association is doing its 
bit to foster exports through participa¬ 
tion in trade fairs abroad. Such a parti¬ 
cipation in the Singapore fair recently 
resulted in the generation of firm on-the- 
spot orders to the tune of $ 1 million 
and inquiries for a much bigger amount. 
In December this year, the association is 
participating in the Dubai fair. The mar¬ 
ket for Indian ancillaries is considered to 
be quite promising in the west Asian 
countries. The association will also be 
participating in the buyers-sellers meets to 
be organised in the USA by the Trade 
Development Authority. 

With a view to reviving the domestic 
market, the association has called upon 
the government to have a second look at 
excise duties on both the components and 
the finished products of the industry with 
a view to avoiding the cascading effect of 


these levies, taking into consideration also 
the levies on raw materials. Some thought, 
the association emphasises, is also needed 
to be bestowed on the high cost of fuel in 
the country which has adversely affected 
the operational cost of auto vehicles and 
consequently the demand for vehicles as 
well as the products of the ancillary 
industries. The association feels that the 
law of diminishing returns has set in the 
automobiles and auto ancillary industries 
and there is an urgent case for having a 
fresh look at the excise duty structure 
relating to the automobile industry. 
Increase in auto production, the associa¬ 
tion points out, can yield very wholesome 
results not only by stimulating production 
in such industries as steel, aluminium, 
copper and a host of other industries but 
also in developing tertiary employment in 
trade and servicing workshops all over the 
country. 

The association has also drawn the 
attention of the government to the high 
cost of money which makes further invest¬ 
ment in manufacturing facilities or mar¬ 
keting of auto ancillaries very difficult. If 
exports arc to be stepped up substantially, 
the association thinks it is essential that 
more sophisticated equipment should be 
allowed to be installed in place of the 
worn-out machines. It has been suggested 
that approximately 25 per cent of the pre¬ 
tax profits of industrial units be allowed 
to be deposited with financial institutions 
with the provision that such amounts are 
to be used only for replacement and 
modernisation of plant and machinery. 

r -^ 

i 

Announcement 

M/s. Saurabh Pustak Bhandar, 
Ahmedabad, have been appointed 
as our Subscription Agents. 
Necessary enquiries may please 
be made to 

Saurabh Pustak Bhandar 

615, Relief Road, First Floor, 

Near Calicodome, 

AHMED ABAO-383 001 
Phone No. 31230 
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CENTRAL BANK OF INDIA 


Slat December, 
1975 


(Rs. In Crorea) 
4.75 
11.66 
1180.53 
84.01 
12.42 
16.77 


NUMBER OF BRANCHES 


Rural 

Semi-Urban 
Urban 

Metropolitan 

STATEMENT OF POSITION 
LIABILITIES 

Paid-up Capital 

Reserves 

Total Deposits 

Borrowings 

Bills Payable 

Other Liabilities 

Profit & Loss Account; 

Net Profit 

Less: Transfer to 

General Reserves 


31 at December, 
1976 


(Rs. In Crores) 
4.75 
12.86 
1467.75 
149.01 
12.74 
14.07 


0.40 

Balance to be transferred 

0.45 

to Central Government 


1310.54 


1661.63 


ASSETS 


67.43 

Cash in hand and with Banks 

Money at Call and Short 

104.89 

3.63 

Notice 

2.20 

366.63 

Investments 

468.91 


Loans, Advances and Bills 


830.29 

Purchased and Discounted 

1027.53 

2.73 

Land and Buildings 

3 V 32 

6.25 

Furniture and Fixtures 

.7.06, 

33.58 

Other Assets 

"'47.72 

1310.54 


1661.63/ 

—■■ 


Cehhtd Bank eMndia 

(A Gov.rnm.rn at Indb Undarttkhs) 

Tho Bank that movaa out to paopta and pi scat 
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A "people's plan" for 

economic development 


A plan for India’s sconomic development, prepared by a committee 
of experts constituted by the Indian Renaissance Institute, was 
released for public discussion by the Finance minister on May 15. 

Its title “People’s Plan-ll” harks back to the first “People's Plan” 
presented by the Institute’s founder, the late M N. Roy, in March 1944 
to the Indian Federation of Labour. In this section, we publish a 
summary of the plan, an “open letter’’ from Mr K.D. Malaviya 
to Mr Charan Singh on “India’s Economic Problems” and finally, an 
article on the “Khadl Economy” from the issue of this journal 
dated June 28, 1946. The relevance of each part of this collection to 
the rest will be easily appreciated by the reader. 


In the year 1943, under the inspiration of 
late M.N. Roy, an all-India labour orga¬ 
nisation called the Indian Federation of 
Labour set up a committee for preparing 
a plan of economic development for the 
country. In close consultation with M.N. 
Roy, and with the assistance of a number 
of economists, a plan was prepared by the 
committee and was submitted to the Indian 
Federation of Labour on March 10, 1944. 
The plan came to be known as the People’s 
Plan and evoked a great deal of interest 
and controversy. 

After the attainment of national inde¬ 
pendence, the government of India adopted 
economic planning as a national policy. 
The planning process commenced very 
hopefully with the first five-year Plan in 
1951. By the end of the third Plan in 1966, 
Indian planning was clearly in*the dol¬ 
drums. Although much has been achieved 
by way of economic development, planning 
has not succeeded in removing poverty, 
reducing unemployment or increasing dis¬ 
tributive justice. Someredical rethinking 
is therefore taking place. In this situation, 
the Indian Renaissance Institute, a society 
founded by M.N. Roy, adopted a pro¬ 
posal for the preparation of another 
People’s Plan, to the called People’s Plan- 
II. According to the resolution the plan 
should be a logical extension of the sound 
ideas, principles and directions contained 
in the People's Plan (1944), in the light of 
the developments which have taken place 
since 1943 in respect of (a) experience 
gained in India and elsewhere in the field 
of promoting economic development, (b) 
updated and refined data, and (c) concep¬ 


tual and theoretical advances. Presented 
in the following pages is a summary of 
the plan drafted by the committee consist¬ 
ing of Mr V.M. Tarkunde, a leading jurist, 
trustee of Indian Renaissance Institute and 
a joint author of the People's Plan (1944); 
DrG.R. Dalvi, Prof. Amrutananda Das, 
Mr N.K. Nair, economists and Mr V.K. 
Goel, a sociologist. 

The Central Objectives of the Five-Year 
Plans: The declared objectives of plann- 


POINT 

OF 

VIEW 


ing in India, according to the 1950 resolu¬ 
tion of the government of India, is “to 
provide a rapid rise in the standard of 
living of the people by efficient exploita¬ 
tion of the resources of the country, in¬ 
creasing production and offering oppor¬ 
tunities to all for employment in the service 
of the community”. This objective was 
to some extent elaborated or modified in 
the successive five year Plans in order to 
emphasize or clarify three central aims, 
namely, promotion of rapid economic 
development, ensuring social justice by 
reducing inequalities of incomes and 
wealth, and creating adequate employ¬ 
ment opportunities. 

A Candid Evaluation: The Indian eco¬ 


nomy has, over the last twentylive years, 
made considerable progress in many 
spheres and sectors of economic activities. 
The infrastructure of the economy has been 
strengthened and extended. The economy 
has acquired large quantities of modern 
industrial capital which has resulted in 
considerable progress towards industrialisa¬ 
tion. The output of agriculture has also 
increased in a substantial measure. Consi¬ 
derable progress has been made in develop¬ 
ing and diversifying the knowledge and 
skills of a large number of people. All 
this has resulted in bringing about a signifi¬ 
cant increase in the gross national product 
and to some extent in per capita income. 

unsatisfactory record 

However, tested in relation to the ad¬ 
vance made towards the central objectives 
of planning it is clear that the record of 
planning in India is far from satisfactory. 
It is a striking fact that the economic 
conditions of a large majority of the 
people in genera] and of weaker sections 
of the society in particular have gone from 
bad to worse. Prices of essential con¬ 
sumer goods have substantially gone up. 
The number of employment opportunities 
has not kept pace with the number of job 
seekers. Inequalities of income, wealth 
and opportunity have significantly widened. 
In many a case, exploitation of the re¬ 
sources of the country has been inefficient 
and wasteful. Thus, instead of leading 
the economy towards progressive realisa¬ 
tion of the central objectives, planning in 
India has in recent years virtually taken 
the economy into a state of stagnation. 

Failure and Contradictions: The ineffec¬ 
tive approach to developmental planning 
in India and the lop-sided priorities pur¬ 
sued in the five-year Plans have expressed 
themselves in many ways during the Plan 
era. First, the average rate of growth of 
gross domestic product has been declining 
in the successive five-year Plans. Thus 
instead of achieving the objective of acce¬ 
lerated economic growth, the economy 
tends towards a state of stagnation. 
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Second, (in the absence of a clear popula¬ 
tion policy) the rapidly growing popula¬ 
tion has virtually neutralized the gains in 
gross domestic product. Thus, though the 
gross domestic product has doubled during 
the Plan period, the successive five-year 
Plans could not make any perceptible im¬ 
provement in the average living standards 
of the people. 

Third, for want of rational and bold 
policies, equity in the distribution of 
income and wealth has not been ensured, 
nor has the appaling poverty prevailing 
among the 40 per cent of the popula¬ 
tion been eliminated. In fact, the absolute 
number of population within the poverty 
bracket went on monolonically rising 
during the Plan era. Fourth, a develop¬ 
ment strategy adopted for planning has 
resulted in an increasing wage bill of the 
economy, without being followed by cor¬ 
responding increase in the supplies of 
essential wage goods. 7 his has had the 
serious consequence of throwing the price 
level out of control. In fact prices of 
essential commodities rocketed during the 
Plan periods adversely affecting the weaker 
sections of the society. Fifth, the develop¬ 
ment strategy has led to heavy investments 
in the capital goods sector where the out¬ 
put capital ratio remains typically low. 
As a result the incremental output capita] 
ratio has tended to decline at a faster rate, 
thereby lowering the growth rate of the 
economy (given the savings and invest¬ 
ment capacity of the economy). 

natural corollary 

Sixth, a natural corollary of the given 
development strategy is the comparatively 
slow rate of growth of employment. This, 
coupled with the fact that effective labour 
supplies are increasing at a considerably 
higher rale, has led to widespread 
unemployment. In addition, the techno¬ 
industrial nature of the additional op¬ 
portunities created remain unsuitable to 
the skills that can be acquired by the 
population of a developing society in the 
short run. This has the strange conse¬ 
quence that while there remains an' army 
of unemployed, the jobs created arc 
unfilled on the one hand, and capacities 
remain underutilised on the other. 

This in a nutshell is our planning ex¬ 
perience. Such an experience has its 


origifi in the lopsided order of priorities. 
It is this realisation that forms the basis 
of a meaningful revision of the priorities, 
a realistic reconsideration of the strategies 
and a consistent fsamework of an action 
programme, presented in the People’s 
Plan-II. 

The Basic Objective and Priorities: 
According to the People's Plan-II, 
planning in India during the coming 
twenty years or so should have the 
following as basic objectives: 

(i) That the minimum primary con¬ 
sumption requirements of India's growing 
population should be met; 

(ii) That the productive involvement 
of the masses in the development of 
economy should be ensured by generating 
adequate employment opportunities; 

(iii) That economic growth on which 
the above two objectives are directly 
dependent should simultaneously ensure 
distributive justice; and 

(iv) That the poverty prevailing among 
40 per cent of the Indian population 
should be eliminated. 

fundamental considerations 

The above objectives give a plan frame¬ 
work, the fundamental considerations of 
which are: First, agricultural output has 
to be raised rapidly and its tendency to 
fluctuate severely checked. A thorough¬ 
going programme of land water manage¬ 
ment and agro-ecological reform must be 
the main instrument. Much of the work 
can be done by labour intensive methods 
with massive participation of the rural 
poor. Second, the pattern of land-distri¬ 
bution and land cultivation prevailing 
must be subjected to a rational reform. 
Consolidation and viable grouping of 
such holdings coupled with stronger 
implementation of ceiling laws and proper 
utilisation of community lands represents 
the major tasks. Third, the drive towards 
literacy needs to be based on development 
of area organisations of the rural poor, 
and leadership development within such 
organisations. Fourth, there should be a 
serious attempt to tackle the problem of 
regularising the channels of trade in 
essential commodities and their supply to 
poor households at adequately subsidised 
prices. Fifth, there is a need to develop 


a viable small/household industrial sector. 
Sixth, attempts should be made to prevent 
the social waste implicit in the growing 
number of educated unemployment. 
Programmes both for reducing the pro¬ 
duction of unemployables and for the 
organising of socjo-developmental acti¬ 
vities in which educated unemployed 
can validly participate are essential. 
Seven, adequate emphasis has to be 
placed on population control and on 
effective methods for spreading family 
limitation practices, particularly among 
the weaker section of the society. 

investment priorities 

In this context the investment priorities 
of the People’s Plan-II are as follows:— 

(i) Since India’s development perfor¬ 
mance both in terms of per capita product 
and the growth rate of employment will 
depend predominantly on what happens 
in the agricultural sector, the pattern of 
investment allocations in the People’s 
Plan should be governed above every¬ 
thing else by the need for providing 
an adequate ‘input-infrastructure-institu- 
tional’ base for a sufficiently rapid rise in 
(a) the incomes of the agricultural sector, 
and (b) rural employment opportunities. 
The People’s Plan aims at a comprehen¬ 
sive reconstruction of the rural economy 
through the development of agriculture, 
agro-based industries and cottage/house¬ 
hold industries. Building up of necessary 
infrastructural facilities (both physical 
and social) also is of equal importance. 

(ii) Since the supplies of primary con¬ 
sumption goods have been lagging behind 
their effective demand during the past 
decades, economic growth has not 
generated the required improvements in 
the standard of living of the masses. 
Therefore, sectors engaged in producing 
goods of primary needs (agricultural as 
well as non-agricultural) should receive 
prority attention in the matter of invest¬ 
ment allocations. 

(iii) Since improvements in the general 
welfare significantly depend on services 
such as health, education and other 
community development service including 
those to the underprivileged and the rural 
masses, outlays on these services/sectors 
should be stepped up substantially. Apart 
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from satisfying the known socio-political 
requirements, this order of investment 
priorities would directly enhance employ¬ 
ment potentials because of the low capital 
output ratio in this sector. 

The tasks identified above have a 
natural and integral relationship with the 
kind of growth needed for poverty elimi¬ 
nation. First, there must be a rapid 
growth and techno-organisational progress 
in the sectors on which the poor depend 
for employment: agriculture, animal 
husbandry, forestry, construction and 
public works, village crafts and small 
industry, small services units and minor 
transport. All other sectors must be 
treated for the time being an important 
only to the extent they provide necessary 
inputs and support services to these new 
priority sectors, Second, there must be 
a rapid expansion in the output of basic 
wage-goods industries, simultaneously 
followed by a deliberate attempt to curb 
the growth of non-essential consumption 
goods industries. Capital goods and 
intermediates goods sectors should be 
allowed to grow only to the minimum 
unavoidable extent on the basis of con¬ 
solidation of inler-sectoral balances. 

social services 

Third, there must be a rapid extension of 
social service activities—family planning, 
child-care, education, community organi¬ 
sation and health directed especially at 
poor communities. Fourth, there should 
be an intensive attempt to improve the 
availability of drinking water, sanitation 
and housing levels of poor communities 
and slum areas. While, in the immediate 
future, resources and sectoral priorities 
may not permit rapid progress towards 
permanent solution of housing and 
community services problem, interim 
measure of a semi-permanent low-outlay 
type will have to be intensively pursued. 

A growth strategy with the priorities 
outlined above and coupled with intensive 
attention to the tasks of planning men¬ 
tioned earlier will serve not only for a 
vigorous action on the poverty problem 
but also will serve to accelerate growth. 
This belief is based on three fundamental 
factors. First, the new sectoral priorities 
will serve to weigh in favour of new in¬ 


vestments towards high incremental out- 
put-capital ratio sectors and short-gesta¬ 
tion projects. This will not be done indis¬ 
criminately, but will follow naturally from 
the sectoral priorities adopted. Second, 
by allowing for rapid expansion of basic 
wage goods output (industrial as well as 
agricultural) the new strategy will break 
the imbalance which has been responsible 
for continued stagnation along with infla¬ 
tion in the Indian economy. Third, by 
rationally restricting fresh outlays on capi¬ 
tal goods and heavy infrastructure, the 
new development style will release re¬ 
sources for more meaningful growth pro¬ 
moting activities, particularly those using 
social services, as their main activating 
input. 

A Twenty-year Developmental Perspec¬ 
tive: Within the framework outlined above, 
the People’s Plan tries to arrive at (a) a 
developmental perspective for the coming 
20 years starting from 1978-79 and (b) a 10- 
year indicative plan for the period 1978-79 
-1988-89. 

The resource generation assumptions 
made by the People’s Plan are summarised 
in Table I. 

With investible resources amounting to 
19.24 per cent of GDP in 1978-79, the 


fifth five-year Plan proposes a growth 
rate of 5.65 per cent. This involves an 
implicit incremental capital output ratio of 
3.41:1. With a different pattern of sec¬ 
toral emphasis and bias towards low- 
investment-cost technologies, it should be 
possible to hold the incremental capital 
output ratio down to 3.21:1 for the first 
5-year period. This will allow a growth 
rate of six per cent per annum. For the 
next three quinquenniums, capital-output 
ratio may be allowed to rise successively 
to 3.41:1, 3.6:1 and 3.8:1 respectively, 
the rise reflecting the gradual shift towards 
emphasis on higher capital-intensity sec¬ 
tors and more capital-intensive technical 
options. The growth rates of GDP for 
the four quinquenniums are thus 6.0 per 
cent 6.16 per cent, 6.24 per cent and 6.38 
per cent annually. This represents a slow 
but steady acceleration of the pace of 
growth as the resource-generation position 
improves. 

The results of the process are sum¬ 
marised in Tables II and Ill. They 
indicate that the economy will grow more 
state-sector-oriented, that domestic *-*v- 
ingwill grow rapidly and the econQby 
become relatively (though not absolutely) 
less dependent on net imports financed by 
foreign capital inflow. This type of 


Table I 


Resource Generation Assumptions During 1978 79 to 1998-99 



1978-79 

1983-84 

1988-89 

1993-94 

1998-99 

Ratio of Disposable 

Income to GDP 

114.12 

114.12 

114.12 

114.12 

114.12 

Share of State 

Sector in DI* 

16.64 

18.30 

20.13 

22.14 

24.35 

Share of Private 

Sector in DI* 

82.93 

81.27 

79.44 

77.43 

75.22 

. Share of External 

Sector in DI* 

0.4 

0.43 

0.43 

0.43 

0.43 

Propensity to Save 
in State Sector 

27.63 

30.39 

33.43 

36.77 

40.45 

Propensity to save 
in Private Sector 

13.53 

14.21 

14.92 

15.67 

16.45 

Ratio of Net 

Imports to DI* 

1.04 

0.83 

0.66 

0.53 

0.42 

Implied Share of 

Investible Resources to GDP 

19.24 

20.96 

22.45 

24.23 

26.41 


♦Disposable income. Source: Fifth five-year Plan, p. 110 for 1978-79 figures. 


EASTERN ECONOMIST 


1037 


JUNE 3, 1977 





action will allow the mobilisation of re¬ 
sources without resorting to inflation. 

Population : For purposes of the 
People’s Plan, population in 1978-79 is 
estimated at 634 millions. Taking 1983-84 
as the date at which birth and death rates 
will be compatible with long run popula¬ 
tion stability, the plan has derived the 
target figures as summarised in Table IV. 

Food and clothing: Given the figures for 
disposable income and population the 
primary needs fulfilment levels of sup¬ 
plies of some leading consumption items 
are estimated in Table V. The per 
head physical consumption norms are 
those suggested in the report of the 
National Commission on Agriculture 
(Part III). The income elasticity relation¬ 
ships used are from F.A. Mehta, (The 
second India series—Economy). 

Health: The basic needs targets for 
health services are estimated as follows. 
Health Department’s population-based 
norms are used to estimate personnel re¬ 
quirements. Forquantum of medical expen- 
sesfraeeded to cover the bottom 40 per cent 
of the population, the World Health Orga¬ 
nisation norm of Rs 15 per capita/year is 
adopted. It is also assumed that this 
will be roughly 30 per cent of total health 
services expenditure, private and public. 

Education: An essentially simitar proce¬ 
dure is followed for estimating basic needs 
in education. Population-based norms of 
the education department are used to 
estimate numbers of primary schools/adult 
education centres and secondary schools. 
A norm of Rs 18 per capita per year is 
adopted as minimum educational expendi¬ 
ture needs for members of bottom 40 per 
cent of the population. The outlay on poor 
people’s education is set at 40 per cent of 
total educational outlays. 

Housing : The basic target in the housing 
sector is to provide the bottom 40 per 
cent of the population with minimum 
habitation standards by 1998-99. This 
standard involves one housing unit of mini¬ 
mum satisfactory condition per standard 
household of five. This gives a target of 
41.73 million housing units by 1998-99. 
This is the stock target. 

At present there are around 37.85 mil- 


♦ Table H 


Growth and Resource Generation Daring 1978-79—1998-99 
(Figures in 1975-76 Prices) 


(Rs millions) 



1978-79 

1983-84 

1988-89 

1993-94 

1998-99 

GDP 

770650 

1031300 

1390560 

1882040 

2564060 

Disposable Income 

879440 

1176920 

1586910 

2147790 

2926110 

Public Sector Income 

146380 

215380 

319440 

475520 

709000 

Private Sector Income 

729260 

956490 

1260640 

1663030 

2201020 

External Sector Income 

3800 

5050 

6830 

9240 

16090 

Public Savings 

40450 

65450 

106790 

174850 

286790 

Private Savings 

98680 

135920 

188090 

260600 

362070 

Net Imports 

5320 

9770 

10470 

11380 

12290 

Investible Resources 

148250 

216190 

312180 

456070 

677240 


Source : Base-line data, fifth five-year Plan, p. 110, 



Table III 



Growth, Consumption and Savings During 1978-79—1998-99 


(Figures in 1975-76 price*) 





(Rs millions) 


1978-79 1983-84 

1988-89 

1993-94 1998-99 

GDP 

770650 1031300 

1390560 

1882040 2564060 

Dispossable Income 

879440 1176920 

1586910 

2147790 2926110 

Consumption 

736510 940500 

1285200 

1703100 2261160 

Domestic Savings 

142930 206420 

301710 

444690 664950 

Investment 

i 

148250 216190 

312180 

456070 677240 


Source: Base-line data, fifth five-year Plan, p. 110 


Tablb IV 



Population Trend and Population Targets During 1976-2001 



(Figures in millions) 


Population as 

Population 

Policy 


per present 

target 

gap 

Year 

trend (by 

levels 



Medium 1 Estimate) 



1976 

605.6 

605.6 

(actual) 

1978-79 

634.0 

634.0 

(actual) 

1981 

663.3 

656.0 

7.3 

1983-84 

693.2 

684.5 

8.7 

1986 

724.5 

708.0 

16.5 

1988-89 

754.7 

733.0 

20.8 

1991 

786.2 

760.0 

26.2 

1993-94 

819.3 

784.9 

34.4 

1996 

853.8 

810.6 

43.2 

1998-99 

888.4 

834.6 

53.8 


Source : For trend figures, Registrar General of Census, Govt, of India. Popu¬ 
lation projection 1971 to 2001 AD. 
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lion housing units occupied by the bottom 
40 per cent of the population- Around 
80 per cent of this housing is critically 
substandard. Thus fully meeting the 
bottom 40 per cent of the population’s 
housing minimum needs will involve by 
1998-99 expenditure given in Table VIII. 

Phasing: Evidently proper ‘phasing’ will 
be necessary in meeting "primary needs 
targets by 1998-99. As far as consump¬ 
tion goods are concerned, the Plan 
adopts the targets of attaining up to 
1988-89, growth rates which (if projected 
to 1998-99) will reach the Table V figures. 
It is also clear that the three targets con¬ 
cerning education (qualitative target), 
health and housing programme are diffi¬ 
cult of simultaneous attainment. There¬ 
fore, if it is felt that (as far as the first two 
targets are concerned) the first decade 
should achieve one-third of the needed 
increase and the second decade two-thirds 
of the needed increase. 


primary needs perspective — 


As far as the housing programme 
is concerned the four quinquenniums 
should involve expenditure of 0 . 1 , 0 . 2 , 
0.3 and 0.4 per cent of the total 
estimated expenditure. Thus, our 
primary needs perspective is (a) meeting 
of lower estimate consumption needs 
by 1988-89, and fully meeting basic con¬ 
sumption goods supply target by 
1998-99, (b) coverage and personnel 
norms of educational and health services 
fully by 1988-89 and qualitative expendi¬ 
ture targets by 1998-99, and (c) coverage 
of 3/10 of the minimum housing pro¬ 
gramme by 1988-89 and of the rest 7/10 
by 1998-99. This seems to be, prima 
facie, the best that can be achieved by 


Tabu V 

Primary Needs and Consumption Targets 



Unit 

Need 1998-99 

Actual 1978-79 

Increase (%) 

Foodgrains 

Million 

tonnes 

167.00 

125.00 

33.60 

Sugar 

»» 

10.50 

5.40 

94.44 

Gur 

»» 

13.53 

8.22 

64.60 

Vanaspati 

»» 

1-72 

0.61 

181.97 

Tea 

Million kgs. 

498 

235 

111.91 

Coffee 

M 99 

103 

52 

98.08 

Tobacco 

99 99 

474 

283 

67.49 

Cotton clothing Millon metres 

22,530 

9,500 

137.16 


Gur actual 1978-79, obtained on the basis of residual sugarcane converted to gur. 
Source : (i) Fifth five-year Plan; (2) Coffee Board, five-year Plan; (3) Gur and 
tobacco estimated on the basis of trend method. 


Table VI 

Health : Primary Needs Targets 



Unit 

1978-79 

Actual 

1998-99 

Target 

Increase 

(%) 

Norm 

Doctors 

nos. 

167,800 

238,460 

42.11 

1:3500 persons 

Nurses 

nos. 

103,200 

166,920 

61.74 

1:5000 „ 

Auxiliary Nurses and 
Midwives 

nos. 

83,200 

166,920 

100.34 

1:5000 „ 

Sanitary Workers 

nos. 

39,230 

83,460 

185.53 

1:10,000 „ 

Expenditure on Anti- 
Poverty Health Service 

Rs 

million 

n.a. 

5007.60 

n.a. 

Rs IS per capita 

Total Health Service 
Expenditure 

Rs 

million 

1883.81 

16692.00 

786.08 

not applicable 


Source: Fifth Plan, Health and Educational Programmes: Annual Report of the 
ministry of Health and Family Planning (1974-75). The 1978-79 actuals have been 
estimated on the basis of planned additions to health personnel added to 1973-74 
figures. 

Table VII 

Education : Basic Needs Targets 


1998-99. 

Sectoral Growth Patterns: By 1998-99, 
the per capita income will rise from its 


Actual 

1978-79 

Need 

1998-99 

Increase 

(%> 

Norm 

1978-79 level of Rs 1387.10 to nearly 
Rs 3506.00. This rise of 152.76 per cent 

Primary Schools (nos.) 

487,980 

834,600 

67.60 

1:1000 persons 

in per capita income will, of itself generate 

Secondary Schools (nos.) 

102,930 

166,920 

62.17 

1:5000 „ 

a number of alterations in the sectoral 
composition of output. On the basis of a 
balanced structural pattern, the following 

Educational Expenses of 
Bottom 40 per cent of 
Population (Rs millions) 

n.a. 

7210.94 

n.a. 

Rs 18 per capita 

would be the over-all structural change 
between 1978-79 and 1998-99. 

Total Expenditure on 
Education (Rs millions) 

3078.04 

18,027.35 

485.68 

Not applicable 


Plan Perspective: A Comparison: As 
compared to the existing perspective (Table 


Source : Ministry of Education, yearbook 1976, page 12. 
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X) the People's Plan perspective has a 
greater emphasis on (a) construction, (b) 
transport, and(c) agriculture;and relatively 
lower emphasis on (a) electricity etc, (b) 
manufactures, and (c) services. Thus, the 
relative high growth areas of the People's 
Plan are (a) social services, (b) agriculture, 
(c) small industry, and (d) housing; and 
the relative low growth areas are (a) 
administration, trade and commerce and 
(b) large-scale industry. The much greater 
emphas : s on rural public works, construc¬ 
tion and transport are already evident. 
Due to this changed emphasis, the People's 
Plan perspective expects relatively a better 
performance in terms of aggregate growth. 
The performance is relatively impressive 
in terms of per capita income, since its 
rate of targetted population growth, 15.67 
per cent, is much lower than the officially 
planned rate of growth which is 19.03 per 
cent, over 1978-79 to 1988-89. Thus, in the 
existing planning, per capita income rises 
by 47.98 per cent while in the People’s 
Plan it increases by 55.98 per cent. 

The Employment Perspective: The new 
job demand in the non-agricultural sectors 
has been estimated by dividing the output 
increments by the Central Statistical Orga¬ 
nisation (CSO) figures for jobs per one 
million rupees of new output. An over¬ 


Renovation of and upkeep of 30 28 million 
units @ Rs 1000 
per unit 

Unkcep of 7.57 million units for 20 
years @ Rs 20 a year 
per unit 

New construction of 3.88 million 
units @ Rs 5000 per unit 
Total 

Assuming Poor People’s Housing 

to be 40 per cent of Total Outlay 

on Housing, said Total Outlay 

or, an yearly average of 

Total investments on Housing 1978-78 ... 

Gap in Investments in 1978-79 


all reduction of 20 per cent has also been 
applied in order to take account of pro¬ 
ductivity increase between 1978-79 and 
1998-99. Thus, the estimates yield a 
figure of 165.32 million new jobs that 
would be created over the next 20 years in 
the non-agricultural sectors. On the basis 
of the population projections presented in 
Table IV and on the basis of the specific 
assumptions of a 95 per cent male partici¬ 
pation and 45 per cent female participa¬ 
tion rate in 1998-99, the potential work 
force is expected to rise from 199.21 million 
in 1978-79 to 288.29 million in 1998- 
99, a rise of 89.09 million. Beyond this, a 
backlog of about 14 million of open un¬ 
employed existing in 1978-79 is to be 
covered, so that by 1998-99 a total of 
103.08 million new jobs are required in the 
non-agricultural sectors, merely to keep 
the situation as it is. 

The net excess of jobs created 
over jobs required turns to be 62.24 
millions. By 1998-99, the agricultural 
workforce will be 91.11 millions, as 
against 153.35 millions in 1978-79. At 
the same time, output in the agricultural 
sector will rise from Rs 371,068 millions 
to Rs 730,757 millions involving an 
increase in per worker product in agricul¬ 
ture from Rs 2419.75 per year to 


30,280 


3,028 

19,400 

52708 


131,770 

65:8.50 

1406.93 

5181.57 


Table IX 

Structural Change in the Indian Economy 
between 1978-79 and 1998-99 
(Sectoral outputs as percentage share 
in GDP) 



1978-79 

1988-89 

1998-99 

Agriculture 

*48.15 

42.00 

28.50 

Industry 

17.49 

19.00 

21.20 

Electricity etc 

0.94 

1.00 

2.00 

Construction 

4.21 

6.23 

9.20 

Transport 

3.48 

3.80 

5.80 

Services 

25.73 

27.97 

32.30 


Source: For 1978-79, Fifth five-year Plan, 
p 17. 

Table X 

A Comparison of People’sPlan Perspective 
with Fifth Plan Perspective 

(Per cent) 


Sector 

Officially 

planned 

increase 

People’s 
Plan project¬ 
ed increase 

Agriculture 

48.16 

57.40 

Manufacture 

104.00 

96.05 

Electricity etc 

132.02 

91.98 

Construction 

109.84 

167.04 

Transport 

76.71 

97.94 

Services 

101.05 

96.09 

GDP 

76.14 

80.43 


Rs 8020.60 per year. It is expected that 
this change will more than suffice to elimi¬ 
nate unemployment and underemployment 
in the agricultural sector. 

A Ten Year Plan for People’s Prosperity: 
Assuming the aggregate growth perspec¬ 
tive to be attainable and considering the 
upper-limit of aggregate public outlay thus 
being established, an attempt has been 
made to formulate an indicative 10-year 
plan for the period 1978-79—1988-89. In 
doing so, the sector-wise amounts of total 
investments are first divided on the basis 
mobilisable resources within each sector 
and second, resources to be transferred to 
that sector. Adding such transfer needs 
together for the economy as a whole 
(excluding, the administration sector), the 
amount of resources which needs to be 
mobilised to make possible the planned 
programme of sectoral investments, are 
arrived at. The total public investment 


Source : Ardeshir Dalai. Housing and the Poor, Manek Publications, Bombay, 
1975: for “Conditions in 1978-79”. HUDCO estimates of minimum upkeep, 
renovation and new construction for housing. Figures roughly average of 
EWS and rural housing scheme figures. Converted pro-rata to 1975-76 
base. HUDCO, Low Cost Housing Programmes, 1973* 


Table VIII 

Housing: Minimum Needs Programme 1978-79 to 1998-99 

(Rs millions) 
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consists of these amounts and the finance 
raised by the government enterprises in 
each sector. The total public outlays are 
calculated by adding the necessary amounts 
of public non-developmental outlays in 
each sector. The total public outlays are 
then divided among ‘programme sectors’ 
of the plan. These sectors are different 
from investment sectors and include both 
consumption and investment components. 

dimensions of the plan 

The impact of the ten-year Plan is, thus, 
developed along the following dimensions: 
(a) the sectoral growth pattern is worked 
out in greater detail and growth targets of 
a number of critical subsectors are indi¬ 
cated; (b) employment generation figures 
for all major sectors are, thus, computed 
based on sectoral increments. The excess 
of the labour force increment overemploy¬ 
ment generation (in non-agricultural sector) 
is treated as the net increase of work force 
in the agricultural sector; (c) the employ¬ 
ment pattern is then treated with the out¬ 
put pattern (both for beginning and end- 
plan years) and the rise in per worker pro¬ 
ductivity in agriculture is treated as a 
‘proxy variable’ for reduction in agricul¬ 
tural under-employment; (d) the per capita 
income growth increase and its relation¬ 
ship with sectoral per worker productivity 
pattern is examined; and (e) finally the 
Plan’s implication on the poverty situation 
is derived. 

Resource Generation Potentials: Table 
XT indicates the estimated resources to be 
raised by the government. 

Public Investments: The logic under¬ 
lying the plan investment pattern (Table 
XII) is explained below: 

1. Agriculture is an activity best deve¬ 
loped under private initiative. However, 
it will require massive investment support. 
Similar is the situation for small industry. 
Thus, these two sectors show relatively 
high ratios of private and government 
(transfer) investments. 

2. Large industry is a sector where 
both private and public sector investments 
should evenly collaborate. However, since 
the plan does not propose too fast an 
increment of this sector, the degree of 
‘transfer’ is low. 

3. Electricity is a sector in which there 


is little private investment possibility. Self¬ 
generated government investments are also 
likely to be insufficient. This calls for a 
high rate of transfer. 

4. The construction and services (less 
administration) sectors display fairly equal 
participation by private and public invest¬ 
ment. But, due to high planned rates of 
growth in both sectors considerable transfer 
is required. 

Considering the process of investment¬ 
financing, it is estimated that out of a 
total investment outlay of Rs 19,44,724 
millions (less administrative investments), 
the private sector contribution will be of 
Rs 8,53,824 millions while the public 
sector raises Rs 10,90 900 millions of 


which Rs 3,67,830 millions is financec 
from enterprise surpluses; Rs 5,97,59! 
millions out of budgetary surpluses, ant 
Rs 1,25,471 millions out of external ftinds. 
Comparing this figure of Rs 10,90,90C 
millions of investment outlays with the 
figure of Rs 17,35,686 millions of total 
permissible public outlays of both invest* 
ment and non-investment types, total 
non-investment outlay comes to about 
Rs 6,44,786 millions. In order that 
external dependence may be reduced, this 
outlay is cut down to Rs 5,40.000 millions. 
This allows Rs 8,27,980 millions to be 
financed out of budgetary surpluses and 
reduces the degree of external financing oi 
total investment outlays. There is, thus, 
a total plan outlay of Rs 16,30,90C 


Table XI 

Resaurce Mobilisation Limits During Ten-Year Plan Period 
(1978-79—1988-89) (minimum estimates) 

(Rs millions' 


1 . 

Gross, domestic product (Plan annual average) 

1035198 

2. 

Gross national product (Plan annual average) 

1181368 

3. 

Ratio of direct taxes to GNP in 1978*79 

3.42 per cent 

4. 

Direct taxes (Plan annual average) 

40402.79 

5. 

Total direct taxes 

404028 

6. 

Ratio of indirect taxes to GNP in 1978-79 

13.32 per cent 

7. 

Indirect taxes (Plan annual average) 

157358.21 

8. 

Total indirect taxes 

1573582.10 

9. 

Total tax revenue (5+8) 

1977610 

10. 

Savings by state enterprises as a ratio to GNP 1978*79 

4.26 per cent 

11. 

Planned rise during People’s Plan 

20 per cent 

12. 

Rate of state enterprise savings 

5.11 percent 

13. 

Government enterprise savings (Plan annual average) 

60391.53 

14. 

Estimated total surplus of government enterprise? 

603915.32 

15. 

Foreign capita] inflows (Plan annual average) 

12547.11 

16. 

Estimated total foreign capital inflows 

125471.80 

17. 

Total mobilisable resources without domestic borrowings 



(5)+(8)+(14)+(16) 

2163472.4 

18. 

Net borrowings, maximum 

30 per cent of 



(17) above 

19. 

Maximum public outlays without deficit finance 

2812514 


Note: The above ‘minimum estimates have been generated by assuming (I) that rates 
„ of direct and indirect taxes will not rise* above the rates they are planned t< 
reach (according to official plans) by 1978-79; (2) that the proportion o: 
surpluses of public enterprises to Gross National Product will rise to 20 pe 
cent above its level in 1978-79; (3) that foreign capital inflows will be as showi 
in the macro-economic balance (Chapter Four: Table 4.2) and (4) that domesti< 
borrowings will be limited to not more than 30 per cent of the total resource 
raised by the first three methods. These assumptions guarantee that th 
resource-raising visualised can actually take place. These are, thus, th 
minimum estimates of the maximum resources that may be raised by th 
government, without resorting to deficit financing. 
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millions of which Rs 10,90,900 millions 
is investment and Rs 5,40,000 millions is 
non-investment development outlay. 

The programmewise allocations of the 
total outlays are presented in Table XIII. 
By comparing these allocations with the 
fifth Plan allocations it can be seen that 
the People’s Plan-II lays greater emphasis 
on (a) agriculture, (b) irrigation and flood 
control, (c) housing, community facilities, 
etc. (d) education and (e) health, nutrition 
and family planning. Sharp reduction 
occurs in (f) industry (large), (g) transport/ 
communications and (h) power and energy. 
Some of the apparent reduction is, how¬ 
ever, a result of non-conformity in sector 
definitions. In Table XIV these compara¬ 
tive data are presented with appropriate 
changes in order to secure full compar¬ 
ability. 

It is clear from Tabic XIV that the 
share of agriculture in plan allocations 
is raised from 11.82 to 15 28 per- cent; the 
share of irrigation and flood control from 
8.76 to 13.26 per cent; of education from 
3.27 to 7.47 per cent; and of social and 
community services from 12.13 to 23 88 
per cent. As against this, the share of indu¬ 
stry reduced sharply from 25.96 to 15.20 
percent and of power and energy fr m 
18.56 to 10.26 per cent. The share of 


transport and communication also drops, 
but less sharply, from 17.51 to 14.21 per 
cent. In other words, from an industry- 
power-transport-oriented plan of the 
existing type, the emphasis has shifted to 
an agriculture-education-social services- 
oriented plan. The People’s Plan lays 
stress on housing, community facilities 
on the one hand and on health-nutrition- 
family planning on the other. 

Growth and Employment Generation: 

The above mentioned shifts in the invest¬ 
ment pattern are primarily intended to 
generate a greater volume of employment 
per unit of additional income generated. 
In particular the aim is to generate a much 
faster increase in employment opportunities 
for unskilled labour (both urban an rural) 
so that employment generation may have 
the easng impact on the poverty situation. 

The quantum of new jobs created 
(according to the People’s Plan pattern) is 
46.943 millions over the decade in the 
non-agricultural sectors. Applying parallel 
methods of analysis to the fifth Plan 
growth perspective, new job generation in 
non-agricultural sectors drops to 43.357 
millions. In the same period, the labour 
force (calculated on population basis) 
rises from 199.21 millions to 244.81 
millions, registering a rise of 45.60 mil- 

Table XII 


lions. Thus, while the people’s plan allows 
for a net absorption of 1.34 millions into 
the non-agricultural sector, relieving the 
under-employment pressure in agriculture, 
the fifth Plan variant leads to net surplus 
of job-seekers over jobs in the non-agri¬ 
cultural sector of 2.24 millions, who must 
be absorbed into agriculture, thus increas¬ 
ing the pressure of under-employment and 
unemployment. 

As far as unskilled labour is concerned, 
the growth pattern of the People's Plan 
helps in three ways. First, the increment 
of unskilled labour in the People's Plan 
is smaller (3.13 million) due to the expan¬ 
ded skill building and educational pro¬ 
grammes. Second, the direct generation 
of unskilled labour demand through 
People’s Plan (40.787 millions) is 3.039 
millions higher than that of the fifth Plan 
perspective (37.738 millions). Finally, 
the People’s Plan includes (over and above 
natural employment increments to be 
expected through growth), much larger 
programmes of direct supplementary 
employment creation. It can also be seen 
that while in the fifth Plan perspective 
120.7 millions of new dependents will 
have to be supported by 44.46 millions of 
new jobs, in the People’s Plan 99.5 mil¬ 
lions of new dependents will have to be 


. Investments and Transfers Daring Ten-Year Plan Period at 1975-76 Prices 


(Rs. millions) 


Sector 

Output 

increments 

Capital 1 * 
output ratios 

Necessary Privated 

investments investments 

Government 

investments 

Self financed 
investments 6 

Transfers 
(Govt, only) 

Agriculture 

213005 

3.22 

685764 

274307 

411458 

329 

411129 

Small Industry 

29336 

3.25 

95583 

33454 

62129 

311 

61818 

Large Industry 

100049 a 

5.08 

509020 

274870 

234150 

187320 

46830 

Electricity 

6663c 

4.21 

28051 

51 

28000 

7000 

21000 

Transport 

26026 

4.21 

83543 

44790 

38753 

27127 

11626 

Construction 

54193 

4.60 

249288 

108963 

140325 

49114 

91211 

Services 

152046 

1.93 

293475 

117390 

176085 

96629 

179456 

Sub Total 

581388 

3.34 

1944724 

853824 

1090900 

367830 

723070 

Administration 

38522 

3.27 

125775 

0 

125775 

(723374)* 

(827980), h 

(—597599) 

(-702205) 

External Sector** 

— 

— 

-* 

— 

— 

— 

(-125471) 

(-125471) 

Economic Balance 

619910 

3.34 

2070944 

853824 

1216675 

— 

(—206850) 

Note: (a) Include ‘mining’. 

(b) CSO estimates except for 

‘administration’ 

and ‘small industry’ which 

i arc derived 

as ‘residuals'. 


(c) Power generation only, (d) Private investments, (e) Self financed investments, (f) External funds inflow, (g) alloca¬ 
tions before considering public outlays other than investment, (h) allocations after considering other outlays. 
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supported by 52.05 millions of new jobs. 
The dependents* incremental ratio impro¬ 
ves, thus, from 2.67: 1 to about 1.81:1. 

Growth an I People's Prosperity: In 
aggregative terms, the People's Plan ex¬ 
pects to achieve a rise in Gross Domestic 
Product by 80.04 per cent over ten years. 
As population rises during the same period 
by about 15.85 per cent, a rise in per 
capita GDP of 55.41 per cent is antici¬ 
pated. This will take per capita income 
from Rs 1387.13 to Rs 2198.86 in 1975-76 
prices. In the meantime, the per capita 
income of the bottom 40 per cent of the 
population is expected to rise from 
Rs 520 to Rs 963, a rise of about 100.62 
per cent. 

This higher rate of increase in the 
case of bottom 40 per cent is attained 
mainly through, (a) the impact of the plan 
on the demand for unskilled labour, (b) 
the massive outlays on services specifically 
included to benefit the weaker sections 
like education, health and housing, (c) 
the direct and indirect contribution from 
the primary consumptions fulfilment pro¬ 
gramme, and (d) the overall bias of the 
Plan in favour of the bottom 40 per cent. 
Calculating likewise for the fifth Plan 
variant fields a per capita income for the 
poor group of only Rs 785,45. Thus, there 
is a gain in the People's Plan of over 
Rs 164 per head in the final average 
annual income of the bottom 40 per cent 
of the population. 

Phasing of Priori ies within the ten- 
year plan: Within the above-specified 
over-all structure of the 10-year plan, 
there have to be significant variations in 
the pattern of allocations over time. The 
reason behind this is that (in any process 
of shift from one strategy of growth to 
another) there must be an intervening 
‘transition phase 4 in which the imbalances 
of the previous strategy are corrected. 
Only after this phase can growth along 
the new strategy begin in earnest. The 
People's Plan-11, therefore, visualises a 
three-year 'transition phase plan, covering 
the first three years (1978-79—1980-81) of 
the 10-year plan outlined above. 

The investment and growth pattern 
envisaged during the transition plan is 
presented in Table XV. 

Unas, while out of a io til increiriehf ih 
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Table XHI 


Programme wise Allocations of Outlays During the Period 1978-79—1988-89 

(At 1975-76 prices) 


(Rs million) 


Sectors 

Investment 

Mon-invest¬ 

ment 

Total 

Per cent 
share 

Agriculture and A Hied.Sectors 

2,20,202 

29,050 

24,962 

15.28 

Irrigation and Flood Control 

1,91.256 

24,940 

2,16,196 

13.26 

Power and Fnergv 

1,00,800“ 

26,500 

1,34,500 

8.26 

Industry and Mining 

2,16,279 

31,690 

1,47,969 

15.20 

Small Industry 

62,129 

8,10) 

70,229 

4.31 

Large Industry 

1,54,15) 

23,590 

1,77,74) 

10.89 

Transport & Communication 

78,753 h 

22,547 

1,01,300 

6.21 

Housing/Community Facility etc. 

1,20,325'-’ 

1,36,595 

2,56,920 

15.75 

Education 

46.085 

75,900 

1.21,985 

7.47 

Health/Nutrition/I amily 





Planning etc. 

10.2 0 

1,80,768 

2,82,786 

17.33 

Rest of Plan 

8,000 

12,000 

20,000 

1.23 

Total 

10,90.900 

5,40.000 

16,30.900 

100.00 


a. Does not include distribution costs. Includes “energy sector” investment in 
large industry (coal, petroleum etc.) b. Includes Rs. 40,000 million investment on 
communication, does not include intra-urban transport, c. Includes power distribu¬ 
tion and intra-urban transport. 


Table XIV 


Camparison of People’s Plan and Fifth Plan Programme Outlay Ratios 


Per cent allocations 

Sector —-- 

People's Plan Official fifth Plan 


Agriculture and Allied Sectors 

15.28 

11.82 

Irrigation and Flood Control 

13.26 

8.76 

Power (with distribution cost added) 

10.26 

18.56 

Industry and Mining 

15.20 

25.96 

Transport/Communication 
(intra-urban transport added) 

14.21 

17.51 

Education 

7.47 

3.27 

Social and Community Services 

23.08 

12.13 

Rest of the Plan 

1.23 

1.99 

Total 

100.00 

100.00 


Source: Fifth five-year Plan, p. 52 

Table XV 

Growth in the Transitional Phase 

(Rs million) 


Sector 

. Output 
1978-79 

Output 

1981-82 

Increment 

Investment 

Agriculture and Allied Sectors 

3,71,068 

4,34,970 

63,902 

2,05,629 

Industry and Mining 

1,34,769 

1,60,646 

25,877 

1,20,900 

Electricity etc. 

7,24 \ 

8,577 

1,333 

5,610 

Transport 

26,819 

32,014 

5,205 

16,709 

Housing/Constructioh 

32,444 

43,282 

10,839 

49,858 

Services 

1,98,306 

2,59,124 

60,818 

1,17,390 

Total' 

7,70,650 

9,36,614 

1,67,964 

5,16,096 
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Gross Domestic Product of Rs 619^10 
million over the 10-year period, about 
27.09 per cent is accounted for in the 
transitions phase about 24.92 per cent of 
investments being accounted for during 
the same period. 

The investment allocation for the three- 
year Plan (1978-79—1980-81) have thus 
been attempted with a view to ensuring a 
smooth transition from a heavy industry- 
capital- goods-oriented fifth five-year Plan 
to an agriculture-services-oriented People’s 
Plan, envisaged in the 10 year development 
Plan. The broad allocations indicated in 
Table XV adhere to the new scheme 
of priorities evolved for Ihe 10-year deve¬ 
lopment. 

Salient Features of the People’s 
Plaa-11: The significant features of the 
People’s Plan II (in comparison to the 
fifth five-year Plan) are: 

First, the economy becomes relatively 
less rapidly industrialised while modernis¬ 
ing faster in terms of social services, 
public utilities, housing standards and 
agrarian economiq conditions. Second, 
industrialisation is relatively more small- 
industry-oriented and consequently more 
capable of dispersal and positive interac¬ 


tion with the rural environment. Third, 
there are small but distinct gains in terms 
of slower population growth, faster econo¬ 
mic growth and a faster rise of per capita 
incomes. Fourth, the state sector becomes 
increasingly involved with provision of 
services and public utilities and has relati¬ 
vely less to do with industrial growth. 
Fifth, transport and construction receive 
greater emphasis, while the emphasis on 
power generation is reduced. Sixth, the 
process of growth becomes somewhat 
more consumption-oriented and somewhat 
less capital-accummulation-oriented. The 
major gains in consumption are, however, 
in terms of basic necessities and social 
welfare services. Finally, because of the 
labour intensive nature of the growth 
process, generation of more employment 
opportunities is rendered possible, when 
compared to the official variant. Each of 
these features testify to a better balance 
between growth and social justice require¬ 
ments in the People’s Plan perspective. In 
conclusion the strategy and approach 
suggested by People’s Plan-11 will generate 
and sustain that kind of economic deve¬ 
lopment which will help in raising the 
real standard of living of the more of 
Indian people. 


ii 

K.D. Malaviya writes to Charan Singh 


Dear Chaudiiary Sahib - As this involves 
public matters of great implications, I take 
the liberty of writing to you openly on 
your reported views which you have ex¬ 
pressed as preface in your latest book on 
“India’s Economic Problems.” You have 
called for Gandhian solution to the 
country’s economic problems and blamed 
Jawaharlal Nehru for giving up “Gandhiji’s 
ideas etc etc.” I regret to note that you 
have brought Gandhiji’s name in the solu¬ 
tion of India’s most baffling problems of 
economic betterment. If Gandhiji had 
lived today to see your comments, 1 am 
sure he would have laughed at it because 
in the fastly changing conditions of the 
world Gandhiji would never have imposed 
his views which could at best be described 
as experiments with truth. I am sure he 
would not have hesitated to change his 
experiments the moment he had seen the 
magnitude and depth of the problems that 
we faced in our socio-economic eman- 
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cipation immediately after attaining free¬ 
dom and under new situation. 

We need not try to make matters 
emotional by mentioning Gandhiji’s name 
for solution of problems where only deep 
and objective understanding is needed, 
first to identify the problems and then to 
find solutions for them. In spite of the 
fact that Gandhiji was all in all an inspira¬ 
tion for me and in spite of the fact that on 
his behest 1 started my political career at 
the age of 19 and went to jail 1] times 
under his inspiration and also that of 
Jawaharlal Nehru, I cannot say today that 
Gandhi or Nehru had really identified all 
our social and economic problems correct¬ 
ly. It has further to be noted that Gnndtyji 
had never laid down any theory for find¬ 
ing solutions to our future problems. We 
are today so much involved in a world 
system that it is not only agriculture or 
industry that have to be considered in their 
proper perspective but other matters like 
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the new culture, demands of the new 
society and in this background I can un¬ 
hesitatingly say that Jawaharlal Nehru had 
developed far more perspective vision to 
read the future than any one of the present 
or past leaders. He also told us how to look 
more objectively to matters and watch 
what others were doing to solve problems 
like ours. 

a sound base 

Time alone will prove, my dear 
friend, that our national democracy will 
have to undergo many more evolutionary 
if not one or two revolutionary changes 
before we can find solutions of many of 
our pressing problems. Our Congress 
party is bound to reorganise and stream¬ 
line its functioning soon. We will survive 
because we have a sound base of politico- 
economic functioning. The Indian National 
Congress of which you were also a member 
till quite late, held a seminar at Ooty in . 
the first week of June 1959 in which they 
accepted the view that “the cooperative 
and public enterprise sector will increase 
steadily" and that “the public sector, the 
large scale private sector, the small scale 
industry and cottage industry should ail 
function as integral part of the national 
economy inspired by the common ideal of 
promoting social objective." The govern¬ 
ments since then have been moved by the 
spirit of the recommendations of that 
seminar and laid emphasis on the follow¬ 
ing items for immediate implementation 
other than agriculture: 

1. Free and compulsory education up 
to the age of 11. 

2. In the case of children with merit 
free education at the secondary and post 
secondary stage. 

3. Free medical check up of all children 
in schools and institutions. 

4. Free mid-day meal to all children in 
primary schools and the care of the handi¬ 
capped children. 

They made several other urgent recom¬ 
mendations which were essential for rapid' 
development of our society. I say all thi.V 
to emphasise my view-point that the 
emphasis on agriculture alone cannot find 
solutions of all our problems and thatif 
you do so at the cost of industrial deve^ 
lopmeni and educational reform you ^vill 
be utterly playing in the hands of vested 
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interests of capitalist countries and our 
freedom will be in real danger because of 
economic dependence on others. 

Let me now return briefly to your great 
emphasis on agriculture over industry, I 
felt very sad to read your view on modern 
industries and felt how miserably you 
ignored the great potential applicability of 
major industries to India in the changing 
world and its role for our agriculture. 1 
find it difficult unfortunately to enter into 
any dialogue with you because of your 
completely ignoring the basic fact that 
modern agriculture depends wholly on 
major industries and that a country with 
such a rapidly increasing population can¬ 
not now think of unit village sufficiency 
in the whirlwind of changes and addition 
to our social and economic problems. 
Eighty per cent of our population is still 
living in the rural areas far away from 
common amenities of life. They live and 
die and produce children in the dirty 
environment where even lower animals and 
man get dangerously infected by fatal 
diseases; and still people talk isolaledly of 
agriculture and forget the total aspect of 
our approach. 1 his almost is a pre-historic 
mentality. 

intftrdepandtnce 

Planning for agriculture, as we know, in¬ 
cludes planning for industry, transport and 
communication. Without communication, 
without electricity, without transport, rural 
India will remain pitifully backward, 
poverty stricken and disease prone. If you 
want to ignore industrialisation and forget 
planning for big industries, you will have 
to import machineries which will neces¬ 
sarily be needed for agriculture—tractors, 
pumping sets, railway wagons, engines, 
hydroelectric power equipments, genera¬ 
tors, transformers, artificial fibres, poly¬ 
thene tubes, drinking water machineries, 
sterilisers, disinfectants, fertilisers and what 
not. 

The total outlay of our Plans is, 
according to my calculation, 70 per cent 
linked with development of agriculture. 
How can agriculture improve without these 
products which are the direct products of 
an industrial culture which takes its own 
time to develop. Thanks to Jawaharlal 
Nehru we have entered into that age of 
industrialisation in the country where with 


determined care and stern steps we ean 
make our industrial age in tune with our 
ancient tradition of simple life and great 
prosperity. But do not forget that this 
soft blending of modem industrial culture 
and age long inheritance of our simplicity 
will be easy to do. You will have to get 
rid of our parochial attitude on life and 
be ready to part with some of our 
fallacious premises brought down from 
decades in an environment of colonial 
ignorance and perpetuated whims. We 
cannot afford now to be fanatically narrow¬ 
minded and stick to a rigid framework of 
mind which can make us blind. No, we 
must be ready to give up our old notions, 
be more scientific and truthful in dealing 
with our new experiments and feel sorry 
for the mistakes that we might discover in 
this process. 

Nehru’s role 

You have deliberately criticised Nehru 
and socialism, public sector and plan¬ 
ning. 1 can only feel sorry for your 
backward thinking. But your reference 
to Gandhiji's etlorts to build India from 
bottom upwards and making the village 
the centre of development for the uplift of 
the poorest and the weakest appear to me 
as misfit in your thesis. How did Nehru 
go the reverse of this? Was not great 
emphasis laid on small as well as major 
irrigation schemes? Were not dams built 
in the early stage of freedom ? Were not 
efforts made to produce and improve seed 
for our agriculture and were not serious 
efforts made for land reforms which even 
today remain totally incomplete because of 
the reactionary bungling and dishonest 
attitude of those who should have listened 
and accepted the advice of Nehru and 
Gandhiji? You talk of agricultural deve¬ 
lopment without depending on other deve¬ 
lopment schemes. To me it carries no 
sense and wc can never agree and T hope a 
majority of your colleagues in your 
government will also not agree with you. 
You stand aloof in your effort to make 
agriculture a completely separate plateau 
without any support from below of 
industry and other developmental pro¬ 
grammes. It is impossible and sooner you 
get rid of this notion the better it is. If 
your government by any chance will accept 
your view as reported in the papers on the 
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isolated emphasis on agriculture and if you 
arc going to say goodbye to perspective 
planning for integrated development, then 
1 am sure you will throw our country into 
a cauldron of destruction. You will destroy 
the aspirations of millions of young men 
and women who are not going to listen to 
outmoded concepts. 

futile thinking 

The charkha and the spinning wheel 
was good for a time and for political 
purposes; it fit in well with the philosophy 
of village sufficiency. But this concept 
of village sufficiency is gone and is 
dead in the context of rising population, 
expanding desires and shortening of the 
world distances. Where knowledge has 
come nearer lo India, where technologies 
are engulfing the whole country, where the 
youth has seen the day of tomorrow along 
with its prosperous prospects, it is futile 
to talk of theories based on villages as 
economic units. Food, clothing and hous¬ 
ing for the nation will be available only 
when we build our country with the assis¬ 
tance of modern knowledge which gives us 
one lesson and this is essentiality of amal¬ 
gam between industry and agriculture. 
Every industry that develops in India has 
very direct approach to agriculture. 

Village and cottage industries have their 
own rightful place in the country like ours. 
They have to be attended to. But in spite 
of the fact that they were attended to in 
the last decades when almost all present 
leaders of the Janata Morcha Party had 
something to do with it, no appreciable 
progress was made. The concept of agro¬ 
industrial centres, building up of cottage 
industry towns, all have come and gone. 
While recognising their due place in our 
picture of development, wc cannot lay 
over-emphasis on it, because even small 
industries have to depend upon major raw 
materials which must be produced in India 
and cannot be imported from abroad. 
Small scale industries will succeed only in 
a healthy socio-economic background. I 
can make a safe prediction that if socialist 
planning is not given a gobye, if the policy 
of the past government for industrial 
growth and perspective planning is follow¬ 
ed with all its increasing implications, then 
India will not only become self-sufficient 
in food and clothing, but it can export its 
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food and textiles also. But in this, 'nvolve- 
ment of major industries is a must. * 

We have almost reached an impossible 
situation In our land reforms. But legis¬ 
lative reform of owning land by the 
peasantry alone has not much of a rele¬ 
vance left now unless we look at the whole 
question of agricultural production in 
a scientific manner and as one total. So 
please revise your notions about delinking 
agriculture from major industries or trying 
to separate them en bloc. The one is 
wholly dependent on the other and there¬ 
fore inseparable. Politicians must not 
talk of drawing lines between them unless 
they are wholly cut off from fastly chang¬ 
ing situation and India's total involvement 
in the world forum of social and economic 


activities. On the one hand 1 hope that 
your government will lay greater emphasis 
on more rapid production and distribution 
under controlled conditions and on the 
other hand those who think like you on 
agriculture will revise their opinion if you 
want to make any headway in building a 
party. But where is the party without a 
programme and where is the programme 
of your party? I will be eagerly looking for 
it in the days to come. 

Yours sincerely, 

(K.D. Malaviya) 

Ch. Charan Singh 
Minister of Home Affairs, 

Government of India, 

New Delhi. 


without work for three to four months in 
a year and can very well utilise this time 
in some other productive work, which 
could supplement his income. As a 
subsidiary industry > Khadi spinning is par 
excellence. Ft is the easiest and the 
cheapest home industry, which can be 
carried on in our villages. It requires very 
little capital. It can easily be learnt and 
requires no special skills or training what¬ 
soever. It has been demonstrated that by 
spinning alone a man can earn three to 
four annas per day. Although this amount 
is small, it is quite significant in relation 
to the present exceedingly low level of 
our people’s income. 

subsidiary occupation 


m 

Eastern Economist on "Khadi Economy" 

—June 28, 1946 


Among all that India owes to Gandhiji, 
his conception of -Khadi Economy' 
stands out prominently. Under him has 
grown in India, a school of economic 
thought which preaches the Khadi cult. 
Although the practice of spinning on the 
Charkha never ceased in India, it was for 
Gandhiji to re-discover its pontentialities 
and revive this ancient occupation, it is 
mainly owing to his faith and efforts that 
the Charkha today is the symbol of 
Indian political and economic emancipa¬ 
tion. Apart from its political and spiritual 
significance, Khadi, according to Gandhiji, 
is the core of Indian Economics, In his 
book -Economy of Khadi’, Gandhiji 
writes, “The study of Indian Economics 
is the study of the spinning wheel". With 
this statement as a foundation, pro¬ 
tagonists of Khaddar have attempted to 
build a system of Economics which -is 
popularly known as -Gandhian Econo¬ 
mics’. Opinions differ on the effectiveness 
of the ‘Gandhian Economics’, but an eva¬ 
luation of its merits and demerits is not a 
part of this study. At present, we propose 
to confine ourselves to a critical examina¬ 
tion of the fundamental principles of 
Khadi Economy. 

The political and economic arguments 
advanced in favour of handicrafts produc¬ 


tion may be summarised as under. The 
elimination of the Charkha marked the 
period of economic bondage in India. 
Although India ranks as one of the 
biggest cotton producing countries, it is an 
irony of fate that she docs not manu¬ 
facture enough cloth to clad her people. 
To ship raw cotton abroad and get manu¬ 
factured piece-goods at compara¬ 
tively^ high price is a bad bargain. 
Dependence on foreign countries for 
clothing is one of the weakest parts of 
Indian economy. Khadi claims to 
strengthen this weak spot and make us 
self-sufficient for our clothes. If we take 
to Khadi, drain of a substantial wealth 
to foreign countries as payment for textile 
piece-goods can be stopped. And what is 
more remarkable, the millions of rupees 
thus saved can be distributed among the 
poor people of the country and also pro¬ 
vide gainful employment to millions of 
unemployed and under-employed people. 

Thus Khadi claims to cure India’s chief 
economic ills. ^As a specific remedy for 
poverty—the crux of the Indian problem 
—Khadi is said to have remarkable 
potency. India is a land of agriculturists. 
The income derived from the land by the 
peasant is insufficient to maintain himself 
and his family. Generally the peasant is 


While admitting that as a subsidiary 
occupation Khadi spinning among other 
cottage industries has a place in the back¬ 
ward economic conditions of the country, 
it is desirable that its exact place in the 
national economy should be properly 
apprised. Can Khadi be a sound long¬ 
term economic policy for the nation? 
What is its place in India's planned 
economic reconstruction ? Is it possible to 
depend on Khadi alone and discard mill 
cloth entirely? What part of the nation’s 
resources should be devoted to Khadi 
production? Clarification of these issues 
is necessary because Khadi has been the 
creed of the leading political party which 
will have a decisive voice in framing our 
provincial and national economic policies. 
And in the first flush of power, there is a 
danger of being swept away by ancient 
sentimentalities in evolving and imple¬ 
menting economic policies. 

Suppose India embraces Khadi econo¬ 
my. It plans to produce 800 crore square 
yards of cloth oil the basis of 20 square 
yards per capita consumption. Assume 
that a Khadi worker works for eight hours 
a day and for 300 days in a year. How 
much labour will be required for different 
processes of Khadi production? Let us 
take spinning first. On the assumption 
that one worker spins about 2,400 yards 
of yarn of 16 counts and 3,000 yards of 
yarn are required to prepare one square 
yard of cloth, about !•£ men or one man 
will take about 10 hours for spinning 
yarn sufficient to manufacture one Sqnhre 
yard of cloth only. In all about 3,30 crore 
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of workers will be necessary to spin yarn, 
which will make 800 crores square yards 
of,oloth. Again on the basis that a worker 
winds, warps and weaves 2% yards of 
cloth in eight hours per day, about 1.06 
crores men will be required to manu¬ 
facture 800 crores yards of cloth. Ginning 
usually takes about five per cent of the 
spinning time and so will engage 0.16crore 
workers. Carding, etc. would take about 
I2-J-per cent of the labour required for 
spinning and will employ about 0.42 crore 
workers. Thus the total number of men 
required for only manufacturing processes 
of Khadi will be 4.91 crores or about 
five crores roughly. But manufacturing is 
not the only process in Khadi production. 

labour involved 

A large number of workmen will be 
required for growing and collecting raw 
material, and preparing implements and 
accessories for Khadi production. Each 
worker will need at least one Chctrkha 
and therefore, 330 lakhs of Char! has will 
be required. Of these at least 100 lakhs of 
Chark has will be renewed annually. On 
the basis that one man can prepare 100 
Charkhas a year, M) lakhs of carpenters 
will be required. About 30 lakhs of 
workmen will make five lakhs of looms, 
which will be required for Khadi produc¬ 
tion. On the assumption that one lb of 
cotton gives 3£ yds. of cloth,. about 
55 lakhs of bales of 400 lbs each will be 
required. If we take into account the 
labour required for producing, collecting 
and transporting this huge quantity of 
cotton, 'and for making ginning imple¬ 
ments and accessories we can safely 
estimate that at least seven crore workers, 
representing 18 per cent of the total popu¬ 
lation will be employed in Khadi produc¬ 
tion. 

But in order to have a more precise 
idea of the impact of Khadi production 
on the total labour force of the country, 
we shall take into account only the effec¬ 
tive part of the population. Complete 
statistics giving the exact number of 
labouring population in India are not 
availably. Generally speaking 40 per cent 
of the population is considered to be 
effective. Application of thp formula to 


India needs to be qualified in view of the 
low vitality of the people and the com¬ 
paratively young age from which man 
begins to earn bread in our villages. But 
accepting it as a broad basis, we may 
roughly take J6 crores as the working 
population of India. According to our 
calculations, seven crore workers who will 
be required for Khadi production will re¬ 
present 43.7 per centof the labouring popu¬ 
lation. That is to say, a substantial part of 
the nation's man resources will be absorbed 
in only providing for the elementary need 
of clothing. With the remaining nine crores, 
India will have to grow food, build 
houses, exploit mines, run transport, 
govern, police and protect the country, 
and provide health and educational faci¬ 
lities etc. According to 1931 census agri¬ 
culture alone and exploitation of animals 
and vegetation absorbs more than 11 crores 
out of a total working population of 
approximately 16 crores. Thus the pro¬ 
duction of cloth and food absorb between 
themselves the entire working population. 
There will be no houses, no-electricity, 
no paper, no glass, no books, no educa¬ 
tion, and nothing of the millions of goods 
and services that are necessary for civilized 
existence. In fact, the success of Khadi i. 
in its partial achievement. As subsidiary 
industry for seasonal occupation such as 
agriculture, the Charkha certainly has a 
place among the cottage industries, bqt as 


an economic policy for the nation it spells 
pauperism. 

Then there is the stock criticism against 
Khaddar that it is costly, less durable, and 
does not satisfy the aesthetic taste of the 
people. Compared with Indian mill made 
cloth, Khadi loses its ground. At pre-war 
rates average Khadi was 2$ times more 
expensive than mill cloth, while superior 
Khadi would cost even more than three 
times. The strength of Khaddar has yet 
not been measured accurately, but certain¬ 
ly it is much less than mill made cloth. 
It is estimated tlsat the effective strength 
of Khadi is only 60 to 70 per cent 
of that of ordinary mill made cloth. It 
has been computed that the cost of 
manufacturing one ib. of cotton into 
calico in a mill is 8.5 annas, while that of 
converting it into Khadi is 30 annas. 
This however, is to state ihe case on 
a severely economic plane. If the 
community accepts the system with open 
eyes and is prepared to bear the cost of 
its adoption, higher costs of production 
and denial of other good things of life, 
we cannot commend its wisdom. It woulJ 
be a wanton waste of human and material 
resources. Charkha and Khadi, as supple¬ 
ment to other forms of production -YES 
under certain conditions. But as complete 
substitute for them -they cannot be 
recommended. 


Notice under Section 9 of the Indian Iron & Steel Company 
(Acquisition of Shares) Act 1976. 

Claimants for compensation in respect of shares both Pre- 
fcrcncc/Equity held in the Indian Iron & Steel Co. Ltd. are 
required to file at the office of the Commissioner of Payments 
(USCO Shares) No. 234/4, Acharya J.C. Bose Road, Calcutta-20 
proof of their claim under Section 9 of the Indian Iron & Steel 
Company (Acquisition of shares) Act, 1976 within 14 days from 
the date of publication of this Notification. Claimants failing 
to tile the proof of claim by the above date shall be excluded 
from the disbursement to be made by the Commissioner of 
Payments (USCO Shares). 

While filing the proof of claim, the claimants shall quote the 
date of this notification indicating their names and addresses in 
full. 
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Jobless : a menace to 


E. B. Brook 


western society 


If two-thirds of the world population begin to develop and want to buy , 
there is going to be enough trade for everybody. This argument is gaining 
ground in Europe as its workless people continue to increase . It is 
asserted that if the developing countries achieve an economic growth rate 
of five per cent per annum it will Increase west European exports by 
nearly 20 per cent within a decade . 


Moke than formulae for international 
commerce that may emerge from the north- 
south dialogue in Paris promise of a more 
equable deal between the industrially deve¬ 
loped one-third and the less industrially 
developed two-thirds appears to be emerg¬ 
ing from the increasingly dire necessities 
of the fully industrialized countries. If 
the London summit showed up anything 
more clearly than all else it was that the 
USA, Britain and the rest of western 
Europe are afraid of their unemployed. 


is a social menace. Unrelieved and allow¬ 
ed to grow even more immense, this body 
of workless people could force a change 
in the western social system. It is prospect 
of this change that makes western poli¬ 
ticians nervous and ready to look for eco¬ 
nomic avenues of relief that could be of 
immense benefit and relief to the industry 
and commerce of Asia and Africa. 

The argument emerging is very unfami¬ 
liar. Hitherto and still prevailing is the 
argument that trade opportunities for the 


WINDOW 

ON 

THE WORLD 


Mr Callaghan said so almost openly when 
he referred to the high level of workless- 
ncss among the youth of western Europe. 
Jn a few weeks' time, when another school 
and university term ends, about half a mil¬ 
lion more young people will be thrown on 
west Europe's labour market with almost 
no hope of finding a chance to learn a 
trade or earn money. From school to 
unemployment relief will be the lot of 
many young people eager to make their 
way, from the so-called ‘iron curtain' 
westwards. 

The western statesmen are right 
in thinking this huge number of 
workless young people, reinforced by a 
few million older men also unemployed, 


industrially developing states may be 
encouraged but not allowed to interfere 
dangerously with the industrial output of 
western countries. Behind that attitude 
lies the furore over textiles. It is an atti¬ 
tude that will die hard among both em¬ 
ployers and employed in west Europe. But 
they are beginning to argue that Asia and, 
to a lesser extent, Africa, could be a vast 
market for west European and American 
goods if only it was able to exercise more 
purchasing power. Some recent govern¬ 
ment speeches in Britain have expressed 
this point of view. ‘If two-thirds of the 
world’s population begin to develop and 
want to buy,’ said the British minister for 
pverseas Development, ‘there is going to 


be enough trade for everybody'—and, if 
enough trade, considerably less unemploy¬ 
ment. 

It is argued that if industrially develop¬ 
ing countries were able to achieve an eco¬ 
nomic growth rate of even five per cent it 
would give opportunity for an increase of 
nearly 20 per cent to exports from western 
Europe within a decade. 

n 

stimulating purchasing power 

The British are not (he only ones speak¬ 
ing in this new tone. A similar argument 
has been put forward in Brussels. The 
European Community Commissioner for 
Development, Mr Claude Cheysson, is 
particularly concerned that the purchasing 
power of industrially developing countries 
should be sustained with sufficient loans 
and, above all. with credits. He declared 
recently that very large sums were needed, 
many billions of dollars, to stimulate the 
purchasing power of industrially develop¬ 
ing countries in the interest of the west 
European countries and, especially, of the 
nine members of the European Community. 
He argued that it would be a fact of signi¬ 
ficant advantage to west Europe and the 
USA that the industrially developing 
countries had heen obliged to run up huge 
debts in recent years. If these countries 
had, as do a few western countries, tried to 
cut back on imports to help correct their 
balance of payments deficits the effect on 
the European Community countries could 
have been some three million more un¬ 
employed than they have even now. 

The economic summit in London early 
this month uttered more quietly and 
guardedly similar sentiments. It spoke of 
world economy as a whole and of the 
inter-relationship between all states in 
economic and financial issues. The world 
economy could only grow, the summit 
communique said, on a sustained and 
equitable basis if industrially developing 
countries shared in that growths Growth 
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overall would benefit both the old indus¬ 
trial states and the new ones. 

Somewhat unwontedly noble and reason¬ 
able sentiments from those who have been 
resisting obstinately the new industrial 
states; idea of buffer stocks of essential 
industrial commodities to help preserve 
reasonable purchasing prices! It will 
still take a good deal of calculation 
to persuade western countries, even 
though they fear social unrest from 
their unemployment, that by helping to 
finance the new industrial countries' deve¬ 
lopment they will be helping themselves. 
The argument contradicts loo openly the 
conventional idea that the safest policy is 
to be strong oneself and that credits to 
newcomers in the world of industry and 
commerce should be very guarded. 

Among the voices heard stressing the 
new argument has been that of the Indian 
ambassador to the European Community, 
Dr K.B. Lall, who argues that an increase 
of spending of one billion dollars in India 
could reduce unemployment in Britain 
alone by about one-half per cent. Last 
month the Commonwealth Secretary- 
General, Mr RamphaJ, presented the 
case for world cooperation in trade 
and in reducing worklessness to the 
joint economic committee of the 
United States Congress. He was able to 
show that exports of manufactured goods 
from the industrial countries to the 


new industrial countries were not only 
substantial but increasing. In 1975 as 
much as 84 per cent of imports of manu¬ 
factured goods by industrially developing 
countries came from the fully industrialised 
states; from north America 32.3 per cent 
of exports of manufactured goods went to 
industrially developing countries, from the 
European Community 19.8 per cent and 
from Japan as much 42.6 per cent. 

In this trade between the fully developed 
and the developing states the latter have 
three-quarters of the population but only 
one-fifth of the income. If the purchasing 
power of the developing countries were 
greatly expanded, preferably by credits, 
world trade, and therefore world employ¬ 
ment, would greatly expand. 

The Commonwealth secretariat paper 
presented in Washington analyses the trade 
figures and suggests that, with the excep¬ 
tion of textiles for the present, if the 
industrially developing countries were able 
to increase their exports of manufactured 
goods by half straight away—an increase 
of a speed quite impossible in industrial 
practice—it would still amount to only 
four per cent of the current level of total 
impoils of manufactured goods by the 
fully industrialised countries. 

Another, the significant, consideration 
is that the new industrial states spend their 
export earnings largely and almost at once 
on goods produced by the western indus¬ 


trialised countries. There would therefore 
be a two-way expansion of trade to the 
benefit of both sides. Trade restrictions 
in the west which stop Asia and Africa 
from selling their products in the western 
industrial countries help to destroy jobs in 
both the industrially developing and develo¬ 
ped countries. It remains to be seen at Paris 
how deeply the new thought has penetrated 
the effective politics of the western states. 

The prospects for the north-south dia¬ 
logue are that anything like a united 
front by the seven richest industrial powers 
in discussions with the developing states is 
improbable. It had been hoped that the 
leaders at the London summit would at 
least have reached some agreement on a 
common fund to help commodity pro¬ 
ducers, either by supporting prices or by 
stabilising earnings. All that appears 
finally to have emerged from London was 
a limited agreement in principle on a fund 
which will be set up only as and when in¬ 
dividual commodity agreements are nego¬ 
tiated. The limited approach would do 
nothing significant to bring the talks in 
Paris and within UNCTAD to any sort of 
conclusion. This much is certain—that an 
uncertain and concerned western world is 
likely to be considerably more amenable to 
progressive solutions than one sitting 
tightly on social security. If worklessness 
grows there will not be overmuch security 
to sit tight on. 


Integrated rural development in Asia 

Hardnv Singh 


The United Nations Economic and Social Commission for Asia and the 
Pacific has many programmes for rural uplift. The author details the 
decisions taken on many of them at the recent session of the commission 
held at Bangkok. _ 


Integrated rural development emerged 
as the central theme at the recent session 
of the United Nations Economic and 
Social Commission for’Asia and the Pacific 
(ESCAP) held at Bangkok. A plan of 
action on rural development to promote 
greater economic and technical coopera* 
tion between developing countries high* 
lighted the session, nearly 415 million 
people, or three-fourths of the world’s 
poor, live in the ESjpAP region in abject 
poverty, of which about 355 million are 
j rathe rural ereas. 



The concept of “integrated rural deve¬ 
lopment" is based on two facets. In 
the first instance, projects are integrated 
in the sense that all the rural people of 
an area, and not just the elite, participate 
in and benefit from them. Second, the 
activities of all the Uoited Nations agen¬ 
cies concerned with rural development in 
Asia and the Pacific can be co-ordinated 
under ESCAP. The principle underlying 
the ESCAP programme of work is that 
while responsibility for rural development 
rests essentially with national governments, 


external agencies can provide valuable 
assistance in specific areas. 

The main aim of the proposed pro¬ 
gramme is to provide experts and infor¬ 
mation to help national governments on 
specific project. These experts can help 
devise techniques or models for integrated 
rural development. In planning these 
activities, due account is taken of the fact 
that there is no single model or technique 
for successful rural development. The 
ESCAP, however, proposes to support 
governments in their experiments with 
projects that promote it. 

As a part of its effort to tackle the pro¬ 
blems of rural development the ESCAP 
secretariat has already made village, level 
case studies on the interaction between 
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small farmers and institutions designed to 
promote development among the rural 
poor. In addition, ESCAP has recently 
devoted substantial resources to promote 
a sharing of technical skills by developing 
members. This programme of Technical 
Cooperation among Developing Coun¬ 
tries (TCDC) is being encouraged by all 
United Nations agencies and organiza- 
• tions. The Commission has asked each 
member government to create a TCDC 
“focal point”—a particular government 
department or section—to help organize 
and administer regional projects involving 
technical cooperation. 

The experts at the Bangkok meet believ¬ 
ed that it was possible to improve the 
functioning of rural institutions such as 
credit, marketing and extension services 
which more often served rich farmers by 
reorienting them for service to the poor 
and the small farmers and strengthening 
rural institutions concerned with village 
government, farmers’ organizations and 
rural employment. 

regional centres 

Among the activities relating to rural 
development, high priority was given to 
agricultural development. For instance, 
the need to improve production of coarse 
grains and pulses was taken up at the 
first committee meeting. It was observed 
that at present very little agricultural 
research was being done on coarse grains 
such as maize and sorghum, and on pulses 
like peas and beans under the national 
research systems in ESCAP member coun¬ 
tries. A regional research centre, the ex¬ 
perts agreed, would provide the kind of 
information and assistance needed to help 
national efforts at boosting production and 
use of these crops. 

It is not the intention of ESCAP to 
develop elaborate facilities for training of 
scientists at the regional research centre. It 
would only assist the countries in getting 
their scientists trained at suitable insti¬ 
tutions both within and outside the region. 
No site has yet been recommended for the 
centre, though the Bangkok meeting 
agreed that it should be located near a 
national research institute or an agricul¬ 
tural university in the host country. 

ESCAP also received a report on the 
progress made at creating a regional centie 


for agricultural machinery. Preparations 
for the centre at Los. Banos, in Philip*, 
pines, are nearly complete, and it is hoped 
that it will be operating later this year. 
The centre, which will have a small 
nucleus of experts headed by a project 
manager, will be used to supplement and 
co-ordinate national efforts to design, 
develop and manufacture simple farm 
machinery for small farmers. 

The Commission also considered a pro¬ 
gress report on a regional centre for trans¬ 
fer of technology, being set up at Banga¬ 
lore. At its 1975 session, the Commission 
had decided to establish such a centre, 
and an inter-governmental meeting was 
held in Bangkok in February this year to 
prepare a report on it. The centre will 
function as a clearing-house for exchange 
of information on technology and the 
machinery which would enable the coun¬ 
tries in the ESCAP region to promote their 
own development. It will also help identi¬ 
fy and select technology appropriate to 
national needs and assist in the acquisi¬ 
tion of such technology by providing 
engineering, design and consultancy ser¬ 
vices. The government of India has offer¬ 
ed a 45-acre site for the centre. 

The other activities planned by ESCAP 
include stimulating a widespread and 
effective use of bio-gas technology, with 
emphasis on supporting national extension 
programmes, including establishment of 
demonstration plants. A workshop on 
bio-gas originally planned for Suva, Fiji, 
in November 1976, will now be held in 
June—July 1977. Its scope will be broa- 
dended to include other components in 


rural energy development appropriate to 
the Pacific island countries. The Suva 
workshop will follow two others already 
held, one in India and the other in the 
Philippines. 

The long-term programme involving the 
training of experts to help in the planning 
and development of energy resources has 
been delayed until at least 1978 due to 
delay in funding. Tn the past two years, 
however, several expert group meetings 
under ESCAP auspices have been held to 
examine various processes under which 
the sun and wind could be used as energy 
sources. A roving seminar on rural energy 
development has been planned as a follow¬ 
up to these meetings. The Netherlands 
government has offered funds for the 
seminar which may begin later this year. 

There are four regional training and 
research institutes assisting rural develop¬ 
ment which operate under ESCAP aus¬ 
pices. They are the Asian Development 
Institute (ADI) in Bangkok; the Asian 
Statistical Institute (ASI), in Tokyo; the 
Asian Centre for Development Adminis¬ 
tration (ACDA), in . Kuala Lumpur; and 
the Asian Centre for Training and 
Research in Social Welfare and Develop¬ 
ment (ACTRSWD), in Manila. At this 
year's session, the Commission took up a 
proposal regarding the establishment of a 
single inter-governmental governing 
council for these institutes. The council 
will be responsible for giving general 
policy guidelines and making policy, deci¬ 
sions for the institutes and help raise 
funds. It will also review and approve 
their priorities and work programmes. 
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Mr K. Santhanam has 

sounded the alarm against the possibility 
of central ministers or other Janata party- 
men abusing their official or political posi¬ 
tion for collecting election funds from the 
business community. The immediate reac¬ 
tion of Janata party leaders has been to 
deny that any of them has given cause 
for the disquiet experienced by Mr 
Santhanam. But the very fact that the 
party chairman, Mr Chandrashekhar, has 
found it necessary to issue a public appeal 
to would-be donors not to give money to 
unauthorised fund-collectors but to send 
their donations to the official account of 
the party shows that mischief was brewing. 
I, for one, admire Mr Santhanam’s 
crusade against corruption in government 
or politics. Only, I would suggest that it 
is not politicians alone who are apt to be 
corrupted by business money. There are also 
many other walks of life which need to be 
kept clean since the earnings, legitimate 
or illegitimate, of business firms are often 
spent equally illegitimately on people 
other than politicians. 

Meanwhile, 1 do not find much virtue 
in the prime minister’s assurance that he 
was prepared to make enquiries and take 
action, if any is warranted, provided 
specific cases of improper fund-collecting 
by Janata ministers or other Janata leaders 
are brought to his notice. People who 
may have first-hand knowledge of these 
transactions do not normally have any 
interest in bringing them out into the 
open nor are they in a position to do so. 
Those who have reason to suspect that 
money has passed or is passing improperly 
generally do not have concrete proof in 
their possession. It is almost always a case 
of “my word against yours”. Mr 
Santhanam must have heard reports, or 


else he would not have spoken publicly as 
he did. There is much talk in New Delhi 
and elsewhere that, whereas the Congress 
fund-collectors were accepting cheques 
for 80 per cent of the money and insisting 
on cash only for the balance, the Janata 
party fund-collectors find that they have 
to insist on being paid fully in cash since 
the party has formally disapproved of big 
donations from businessmen. I suppose 
that much of this gossip is only that and 
no more. Still the Janata affirmations of 
virtue cannot be accepted at their face 
value. I am prepared to believe Mr Mohan 
Dharia when he says that he has not 
strayed and would never stray into the 
path trodden so gaily by his Congress 
predecessors in the ministry of Commerce. 
But I wonder whether there are not at 
least two or three ministers in the present 
central government who would not 
hesitate to make equally firm assertions 
of innocence. 

The Janata party made 

a tactical blunder when it chose MrC.B. 
Gupta as its treasurer. Mr Gupta, after 
all, was a very great fund-collector for the 
undivided Congress and was subsequently 
still a considerable fund-collector for the 
organisation Congress. It was certainly 
not as if he was collecting all that money 
from four-anna members of the parly. In 
the south, Kamaraj was also a successful 
fund-collector and it is hard to believe 
that all the training his disciples should 
have got from him is suddenly being 
allowed to go to waste. In the long history 
of the Congress parly in its years of 
glory, the name of Mr S.K. Patil bore a 
weight which was directly proportionate 
to his prowess as a bigfund-collcclor from 
business. In the short history of the 
Congress in its decadant days, the names 


of Mr K.K. Shah, Mr Uma Shankar 
Dixit, L.N. Mishra, Mr B.R. Bhagat, 
Mr Dinesh Singh, Prof D.P. Chatto- 
padhyaya and Mr P.C. Sethi were cons¬ 
picuous to a greater or lesser degree as 
ministers who always went to the aid of 
their party. The list is of course not ex¬ 
haustive either of the earlier years of the 
Congress or of its later days. There were 
many many Congressmen who did 
not preach, but did practise the maxim 
that charity began at home—and that the 
party’s coffers came later, sometimes much 
later. 

Having said all this, I 

may perhaps allow that the Janata party 
is, to some extent, a victim of circum¬ 
stances. The elections to state assemblies 
are being held at a time when Mrs 
Gandhi’s war chest is flush with Binds 
from past collections, while the Janata 
party has not had time to organise an open 
way of collecting voluntary donations of 
small amounts from large numbers of the 
public. Let us hope that, by the time 
elections for the other state assemblies are 
due, the prime minister would have been 
able to put into effect at least those pro¬ 
posals of electoral reform which could 
restrict both the need and the scope for 
big expenditure of money on election 
contests. Let us hope even more that 
contacts between Janata ministers and 
businessmen (including business execu¬ 
tives) will be minimally personal or 
private. It is obvious that, especially those 
businessmen who had been too friendly 
with the emergency regime would be 
only too anxious to explore how far their 
money would help in their rehabilitating 
themselves with the new government more 
easily or sooner than it might otherwise be 
the case. 


MOVING 

FINGER 


“Nobody has any doubt but that Mr 
Jayaprakash Narayan was acting from the 
most high-minded motives in asking 
Mrs Nandini Satpathy to withdraw her 
candidature in Orissa in favour of Mrs 
Malati Chaudhari”—S.M. in The Indian 
Express . 


A case of but, 
butter, bust, I 
suppose. 


VIB 
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Strategy for uplifting agriculture 


Sectoral Terms of Trade and Economic Growth in India : M. L. Singh; Sterling 
Publishers Pvt Ltd, New Delhi; Pp 336; Price Rs 65. 

Problems of Working Capital (With special reference to Selected Public Undertakings 
in India) : Ram Kumar Mishra; Somaiya Publications Pvt Ltd; Pp 304; Price Rs 50. 

Development Planning—Lessons from Japanese Model : V.S. Mahajan; Minerva 
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International Labour Standards—A handbook : N. Vaidyanathan; Minerva Associates 
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Co-operation and the Dynamics of Change : Edited by P. Y. Chinchankar and M.V. 
Namjoshi; Somaiya Publications Pvt Ltd, Pp 468; Price Rs 90. 

Rural Labour in India—Problems and Policy Perspectives : Edited by S.M. Pandey; 
ShriRam Centre for Industrial Relations and Human Resources, New Delhi; 
Pp 300; Price Rs 45. 


Dr M. L. Singh in his book Sectoral 
Terms of Trade ami Economic Growth in 
India has made nn attempt at analysing 
the changes in the terms of trade between 
the agricultural and industrial sectors of 
the Indian economy during the period of 
the five-year Plans and the consequences of 
those changes for the Indian economy. 
This book is based on the author's Ph.D. 
thesis submitted to the Ranchi university. 

The analysis reveals that the terms of 
trade between the agricultural and indus¬ 
trial sectors of <he Indian economy have 
since 1964-65 turned sharply in favour of 
the agricultural sector. This disparity in 
the behaviour of agricultural and indus¬ 
trial prices may be attributed to relatively 
lower price elasticity of demand for and 
supply of agricultural commodities vis-a- 
vis industrial products. 

unbalanced growth 

The changes in domestic terms of 
trade witnessed during the Plan period 
suggest that the growth rates of the agri¬ 
cultural and industrial sectors of the 
Indian economy have not been balanced. 
The rising agricultural terms of trade 
since 1964-65 arc suggestive of the fact 
that the growth of the agricultural sector 
has disproportionately lagged behind the 
growth of the industrial sector and demand 
for agricultural commodities. 

The author has shown how since 
1956-57 there has been a substantial trans¬ 
fer of income from the non-agricultural 


Reviewed by Academlcus 

and the government sectors to the agri¬ 
cultural sector via the upward movement 
of agricultural terms of trade. The author 
is of the opinion that the income re¬ 
distribution in the economy has gone so 
adverse to the essential condition for a 
high rate of economic growth that it has 
become essential that there should be a 
net flow of income from the agricultural 
sector to the non-agricultural sector to 
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provide for the rapid development of the 
Indian economy. 

The author has also shown how with 
rising agricultural terms of trade, income 
inequality in rural sector has tended to 
increase. Most of the benefits of rising 
agricultural prices seem to have been 
concentrated in the hands of a very small 
group of big farmers who alone possess 
agricultural marketable surplus. There 
is likely to arise in the rural sector a class 
of kulaks impqjvious to social obligations 
and less amenable to fiscal discipline 
because of limitations of agricultural 
taxation. 

This study has revealed that rising 
agricultural terms of trade, particularly 
since 1964-65, have adversely affected the 


rate of savings of the household sector 
by redistributing income from the non- 
agricultural sector with comparatively high 
propensity to save to the agricultural 
sector with low marginal prosperity to 
save. It is seen that while saving of the 
urban households have been depressed 
considerably since 1956-57 (mainly be¬ 
cause of the rising foodgrains prices), 
there has been no compensatory rise in 
savings of rural households. From this 
the author has inferred that the economy 
can achieve higher rate of saving only 
if the terms of trade do not turn un¬ 
favourable to non-agricultural sector. A 
developing country suffering from a defi¬ 
ciency of capital must see to it that income 
does not flow from a high-saving sector 
to a low-saving sector. 

erosion of purchasing power 

The demand for industrial products has 
also been adversely affected due to erosion 
of purchasing power in the economy 
caused by disproportionate rise in food- 
grains prices. This, according to the author, 
implies a transfer of purchasing power 
from non-food items to food items. This 
has generated a paradoxical situation of 
inflation along with recession in the 
Indian economy. While there is excess 
demand in food sector where prices arc 
continually rising, there is at the same 
time a glut in markets for manufactured 
goods. This is reflected in the increase in 
stocks as proportion of industrial produc¬ 
tion, increasing underutilisation of instal¬ 
led capacities in a number of industrial 
units and declining trends in industrial 
production. According to the author, 
while there has been some, increase in 
demand for industrial products in the 
rural sector following a redistribution of 
income in their favour, this has not ,been 
adequate to offset fall in demand for 
industrial products in the urban sector. 

With rising agricultural terms of trade, 
the rate of investment in the industrial 
sector has been adversely affected which 
is borne out by the declining consents 
for capital issues in Jhe case of non* 
government companies since 1963. Also, 
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due to fall in industrial profits, the 
capacity to invest in industries has been 
reduced. 

On the other hand, it is seen that there 
has not been compensatory rise in capital 
formation and production in the agri¬ 
cultural sector of the Indian economy. 
Non-price factors like climate and absence 
of irrigational facilities seem to be in¬ 
fluencing investment in the agricultural 
sector more than price increases of agri¬ 
cultural commodities. This suggests that 
mere price stimulus is not adequate 
to increase agricultural production. 
Agricultural production in India can be 
stimulated only if price stimulus is 
supplemented by the provision or basic 
facilities in the rural sector. 

Thus the basic conclusion of this study 
is that the rising agricultural terms of 
trade have adversely affected the growth 
of the Indian economy. 

cause of difficulties 

The upward movements in the agri¬ 
cultural terms of trade indicate that the 
planners did not give due importance to 
agricultural development. Industrialisa¬ 
tion was carried on without regard to 
balanced growth of the economy. Thus 
between 1960-61 to 1972-73 while indus¬ 
trial production increased by 96.8 per cent, 
agricultural production moved up only 
by 15.5 per cent. As a consequence the 
supply of agricultural commodities did 
not keep pace with rapidly increasing de¬ 
mand for them resulting in steep increases 
in agricultural prices and more favourable 
agricultural terms of trade vis-a-vis indus¬ 
trial goods. Thus it was the long-term 
strategy which neglected agriculture espe¬ 
cially since the second five-year Plan that 
landed the country into difficulties. 

The remedy is to ensure that agricultural 
production keeps pace with increasing 
demand. If the emphasis is shifted to 
balanced growth of the economy and 
agricultural production is given due impor¬ 
tance, none of the factors such as hoard¬ 
ing propensities of farmers and speculative 
activities of private traders would stand in 
the way of supply of marketable surplus 
of agricultural produce to the urban sector 
at reasonable prices, The government 
would also be relieved of the burden of 
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distributing subsidised foodgrains at rea¬ 
sonable prices. 

Agricultural production is largely a 
matter of techno-organisational factors. 
Price mechanism is not enough to stimu¬ 
late agricultural production. Steps will 
have to be taken to provide irrigational 
facilities and assured supply of various 
agricultural inputs. This alone will induce 
farmers to invest more in agriculture. All 
this will require changes in government 
strategy and a sizeable investment by the 
government in the agricultural sector of 
the Indian economy. 

The thesis put forward by the author is 
not novel, but the author's explanation 
in terms of trade and the factors 
responsible for making agricultural terms 
of trade more favourable vis-a-vis indus¬ 
trial goods puts forward the same thesis 
in a slightly different way. As often stated 
in these columns, the whole trouble started 
with the framing of the second five-year 
Plan with the neglect of agriculture of 
which complacent view was taken at the 
end of the first five-year Plan. While the 
planners soon realised their mistake, 
heavy commitment in the industrial sector 
(especially in heavy industries) during the 
second Plan left hardly any room for 
radical changes in the direction of plan¬ 
ning so that only lip sympathy continued 
to be paid to agriculture. The Janata 
government has been emphasising this 
aspect and has been wanting to adopt the 
strategy advocated by the author in this 
book. It is to be seen if the new govern¬ 
ment can and will do it. 

WORKING CAPITAL 

It is commonly accepted these days 
that the underdeveloped economies can 
develop rapidly only through ‘socialist 
industrialisation'. Whatever one's ideolo¬ 
gical preferences, the public sector has 
now emerged as a fact of economic life 
and will have to be accepted as such. 
From this it follows that if India has to 
make rapid economic progress, the public 
sector enterprises will have to earn suffi¬ 
cient surpluses not only to finance their 
own expansion programmes but also to 
contribute substantially to the growth of 
the economy as a whole. Ram Kumar 
Mishra in his book Problems of Working 
Capital (With special reference to Selected 
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Public Undertakings in India) has made an 
attempt to point out that a very important 
reason for losses or low level of profits 
of public enterprises in India was the 
inefficient utilisation of working capital. 

The study covers six public enterprises, 
namely, Hindustan Steel Limited, Ranchi, 
National Coal Development Corporation 
Limited, Ranchi, the Fertiliser Corporation 
of India Limited, Delhi, Heavy Electri¬ 
cals (India) Limited, Bhopal, National 
Mineral Development Corporation Limi¬ 
ted, Delhi, and Instrumentation Limited, 
Kota. The author selected these enterprises 
because they have a fairly long and com¬ 
plex working cycle and ability to fit in a 
development strategy and growth pattern 
under which a backward economy can 
develop quickly. Also the above under¬ 
takings represented, on an average, about 
55 per cent of the total investment in the 
running concerns of the central govern¬ 
ment between 1963-64 and 1969-70. The 
scope of this study is limited to the years 
1960-61 to 1967-68. It would be instruc¬ 
tive to critically examine the author's 
findings. 

finance and management 

A major hurdle in the way of successful 
working of public sector enterprises is 
that of finance and financial management. 
While public sector enterprises are found 
fault with on grounds of over-investment 
in fixed capital, under-utilisation of capa¬ 
city created, heavy expenditure on provi¬ 
sion of townships and social amenities, 
surplus staff, labour trouble and so on, 
the study has revealed that “the impru¬ 
dent management of working capital had 
been greatly responsible for the losses 
borne by them." 

For purposes of analysis in this book 
working capital may be taken to mean 
“stocks in materials, stores, fuels, semi¬ 
finished goods and by-products, cash- 
in-hand and bank and the atgebraic sum 
of sundry creditors as represented by 
(a) outstanding factor payments, e.g. 
rent, wages, interest and dividend; (b) 
purchase of goods and services, (c) short¬ 
term loans and advances and sundry 
debtors comprising amounts due to the 
factory on account of sale of goods and 
services and advances towards purchase 
and tax payments." 

In the sphere of working capital, effi- 
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dent management of inventory posed |he 
most challenging problem to public enter* 
prises in India. On an average, the total 
inventory (i.e. stocks of raw materials, 
goods-in-process, finished goods, stores 
and spares and miscellaneous goods) turned 
out to be 82.5 per cent of the total work¬ 
ing capital during the years under study. 
The author also found that not only was 
inventory excessive but it also showed the 
tendency to rise faster than production 
and sales. The inventoty in public enter¬ 
prises has been in excess also in terms of 
production requirements. While according 
to the Tariff Commission, inventory should 
not exceed 4 to 6 months’ value of produc¬ 
tion, in the case of enterprises studied by the 
author inventory amounted to the value of 

13.2 months’ production costs in 1960-61, 

10.3 months’ production costs in 1963-64 
and of 10 months’ production costs in 
1967-68. In the private sector enterprises 
it amounts to no more than 3.5 months’ 
value of production. The author has cal¬ 
culated that reduction of inventory to 
appropriate levels and reduction of carry¬ 
ing costs alone would have meant in the 
case of the above public enterprises reduc¬ 
tion of losses from Rs. 4876 lakhs to 
Rs. 1746 lakhs during 1967-68 alone. 

Inventory accumulation 

According to the author, the causes of 
excessive inventory accumulation were 
both internal and external. Internally, 
uncongenial organisation and lack of pro¬ 
per inventory control were the main rea¬ 
sons responsible for excessive inventory 
accumulation. Externally, Jack of small- 
scale industries for the manufacture of 
spares and other small items, transport 
bottlenecks, delays in issue of import 
licences and release of foreign exchange 
created an atmosphere which forced mana¬ 
gers of public enterprises to play safe and 
to err on the side of surplus for fear of 
stock-out and hold-up of work. 

The author has suggested that inventory 
management department should be esta¬ 
blished in each enterprise and it should be 
made to function directly under the chair¬ 
man of the enterprise. 

According to the author, ‘receivables’ 
comprising totals of sundry debtors and 
loans and advances in public enterprises 
accounted for the second major use of 
their working capital. It was found that 


accounts receivables were not properly 
managed because public enterprises com¬ 
pletely lacked commercial prudence in 
granting credit. Whereas there should have 
been no book debts overdue by six months, 
such debts constituted 20 to 30 per cent 
of the total debts for the public enter¬ 
prises analysed by the author. There were 
also debts outstanding for over one year 
to three years. 

The author has suggested that public 
enterprises will have to make their credit 
and collection policies comprehensive, 
allocate authority in regard to credit 
administration to some specific depart¬ 
ment, introduce an intelligent system in 
regard to credit investigation and formu¬ 
late efficient collection policies and pro¬ 
cedures. 

important problem 

Management of cash presented another 
important problem to public enterprises 
in the field of working capital adminis¬ 
tration. Normally the size of cash should 
come down with the growth of sales 
turnover; but in public enterprises under 
study, the case was just otherwise. The 
size of cash was found to be high both 
in terms of operational requirements 
and liquidity and solvency standards. 
Lack of proper planning and control 
of cash in public enterprises was mainly 
responsible for the bigger size of cash. 
The author has suggested that the 
public enterprises should centralise the 
administration of cash, regularise their 
cash flows, determine the optimum cash 
balances to be kept and should invest 
their excess cash balances in short-term 
securities. This would require, according to 
the author, complete modernising of the 
working of cash sections is public enter¬ 
prises. 

The best course for public enterprises 
to finance their permanent and variable 
working capital needs, according to the 
author, is to take recourse to profits. The 
government also at the very inception of 
the enterprise should indicate to the 
management what*rate of return it must 
earn on its investment. The public sector 
enterprises will have to increase their all¬ 
round efficiency. This alone will enable 
public enterprises solve the ever-present 
problem of working capital. 

Based on a Ph.D. thesis, this is a valu¬ 


able study. And yet It has most of 
the defects which books based on thesis 
generally have. It may be said that 
the public enterprises selected by the 
author for his study are all enterprises 
with heavy investment and with generally 
long gestation period. They therefore can¬ 
not be taken as true and typical represen¬ 
tatives of public enterprises in India. The 
sample is not broad-based to be adequately 
representative of public sector enterprises 
in India. 

Some of the companies selected by the 
author have now been merged in larger 
organisations. This would mean that the 
managerial practices in these companies 
would therefore be greatly influenced by 
the new organisational pattern. The con¬ 
clusions arrived at by Dr. Mishra might 
have qualitatively changed by the struc¬ 
tural changes. 

Then there is the time-lag involved. This 
book though published in 1975 covers 
the period 1960-61 to 1967-68. Many of 
the author’s findings will have to be con¬ 
siderably modified, if not rejected. Thus 
professionalism has been making pro¬ 
gress in public sector enterprises in India 
and this means there is at present greater 
clarity of objectives, proper assessment of 
resources and optimisation of efforts. For 
example, in the field of inventory control, 
the position in public enterprises has con¬ 
siderably improved since the author carried 
out his investigations. Thus from a posi¬ 
tion where public sector enterprises held 
inventory of 6.7 months’ value of produc¬ 
tion in March 1968, the inventory had 
fallen to 4.4 months’ value of production 
by March 1974. 

Having said ail this, it must be empha¬ 
sised that the lessons brought out in 
Dr. Mishra’s book arc relevant even at 
present. This book deserves to be carefully 
read by managers of public enterprises in 
India as there is still vast scope for im¬ 
proving their operations. 

DEVELOPMENT PLANNING 

Since the emergence of Japan as a 
major Asian power in the first quarter of 
the 20th century, the Japanese model has 
been approached variously by economic 
historians and analysts. While some 
thought it to be an ideal model worthy 
of emulation, some others expressed seri¬ 
ous doubts and still others sought to 
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effect a compromise accepting some of the 
lessons from the Japanese experience while 
rejecting others. V.S. Mahajan in his book 
Development Planning—Lessons From 
Japanese Model has suggested that some 
of the features of the Japanese model are 
worth incorporation in development 
planning of presently backward countries 
in Asia. 

Naturally, before drawing lessons from 
the Japanese experience, the author has 
presented in a nutshell the Japanese eco¬ 
nomic history—the long military rule in 
Japan, the foundations that were laid 
during the last lap of the Shogun's rule, 
how the economic development was not 
imposed from outside but came from 
within the social system itself, the crucial' 
role played by the state in creating a net¬ 
work of infrastructure facilities basic to 
economic development, growth of modern 
capitalism in Japan and the role played by 
it in accelerating the process of industrial 
growth, the emergence of a class of dyna¬ 
mic entrepreneurs, the dominant role 
played by Japanese agriculture in the 
process of economic development, and the 
role of Japanese commerce in meeting the 
challenge of exploiting highly competi¬ 
tive international markets. 

What are the lessons which the author 
thinks countries like India can emulate 
from the Japanese experience? 

role of the state 

The author has emphasised the role of 
the state in the process of economic deve¬ 
lopment. According to him, the study 
suggests that “the state should be careful 
while formulating public sector program¬ 
mes. It should only undertake such pro¬ 
jects which resources permit and which 
also carry a rapid growth-multiplying effect 
(like economic and social overhead capi¬ 
tal) and are of such strategic nature that 
there could be no other alternative than 
public investment" The author has also 
suggested that if on the other hand the state 
gets excessively involved in every econo¬ 
mic activity, it would be running into 
major catastrophe and even jeopardise 
the normal growth of the economy. Public 
investment on social and economic over¬ 
heads would be far more productive than 
the same amount invested in a steel plant. 
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Also the Japanese experience suggests 
that if a country already has a private 
sector with experience in running con¬ 
sumer goods industries, the job of running 
those industries should better be left to 
the private sector. 

Along with an efficient framework of 
overhead facilities the Japanese expe¬ 
rience suggests that “it is equally impor¬ 
tant to develop a legal framework which 
guarantees rights to own and enjoy pri¬ 
vate property without interference." It is 
mainly the fear of nationalisation that 
frightens private investment in core indus¬ 
tries and encourages entrepreneurs to 
follow dubious business practices. Ade¬ 
quate safeguards against nationalisation 
alone would encourage private sector to 
make long-term investments. 

industrial discipline 

Another important lesson is in regard 
to industrial discipline. The Japanese 
experience suggests that “significant gains 
in productivity can only occur after there 
is a systematic skilling of labourers and 
strict discipline is enforced in work¬ 
places.” The author has also suggested 
that a pragmatic price, wage and income 
policy be followed without allowing any 
ideologies to unduly dominate the think¬ 
ing in these matters. 

An important lesson from the Japanese 
experience* is in the sphere of agriculture. 
The Japanese experience points to the 
strategic role which agriculture plays in 
the process of economic development. It 
is also seen that continually rising agri¬ 
cultural productivity is the result of a series 
of measures adopted by the government 
to modernise the agricultural sector. 

Japanese trade model, according to 
.the author, makes a fascinating reading. 

It shows how a pragmatic trade policy 
with special emphasis on export promo¬ 
tion is of great help for minimising depen¬ 
dence on foreign loans. Japanese experi¬ 
ence also suggests that without developing 
its merchant shipping, a country is likely 
to suffer heavy losses in international com¬ 
merce. India for example has already paid 
a heavy price for banking excessively on 
foreign liners. This suggests that develop¬ 
ment planning should accord appro- 
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priate weight to development of ship¬ 
ping. 

The Japanese experience also suggests 
that an appropriate social and institutional 
framework is essential for promoting a 
peaceful transformation of traditional 
modes of production and distribution. 
In Japan social transformation was com¬ 
pleted within a few years after the 
‘Restoration’, whereas in India no such 
social transformation is even on the 
horizon despite economic planning span¬ 
ning over a quarter of a century. The 
Indian social and political landscape is 
still dominated by its feudal institutions 
and attitudes. Many of the govern¬ 
ment's policies and actions are in fact 
strengthening caste feelings and twenty- 
five years after independence no single 
language is yet enjoying the status of the 
national language. 

There was a time when lessons used to 
be liberally drawn by developing countries 
from the experiences of developed coun¬ 
tries and attempt made to evolve policies 
based on those lessons. This has now 
practically gone out of fashion as it is 
being realised to a greater and greater 
extent that every country must evolve and 
execute policies best suited to its social 
and cultural environment. 

learning from others 

That does not mean that a developing 
country like India cannot learn anything 
from the experience of other countries. 
Our own experience over the past quarter 
century indicates that our half-hearted 
measures to modernise agriculture, rele¬ 
gating agricultural sector into background 
in preference to the industrial sector, 
too rapid expansion of the public sector 
and government’s deep involvement in 
it instead of paying adequate attention to 
the creation and provision of infrastructure 
facilities, continual narrowing of the 
scope of the private sector, too much 
involvement of the state in all sorts of 
economic activities and dissipation of its 
energies which could have been better 
concentrated on more vital matters, and 
neglect of social reforms—all these were 
responsible for the extremely slow econo¬ 
mic progress of the country and continued 
stagnation in many of the sectors of the 
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economy. Japanese experience only con¬ 
firms these findings. 

ROLE OF ILO 

The International Labour Organisation 
(ILO) has been playing a quiet but very 
significant role in the field of international 
labour laws in the form of ‘conventions* 
and ‘recommendations* based on the con¬ 
sent of all the parties concerned. The ILO 
has been making sincere efforts with the 
consent of all the parties concerned, name¬ 
ly the government, employers and labour, 
to build an industrial system with the 
avowed purpose of universal peace and 
social justice. 

It is therefore not a little surprising 
that the outstanding contribution of 
the JLO is not widely known. There is 
need to make the standards set by the ILO 
better known, especially in developing 
countries like India which are on their 
way to rapid industrialisation. Without 
such standards, the countries of the west 
which were the first to industrialise found 
themselves in a mess out of which they 
are still struggling to wriggle themselves. 
Developing countries are in a sense 
fortunate in that they have model rules 
and conventions to follow that will help 
them enjoy fruits of industrialisation with¬ 
out many of its evils. 

Against this background Dr. Vaidya- 
nathan's efforts in International Labour 
Standards—A Handbook presents the ‘con¬ 
ventions’ and ‘recommendations’ adopted 
by the ILO in a simplified and easily 
readable form are extremely welcome. 
The author has dealt with the standards 
under subject-grouping indicating their 
current status and validity and reflecting 
the up-to-date thinking on these instru¬ 
ments. The utility of the book has 
been considerably increased by inclusion 
in it of a chapter of ILO in general 
and the standard-setting procedure in 
particular. This book can be said to pro¬ 
vide a simplified version of the complete 
guide to international labour standards. 

The ILO was established in 1919 and 
has been busy working in the field related 
to industrial labour for more than half 
a century. It has been working for the 
establishment of international peace and 
social justice for which it was Awarded 
Nobel Peace Prize in 1969. The ILO makes 
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an attempt to accomplish its broad objec¬ 
tives by setting international standards for 
national application, backed by technical 
cooperation and education. 

The ILO standards take the form of 
‘conventions’ and ‘recommendations’. 
There is a fundamental ditference between 
the two. Once a convention is ratified by 
a member-state, the convention becomes 
a binding international obligation. On 
the other hand, a recommendation is 
essentially a guide to national action and 
does not create an international obliga¬ 
tion. It should be noted that conventions 
have no automatic binding force but only 
come into force in any member-state 
through an act of ratification by the state. 
It should however be noted that in the 
case of both conventions and recommen¬ 
dations member-states are obliged to bring 
the texts before the appropriate bodies for 
enactment of legislation or other action 
within a period of 12 to 18 months of its 
adoption by the ILO. 

labour code 

As on January 1, 1976, 143 conventions 
and 151 recommendations have been 
adopted by the ILO. These conventions 
and recommendations together constitut¬ 
ing the international labour code cover an 
enormous range of important subjects in 
the field of labour and social welfare. 

In the field of ‘basic human rights’ the 
international labour code (i.e. conventions 
and recommendations) have laid down 
standards or conditions regarding such 
matters as right of association, freedom 
of association, right to organise and col¬ 
lective bargaining, workers' representa¬ 
tion, rural workers’ organisation, forced 
labour, discrimination and equal remu¬ 
neration. 

In ‘labour administration’, the code 
has convered such fields as labour 
inspection and labour inspectorates. 
In regard to ‘industrial relations’, 
some of the important matters covered 
are employment policy and human re¬ 
source development. As regards ‘general 
conditions of employment' the code 
covers such matters as minimum wage- 
fixation, protection of wages, night work, 
hours of work, weekly rest, holidays with 
pay and paid educational leave. Jn the 
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field of 'employment of children and 
young persons 9 , the code covers subjects 
such as minimum age, medical 
examination of children, night work for 
children and so on. In regard to ‘employ¬ 
ment of women’, the code covers topics 
such a maternity protection, night work 
for women, underground work for women 
and so on. In the field of ‘industrial safety, 
health and welfare’, conventions and re¬ 
commendations have laid down standards 
in regard to safety provisions, protection 
against accidents, dock work, hygiene and 
guarding machinery. In the field of ‘social 
security* subjects covered by the code are 
equality of treatment, sickness insurance, 
invalidity insurance and survivors’ insur¬ 
ance. There are also conventions and re¬ 
commendations regarding migration, 
seafarers, indigneous and tribal popula¬ 
tions and plantation labour. 

Would not the ILO and its role weaken 
trade unionism and reduce the bargaining 
power of workers? It is all right for deve¬ 
loped countries to follow the standards 
which are being set by the ILO. But would 
not the competitive power of industries 
in developing countries be adversely 
affected in international markets, if they 
follow these standards? Would not 
too mufch attention to problems of social 
justice have adverse effects on saving, 
investment and economic development of 
backward countries? Well, it was not the 
intention of the author of this book to 
discuss problems such as these and there¬ 
fore no answers are found in this book 
to these problems. His aim was to give a 
straightforward and simple account of the 
work which is being done by the ILO and 
in that he has admirably succeeded. 
Labour leaders, social reformers and 
policy-makers will find the book extremely 
informative and useful. 

COOPERATION 

New horizons are opening up in the 
field of cooperation especially in develop¬ 
ing countries. This is because it is felt 
that cooperation can combine growth with 
efficiency and political stability with social 
and economic justice and can help build 
a mixed economy. But building up of an 
economy on cooperatives principles raises 
many issues of deep interest to economists 
and policy-makers. For example, what 
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distinguishes cooperation from other 
forms of business organisation? How 
should the principle of cooperation be 
reinterpreted and moulded in the light of 
historical experience? Can the coopera¬ 
tive movement contribute significantly to 
social and economic changes? What are 
the strategies that should be adopted by 
the cooperative movement to realise its 
objectives? Why has cooperation proved 
more successful in some sectors of the 
economy than in others? Co-operation 
and the Dynamics of Change , containing 
17 articles by scholars closely associated 
with the field of cooperation seeks to 
answer some of the above difficult and 
complex questions on the basis of a syn¬ 
thesis of international and Indian expe¬ 
rience in the field of cooperation. 

diversion of views 

Dr. M. V. Namjoshi in his article on 
‘Cooperation and Welfare’ has pointed 
out that there is great diversion in views 
relating to the efficiency of cooperatives 
as an instrument of social and economic 
changes among social scientists. Walras 
looked upon cooperatives as useful 
‘associations' to promote capital accumu¬ 
lation and hence social and economic 
welfare. But Karl Marx as also Rabbeno 
and Pantaleoni did not put much faith 
in cooperation as an instrument of social 
and economic change. Pantaleoni feared 
that cooperatives “may even become 
monopolies when fully developed.” The 
author has concluded that cooperatives 
have shown their capability both as ‘enter 
prises’ and ‘associations’; that the prin¬ 
ciple of cooperation cannot be uncritically 
extended to all spheres of economic acti¬ 
vities; and that a balanced view of co¬ 
operation must be taken. 

Writing on ‘The Development of Co¬ 
operatives in the USA’ Welton Grundy 
has shown how cooperatives in the USA 
are chronically under-capitalised, how 
cooperative shares never increase in 
value, how there is general apathy and 
disloyalty of patrons, and how co¬ 
operatives have generally failed to get 
their message across. There is also a 
feeling in the USA that cooperatives are 
“giant monsters crushing the life out of 
the small independent businessmen.” 

Writing on cooperative movement in 


Japan, Yukinori Miyahara has pointed 
out the characteristic features of Japanese 
cooperatives. In the Japanese cooperative 
movement, the so-called general coopera¬ 
tives are fundamental. They handle hetero¬ 
geneous business especially because farm 
management itself is not yet special¬ 
ised, not being separated from house¬ 
holding. There is also in Japan “the 
three-level system of local cooperatives”. 
The government has been very earnest in 
promoting the organisation of agricul¬ 
tural cooperatives. In this sphere develop¬ 
ment has occurred mainly in marketing, 
purchasing and finance. 

V. Y. Kolhatkar has drawn certain 
important lessons from the experience of 
cooperatives in Poland and Yogoslavia. 
The author has shown how general agri¬ 
cultural cooperatives in Poland and 
Yugoslavia have proved useful institu¬ 
tions in modernising agriculture. Accord¬ 
ing to the author, it is possible that such 
institutions with appropriate modifications 
may yield some good results in developing 
countries like India. According to him, it 
would be interesting to see if cooperatives 
of landless agricultural workers and share¬ 
croppers could be formed for achieving 
not some political objectives (as at present) 
but economic objectives like modernisa¬ 
tion of agriculture. Such cooperatives 
should be actively helped by the state with 
financial and technical resources. The 
experiment is worth trying. 

Israeli experiment 

Writing on the Israeli experiment, 
Walter Preuss has shown how in Israel 
the cooperative form of organisation was 
largely a substitute for capital investment. 
The members of the cooperatives accumu¬ 
lated means of production by their own 
labour. They turned what is called profits 
in the capitalist economy into investment 
capital and built enormous enterprises 
through their own efforts, diligence and 
perseverence. The author has suggested 
that the Israeli experience “can be of great 
assistance to cooperative movement in 
new countries which also suffer from lack 
of capital and at the same time strive to 
avoid dependence on exploiting capital.” 
The author feels that “The people in the 
countries of Asia and Africa need develop¬ 
ment, and the cooperative movement in 


agriculture, industry and services can 
perform the same pioneering tasks which 
cooperation fulfilled in Israel.” If the 
necessary cadres can be formed, “the peo¬ 
ple of Africa and Asia can leap though not 
at one go, from a tribal and feudal society 
to a progressive society, with friendly 
assistance from abroad and successful 
examples before them.” 

Vinayak Rajguru has traced the deve¬ 
lopment of cooperatives in east and west 
Africa and has shown how cooperatives 
have turned their attention to production 
and services, and how cooperatives are 
being organised for livestock, dairy, fish¬ 
ing industries, taxi-cabs and trucking firms 
and so on. In some countries of that conti¬ 
nent cooperatives have been taking over 
wholesale and retail trade which was once 
in the hands of foreigners. These co¬ 
operatives are likely to develop into 
giants. 

position challenged 

Writing on the Indian experience, a 
number of authors have shown how since 
the inception of economic planning, co¬ 
operatives have enjoyed recognition as 
instruments of planning and also as agents 
for protecting the weaker sections of the 
community. This position has been recent¬ 
ly challenged by the development of what 
is called the multi-agency approach to 
rural credit, rural trade and rural indus¬ 
trialisation. However the case for reserva¬ 
tion of some sectors of the economy for 
cooperatives is again being favoured by 
expert opinion. A point of general signi¬ 
ficance that emerges from the Indian expe¬ 
rience is the continuing importance of 
linking economic planning and the co¬ 
operative movement. The Indian expe¬ 
rience shows that proper laws and bye¬ 
laws and proper financial arrangements 
through public sources are essential. It 
also shows that cooperative autonomy is 
important and it can be reconciled with 
economic planning. The Indian experience 
provides a new line which other develop¬ 
ing countries may be inclined to experi¬ 
ment with. 

All the articles in the book are scholar¬ 
ly, based as they are on academic approach 
and practical experience. What is most 
important, the articles put cooperative 
movement in a proper perspective showing 
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both their strong points and limitations. 
Jf the cooperative movement is to become 
an instrument of social and economic 
change in India, it will have to become 
more dynamic showing capabilities of 
adapting itself to rapidly changing condi¬ 
tions and meeting new and complex 
challenges of the rapidly changing world. 

RURAL LABOUR 

Shri Ram Centre for Industrial Rela¬ 
tions and Human Resources, New Delhi, 
organised a seminar on 'Rural Labour : 
Problems and Policy Perspectives’ at 
Ludhiana in January 1976, in collaboration 
with the Punjab Agricultural University, 
Ludhiana. Rural Labour In India*—Pro - 
blcms and Policy Perspectives , edited by 
S. M. Pandey, contains some of the 
papers presented and proceedings of the 
seminar. 

It is well-known that even after a quar¬ 
ter century of planned economic develop¬ 
ment, our achievements both in the field 
of agriculture and industry arc over¬ 
shadowed by continued existence and 
possibly worsening of the condition of 
extreme poverty among the masses in 
general and rural masses in particular. 
Among the latter are included landless 
labourers, marginal farmers and rural 
artisans, majority of whom belong to 
scheduled castes and tribes who bear the 
additional burden of social stigma. No 
doubt government did take certain steps 
affecting the rural masses—large public 
investments in irrigational projects, intro¬ 
duction of technological innovations, abo¬ 
lition of feudal tenancies, substantial 
reduction in the practice of absentee 
landlordism etc. However the rural poor 
continue to be deprived of the equitable 
share of the benefits of these developments. 

This seems to have happened because 
the strategy for rural development assum¬ 
ed that with the increase in agricultural 
production and higher level of income 
and investment employment opportunities 
would automatically increase in the rural 
sector. These assumptions have been 
proved wrong. On the other hand the 
problem of poverty and rural unemploy¬ 
ment got aggravated due to the increase 
in population particularly in rural areas, 


which has resulted in rapid sub-division 
and ^ fragmentation of already small and 
fragmented holdings, thus multiplying un¬ 
economic holdings, poverty, unemploy¬ 
ment and landlessness. ^This has resulted 
in forced migration of large rural popula¬ 
tion to cities and towns. Rather than solv¬ 
ing the problem of rural poverty and 
unemployment in any appreciable manner, 
the strategy has only contributed to the 
problem of urban poverty and social 
tensions. 

From this it follows that the need for 
bringing about rapid and substantial 
changes in the agricultural sector can 
hardly be overemphasised. The govern¬ 
ment has also recognised this need as is 
clear from some of the programmes intro¬ 
duced, namely rural worksp rogramme, 
crash scheme for rural development, rural 
industries programme, the backward area 
development programme, the drought- 
prone areas development programme, pro¬ 
gramme for the development of small and 
marginal farmers, agricultural labourers 
and tribal areas, etc. But very little is 
known about the actual impact of these 
programmes. 

* 

urgent need 

There is urgent need therefore to know 
about the results produced by these pro¬ 
grammes. It was felt at the seminar that 
“exchange of such knowledge is important 
not only for developing a better under¬ 
standing of the problems of the rural poor 
but also for having an impartial and 
objective account of the failures as well as 
achievements of our past efforts and im¬ 
prove upon the same in the light of the 
experience.” 

The seminar brought out some very 
interesting facts. It was thus found from 
the analysis of marginal labour employ¬ 
ment that technological variables such as 
seeds and insecticides and irrigation were 
relatively more important in optimising 
labour use. On this basis a case is made 
out by Harpal Singh and R. P. Sinha for 
reducing expenses on machinery and 
equipment and for increasing expenditure 
on seeds, insecticides and irrigation. 

R. K. Sharma writing on technology 
and employment has concluded that so 


far tractorisation has not led to any 
labour displacement. But this appears to 
be a passing phase and as farmers gra¬ 
dually move from partial mechanisation 
to complete mechanisation, the labour- 
saving effects of tractorisation will come 
to the surface. The author therefore has 
raised the question : if complete mechani¬ 
zation is socially undesirable, what are the 
policy instruments to prevent it? 

S. S. Acharya has found that adoption 
of HYV coupled with increase in cropping 
intensity has increased employment, that 
employment of casual hired labour in¬ 
creases both by pump-sets and tractors 
but employment of permanent hired 
labour decreases with them. He has there¬ 
fore set down the policy guidelines that 
(/) extension of HYV and multiple crop¬ 
ping will provide employment opportuni¬ 
ties in rural areas; (ii) mechanisation, irri¬ 
gation and use of tractors are not labour- 
displacing; and (///) new agricultural tech¬ 
nology can be used as a policy instrument 
to increase incomes and employment of 
rural labourers. 

A. J. Singh and D. S. Sidhu have 
suggested the possibilities of increasing 
employment in rurai areas through diver¬ 
sification of agriculture through increasing 
supply of various agricultural inputs and 
by the establishment of processing indus¬ 
tries which ofTer vast potential for develop¬ 
ment. 

exotic model 

R. N. Azad and G. C. Mathur have 
emphasised that importing of any exotic 
model will not be much helpful. What 
is necessary is integrated rural develop¬ 
ment adopting an area approach- 
intensification of agriculture including 
animal husbandry, poultry, sericulture, 
fishery, forestry, development of rural 
crafts and small industries, effective and 
meaningful land reforms — measures 
suited to India's culture and socio-econo¬ 
mic conditions. 

S. M. Pandey has suggested increasing 
agricultural production and productivity, 
organisation of landless agricultural 
labourers into upions and use of produc¬ 
tive loans for setting up subsidiary occupa- 
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tion as means to solve the problems of the 
rural poor. 

P. C Aggarwal and M. S. Ashraf have 
maintained that the scheduled castes 
would be better off if the special economic 
aid is abolished and instead they are assured 
a proportionate share out of general 
schemes. If however special welfare pro¬ 
grammes cannot be abolished, they should 
be made goal-oriented and their budget 
allocation increased. 

R. S. Mathur has pleaded that functional 
education in modes and problems of work¬ 
ers 1 organisation should be provided to 
agricultural labourers. Also the functional 
education must make the landless agri¬ 
cultural labourers aware of the protect ion 
which various laws all'ord them. 

self help 

S. ML Pandcy has advocated that orga¬ 
nisations of agricultural labourers should 
be more intensely involved in helping 
themselves tota ke up self-employment 
occupations during slack seasons, working 
for the education of adults and children, 
educating members regarding the neces¬ 
sity of small family size, executing small 
contracts for rural works, etc. He wants 
that the government should play a key 
role in the establishment of stable and 
independent organisations of rural work¬ 
ers. 

S. P. Pant has made a powerful plea 
that the tribal poor will greatly benefit, if 
agricultural research on tribal farming is 
undertaken to conserve eroding soils, to 
develop suitable varieties of low-value 
but high-energy staple food crops, to 
rejuvenate forests and exploit grass lands 
and establish small forest industries. He 
has made a strong plea for a new econo¬ 
mic system integrated with bio-social 
ecosystem of the tribal areas. 

The articles in this volume indicate the 
immense complexity of the problem of 
rural poverty and ineffectiveness of stereo¬ 
typed and standardised solutions to the 
problem. Varigated measures will have to 
be taken based on the study of each group 
of people and particular area. The im¬ 
mense material contained in the learned 


articles in this volume should be of great 
assistance of policy-makers, indicating as 
they do the reasons for the failure of the 
measures so far adopted to solve the 


problem of rural poverty and the approach 
and various measures which should be 
adopted to tackle the problem success¬ 
fully. 
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TRADE 

WINDS 


IDA Credit 
[for ARDC 

An acsrici il/iURAi project is 
being'supported by a credit of 
US dollars 200 million from 
the International Development 
Association (IDA), an affiliate 
of the World Bank. The credit 
will assist the Agricultural 
Refinance and Development 
Corporation’s (ARDC) on- 
farm investment programme 
over a two-year period involv¬ 
ing a total of US $583 million. 
The proceeds of the IDA credit 
will be channelled through 
ARDC to cooperative and 
commercial banks for lending 
to farmers. At full develop¬ 
ment in 1984, the project is 
expected to result in annual 
incremental production valued 
at US $367 million a year. 

Agricultural Loans 

The IDA credit will assist 
in providing loans to fanners 
for on-farm development pur¬ 
poses, mainly minor irrigation, 
but also for development of 
tree crops, dairy and poultry, 
sericulture, fisheries and seve¬ 
ral other agricultural activi¬ 
ties. About US $100 million 
of the credit will be reserved 
for small farmers who will 
qualify for preferential bor¬ 
rowing terms provided their 
income is adequate to repay 
the loan over a prescribed 
period. The IDA credit to 
India is for 50 years, includ¬ 
ing 10 years' grace. It is in¬ 
terest free except for service 
charge of 3/4 of one per cent 
to meet IDA's administrative 
costs. The government will 
lend the proceeds of the cre¬ 


dit to ARDC for nine and 15 
years at not less than 6.5 
and 7.5 per cent interest per 
annum, respectively, depend¬ 
ing on the type of ivestments 
to be refinanced by ARDC. 

Assistance from 
Swedon 

An agreement on develop¬ 
ment cooperation providing 
Swedish aid of Rs 48 crore 
(Skr. 240 million) to India for 
the current fiscal year was 
signed recently by Mr Sten-Olof 
Doos, deputy director gen¬ 
eral, Swedish International 
Development Agency and Mr 
W.S. Tambe, joint secretary, 
Economic Affairs, ministry of 
Finance. The development 
assistance is on a grant 
basis. Out of the assistance 
of Rs 48 crore (Skr. 240 
million), an amount of Rs 21 
crore (Skr. 105 million) 
will be available for general 
imports. This portion of the 
aid is untied. 

A provision of Rs 16 crore 
(Skr. 80 million) has been 
made to finance imports of 
goods and services from 
Sweden. As in the past, this 
amount is expected to be uti¬ 
lised for import of bulk com¬ 
modities and capital goods, 
and services from Sweden. The 
agreement also provides for 
technical assistance to the ex¬ 
tent of Rs 11 crore (Skr. 55 
million). This amount will be 
utilised for implementation of 
several projects in the field of 
family welfare, health, fish¬ 
ing, forestry, export promo¬ 
tion etc. Besides, the agree¬ 
ment provides for remission 
in full of payments on princi¬ 


pal, interest and service char¬ 
ges on earlier credits from 
Sweden falling due between 
June 1, 1977 and June 30, 
1978, which is of the order of 
Rs 2.4 crore (Skr. 12 million). 

Chairmen of 
Nationalised Banks 

The union Finance ministry 
announced recently the ap¬ 
pointment of chairmen and 
managing directors of five 
nationalised banks. These arc: 
Mr P.C.D. Nambiar (State 
Bank of India); MrAmitabha 
Ghosh (Allahabad Bank); Mr 
M.V. SubbaRao(IndianBank); 
Mr B. L. Pranjape (Union 
Bank of India); and Mr V. K. 
Vora (Dena Bank). Each ap¬ 
pointment will be valid for 
three years with clfect from 
the date they will take charge 
of the new office. 

Mr Nambiar, who had been 
the managing director of SBI, 
has been looking after the 
management of the bank from 
May 2 after Mr T. R. Varada- 
chary, chairman, had relingui- 
shed his office on April 30. 
Mr M. V. Subba Rao is pre¬ 
sently ehairman-eum-manag- 
ing director of Export Credit 
and Guarantee Corporation. 
Mr Ghosh, who is the gen 
eral manager of Allahabad 
Bank, had taken charge from 
Mr S.D. Varma, chairman and 
managing director, when he 
retired on March 30. Mr 
Ghosh's appointment is effec¬ 
tive from April I. 

Aluminium Output 

There is likely to be a short¬ 
fall of the order of about 35,000 
tonnes in the availability of 
aluminium during 1977-78. 
One of the major factors res¬ 
ponsible for shortage of alu¬ 
minium is the poor power 
supply position to a this highly 
power-intensive industry. Accor¬ 
ding to a recent review under¬ 
taken by the ministry of Steel 
and Mines, it is held that if 


the present sanctioned power 
load is utilised fully through¬ 
out the year, the total pro¬ 
duction of the metal during 
1977-78 would be of the order 
of 2,33,500 tonnes. However, 
even at this rate of production 
a shortfall of the order of 
22,000 tonnes in the total 
availability of the metal is 
envisaged. 

In the changed context of a 
gradual fall in the supply of 
power to the various alumi¬ 
nium smelters in the country, 
the gap in the supply and de¬ 
mand of the metal is widening. 
The total sanctioned power 
load to the aluminium indus¬ 
try during the year is of the 
order of 533 MW. As against 
this, it is estimated that the 
total availability would be 
somewhere 454MW from the 
available generating capacity 
of 825 MW, thus representing 
merely 55 per cent utilisation 
of the power capacity. 

New Gadget 
by Weston 

Weston Electronics Limited 
have added a new dimension 
to entertainment electronics in 
India in the form of TV 
Games. This is ideally suited 
to Indian conditions since TV 
transmission is restricted to a 
few hours in the evening and 
the TV set idles for a good 
part of the day. The TV 
Games is a simple gadget that 
will capture the excitement and 
pleasure of a play field inside 
the comfort of home. The 
device offers a varied choice of 
four Games: hockcy/football, 
tennis, squash and single 
squash. It is designed to cater 
for the interest of all ages. Two 
persons are programmed to 
play at a time yet if a partner 
is not available, the game can 
be operated as a single squash. 

The Game set is plugged on 
to the TV set antenna socket. 
When connected, a game 
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pattern appears on the screen. 
The game is externally cont¬ 
rolled. The angle of the ball 
and size of bat can be adjusted 
to give a realistic touch. Every 
time the ball strikes the bat 
a game sound is emitted. 
Automatic scoring facility is 
also provided. Weston Electro¬ 
nics Limited is geared to pro¬ 
duce 20,000 TV Games sets 
annually. The production is 
likely to go upto 30,000 during 
the second year and to 40,000 
during the third year. The 
company has already a good 
market share in the production 
of television, tape recorder, 
two-in-one and calculator, it 
has a well established R & D 
department which is conti¬ 
nuously introducing product 
improvements in the existing 
range of products as well as 
innovating new ones. 

Indo-Afghan Trade 

A delegation headed by Mr 
G.H. Bayat, president. Foreign 
Trade of the Afghan ministry 
of Commerce, arrived recently 
in New Delhi for trade talks. 
The Indian team was led by 
Mr A.N. Vermn, joint secretary 
in the Commerce ministry. The 
present arrangements between 
India and Afghanistan arc go¬ 
verned by the trade agreement 
and protocol signed on Sep¬ 
tember 3, 1975. this is valid 
for a period of three years. 
Among other things, the agree¬ 
ment provides for a growth 
rate of eight per cent in trade. 
Under the agreement, trade in 
specified commodities and 
goods is to be operated on 
counter-balancing basis. The 
remaining trade will be in con¬ 
vertible currency. 

Indio's trade with Afghanis¬ 
tan is based on a modified 
system of barter. Successive 
trade k arrangements between 
thi two countries have provi- 
1 &|{fcyr a system of counter- 
fc&Ufticing trade where imports 
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of fresh fruits, dry fruits and 
asafoetida from Afghanistan 
have to be counter-balanced 
by exports to that coun¬ 
try. Trade between the two 
countries has been growing 
steadily during the last few 
years. In 1973-74 India’s ex¬ 
ports stood at Rs 15 crores 
imports from Afghanistan also 
amounted to Rs 15 crorcs. Tn 
1974-75 exports from India 
valued Rs 14.5 crorc whereas 
imports from Afghanistan 
were of the order of Rs 17.9 
crores. In 1975-76 (upto Dec¬ 
ember 1975) India's exports 
amounted to Rs 23.1 crorcs 
and imports from Afghanistan 
valued Rs 6.8 crorcs. 

Edible Oil Imports 

The import policy for edible 
oils and oilseeds has been 
tightened further. It has now 
been decided that licences will 
be granted on the basis of 
firm commitment entered into 
by the concerned party with 
overseas suppliers. The ap¬ 
plications, therefore, have to 
be accompanied by photostat 
copies of firm offer and ac¬ 
ceptance, through cables or 
letters showing the quantity, 
price and delivery or shipping 
schedule. The value of licence, 
the items to be imported and 
the validity period of the 
licence will be in terms of the 
firm import contracts entered 
into by the party with foreign 
suppliers. 

The licensee, under the 
new procedure, will be requir¬ 
ed to submit a report to the 
licensing authority concerned, 
as soon as the imports have 
been effected. Inability to effect 
imports on the basis of licences 
issued under the new [condi¬ 
tions for reasons beyond the 
control of the licensee should 
be reported • to the licensing 
authority concerned within 10 
days from the date on which 
the licensee failed to effect 
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imports, as per the original 
contract. The parties who have 
already submitted applications 
for the grant of import licences 
are also required to produce 
evidence of firm import con¬ 
tracts with overseas suppliers, 
according to new stipulations, 
within three months, failing 
which the applications would 
be rejected. 

In the case of licences al¬ 
ready granted, the concerned 
parties will have to make 
firm commitments within three 
months, failing which the 
licences will automatically 
stand invalidated, as announc¬ 
ed by the government a few 
days ago. Thus, imports of 
edible oils and oilseeds will 
continue to be freely licensed. 
But licences will be issued to 
the party only after it has made 
firm arrangements for im¬ 
ports. 

Planning Commission 
Appointments 

Dr D. T. Lakdawala, pre¬ 
sently director, department of 
Economics, University of 
Bombay has been appointed 
dupuly chairman of the Plan¬ 
ning Commission. He succeeds 
Mr P. N. Haksar, who ten¬ 
dered his resignation recently. 
Mr V. G. Rajadhyaksha, at 
present chief consultant in the 
Planning Commission, and 
Prof. Raj Krishna of the Delhi 
School of Economics have 
been appointed members of 
the Commission. 

The Home minister and the 
Defence minister will also be 
members of the Planning Com¬ 
mission now. The Finance 
minister has always been an 
ex-officio member of the Com¬ 
mission. 

With the appointment of 
Mr Rajadhyaksha and Prof. 
Raj Krishna the reconsti¬ 
tution of the Planning 
Commission is complete. The 


other two members of the 
Commission are Mr B. Sivara- 
man and Prof. Sukumoy 
Chakravarty. It is understood 
that Prof. Chakravarty has 
requested the government that 
he may be relieved by July. 

London Branch of 
Punjab & Sind Bank 

The first overseas branch of 
the Punjab & Sind Bank Ltd. 
was inaugurated at Southall, 
London on May 15, 1977. It 
is significant that the PSB is 
the first non-national ised 
Indian bank which has been 
given permission by the Re¬ 
serve Bank of India to open 
its branch in a foreign coun¬ 
try. Over 500 accounts were 
opened on the first day at the 
new branch. As Mr Inderjil 
Singh, chairman of the bank, 
could not go to London, the 
branch was inaugurated by Mr 
Autar Singh Bagga, general 
manager of the bank. 

Welcoming the guests, Mr 
Dalbir Singh, assistant general 
manager, assured the Indian 
community that in keeping 
with its best traditions in the 
past, the Punjab & Sind Bank 
Ltd. would come up to the ex¬ 
pectations of the people by 
providing services of the hig¬ 
hest standards. Mr H.S. Dugal 
was introduced to the audience 
as the chief manager of the 
new branch by the general 
manager. 

ICI Expansion Plan 

Imperial Chemical Industries 
(ICI), which earlier this year 
announced plans for a new 
£ 90 million chemical plant to 
be built at Wilton (north-east 
England), is to spend £ 140 
million on another chemical 
complex there. The new invest¬ 
ment would be in plant to ex¬ 
tend its chlor-alkali and vinyl 
chloride monomer capacity. 
The earlier project, announced 


in March, was for a 250,000- 
toanes-a-year unit to make 
pure terephthalic acid, a raw 
material used in producing 
polyester fibre. Wilton is the 
headquarters of ICI’s petro¬ 
chemicals division. The pro¬ 
posed new investment is to be 
part of a two-pronged attack 
on the European chemical 
market. In addition to the 
Wilton project, ICI is consi¬ 
dering the possibility of deve¬ 
loping a chemical complex 
at Wilhelmshaven, in West 
Germany. 

Provident Fund 
Interest Raised 

The workers covered under 
the Employees Provident Fund 
Scheme will get interest at the 
rate of eight per cent per 
annum on their accummula- 
tions for the year 1977-78. 
The rate of interest allowed 
last year was 7.5 per cent per 
annum. The question of rais¬ 
ing the limit for income tax 
exemption on this increased 
rate interest is under the consi¬ 
deration of the government. 

Fly-ash Pottary 

The Central Glass & Cera¬ 
mic Research Institute, Cal¬ 
cutta, has developed a process 
which can replace the costly 
metal or china clay pottery by 
low cost and durable pottery- 
ware made from fly-ash of 
thermal power plants and 
redmud of the aluminium indu¬ 
stry. These industrial by-pro¬ 
ducts are being wasted at 
present. The process developed 
by the institute can also use 
these industrial wastes to pro¬ 
duce good quality sanitary¬ 
ware, low tension insulators, 
wall tiles, floor tiles, glazed 
tiles and even strong red bricks 
for building purposes. The 
process is simple and can be 
easily practised at the village 
level. 

Institute scientists claim 
that adoption of this techno¬ 
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logy would improve the stan* 
dard of living in rural areas 
and increase employment po¬ 
tentials right in the villages. 
The Institute has developed 
another process to produce ] 
slag-ceramics, that is ceramics 
from blast furnace slag. Good 
quality tiles have been pro¬ 
duced through this process 
which are being used in the 
coke oven of the Bokaro steel 
plant. These tiles would eli- j 
minute the import of costly 
lining materials. The slag 
ceramics are extremely abra¬ 
sion and corrosion resistant. 

A process has also been 4 
developed for the production 
of acid and abrasion-resistant 
glass ceramics from the waste 
slag from phosphorus plant. 
This slag can also be utilised 
for making amber-coloured 
container glasses. Silicon nit¬ 
ride. an important refractory 
material having high strength 
and unique thermal shock 
resistance, has been developed 
at the Institute. Scientists say 
that it has extremely high cor- I 
rosion-resistance towards mol- ! 
ten metals such as aluminium, 
zinc and lead. It could also 
resist corrosion by molten cop¬ 
per. Silicon nitride could there¬ 
fore be used with great advan¬ 
tage in these industries. 

Development Aid 
from Britain 

Britain increased slightly 
last year the proportion of 
its Gross National Product 
(GNP) devoted to aid to 
developing countries. Mrs 
Judith Hart, minister for 
Overseas Development, stated 
in reply to a parliamen¬ 
tary question recently that the 
net flows of official develop¬ 
ment assistance from Britain in 
1976 amounted to £462 million 
or 0.38 per cent of GNP. The 
corresponding figure for 1975 
was £ 389 million, or 0.37 per 
cent of GNP. These flguroa,Mr» 
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Hart added, were net of capi¬ 
tal repayments to Britain in 
respect of past aid loans and 
excluded other official flows 
which were not strietly deve¬ 
lopmental. 

Seminar on Drug ' 
Industry 

The Indian Drug Manufac¬ 
turers’ Association is organis¬ 
ing a seminar on ‘Develop¬ 
ment of Indian Drug Industry 
—Problems and Prospects’, in 
Calcutta on June 25, 1977. The 
subjects to be covered at the 
seminar include (i) raw mate¬ 
rials, (ii) import policy and its 
impact, (iii) bulk drugs and 
intermediates—prospects in 
the Eastern Region, (iv) I.P. 
supplement, and' (v) good 
manufacturing practices. 

Achievements in 
Metellurgy 

Three important processes 
in the field of metallurgy are 
available with the National 
Research Development Cor¬ 
poration for commercial use. 
These are carbon-free ferro 
alloys, misch metal and PM 2 
alloy. Carbon-free ferro alloys 
are essential for production of 
special steels and other engi¬ 
neering applications. A pro¬ 
cess for the production of car¬ 
bon free ferro alloys by 
alumino-thermic reaction has 
been de\ eloped by the National 
Metallurgical Laboratory, Jam¬ 
shedpur. The process is simple 
and inexpensive. 

Misch metal is a mixture of 
metal containing cerium and 
other rare earths. Besides its 
use in the alloy industry for 
making special type of cast 
iron, it is also used in the 
production of cigar lighter, 
hand grenades and bullets. 
This metal is produced using 
the by-product of the separa¬ 
tion of thorium from monaxite 
sand. The process has been 
‘developed by the Central Eiec- 
troChemical Research Insti¬ 
tute, Karaikudi. PM 2 alloy is 
a new alloy that can replace 


copper or electric grade alumi¬ 
nium now being used for 
power transmission. Its charac¬ 
teristics include high electrical 
conductivity, copper like duc¬ 
tility and improved corrosion 
resistance over the electric 
grade aluminium. Wire made 
out of this alloy could al o be 
used in motor and transformer 
windings automobile cable*, 
welding cables and domeste 
wiring. Its know-how has been 
developed by the NML Jam¬ 
shedpur. 

Oyster Culture at 
Tuticorin 

A pilot project on edible 
oyster culture at the Tuticoi in 
Research Centre of Central 
Marine Forestry Research Ins¬ 
titute, Ernakulam is being 
considered. The project envi¬ 
sages to have two harve.tsa 
year with a total production of 
2.6 million oy^ers. The pro¬ 
ject aims at arranging assured 
supply of oysters throughout 
the year. 

The meat of oyster is ex¬ 
tremely delicious and nutri¬ 
tious. Oyrder meat is a cheap 
source of protein rich food. 
Its co-product is shell u^ed for 
making calcium carbonate. The 
shell is also suitable for the 
attachment and growth of 
young oysters. An important 
chemical component obtained 
from the shell has a variety 
of uses. It can also be 
cleaned and powdered for use 
as poultry feed. Oyster is col¬ 
lected from creeks, lagoons 
and estuaries. 

Names in the News 

Mr Ashok Dayal has taken 
over as deputy group inspector 
at the head office of Grindlays 
Bank Limited in London. This 
i i the first time that a senior 
appointment in the inspection 
group has been taken up by an 
Indian national. Mr Dayal 
joined Grindlays in 1957 and 
was until recently its general 
manager in western India. 


GOVERNMENT OF INDIA 

54 PER CENT LOAN 1985 (SECOND ISSUE) TO BE IS¬ 
SUED AT RS. 99.50 PER CENT AND REPAYABLE AT PAR 
ON 16TH OF JULY 1985. 

6 PER CENT LOAN 1994 (SECOND ISSUE) TO BE IS¬ 
SUED AT RS. 99.00 PER CENT AND REPAYABLE AT PAR 
ON 1ST OF JULY 1994. 

6J PER CENT LOAN 2004 TO BE ISSUED AT RS. 100.00 
PER CENT AND REPAYABLE AT PAR ON 20TH OF JUNE 
2004. 

Subscriptions to the above loans will be received simultaneously 
and will be limited to a total of Rs. 400 crorcs (approximately). 
Subscriptions may be in the form of cash/cheque. Government 
reserve the right to retain subscriptions upto ten per cent in 
excess of the notified amount. 

2. If the total subscriptions received for the loans exceed the 
notified figure plus the amount of ten per cent retainable 
as aforesaid, partial allotment will be made in respect of the 
‘subscriptions received and the balance refunded in cash as soon 
as possible. 

3. In the case of 5] % loan 1985 (Second Issue) the interest for 
the period 20th June to 15th July 1977 (inclusive) will be paid 
on 16th July 1977 and thereafter interest will be paid half yearly 
on 16th January and 16th July. In the case of 6% Loan 1994 
(Second Issue) interest for the period 20th to 30th June 1977 
(inclusive) will be paid on 1st July 1977 and thereafter interest 
will be paid half yearly on 1st January and 1st July. In the 
case of 6loan 2004, the interest will be paid half yearly on 
20th June and 20th December. 

4. Interest on all the Joans now issued together with interest 
on other previous Government securities and income from other 
approved investments will be exempt from income-tax subject 
to a limit of Rs. 3,000 per annum and subject to other provi¬ 
sions of Section 80L of the Income-tax Act, 1961. 

The value of the investments in the loans now issued together 
with the value of other previous investments specified in Section 
5 of the Wealth Tax Act will also be exempt from the Wealth 
Tax upto Rs. 1,50,000/-. 

5. Subscription lists for the new loans will open on the 20th of 
June 1977 and close on 21st of June 1977 or earlier without notice. 

Applications for the loans will be received at: 

(a) offices of the Reserve Bank of India at Ahmedabad, Banga¬ 
lore, Bombay (Fort and BycuIJa), Calcutta, Hyderabad, 
Kanpur, Madras, Nagpur, New Delhi and Patna and 

(b) branches of the State Bank of India at all places in India 
except at (a) above. 

6. Securities will be issued in the form of Promissory Notes or 
Stock Certificates. The advantages of investing in the form of 
Stock Certificates are as under :— 

(i) It is safer than a Government Promissory Note as the 
name of the holder is registered in the books of the public 
Debt Office. 

(ii) The Stock Certificate will be sent to the applicant direct 
by registered post by the Public Debt Office. 

(iii) The half yearly interest will be remitted to the holder 
direct by an interest warrant drawn at par on any Treasury 
or State Bank branch stipulated by the holder, if the holder 
so desires, the interest will be remitted by Money Order 
after deducting the Commission charges; in respect of Stock 
Certificates where the net amount of interest to be remitted 
is less than Rs. 20/- no money order commission will be 
charged. 

(iv) If the holder wishes to sell his securities he can do so by 
signing the transfer form printed on the back of the Certi¬ 
ficates in the manner prescribed therein. 

(v) Government Promissory Notes in exchange for the Stock 
Certificate can be obtained by applying to the Public Debt 

, .Office and on payment of a nominal fee for each new note 
required . 

7. For any further clarification, please apply to any of the 
offices or branches mentioned in paragraph 5. 
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COMPANY 

AFEA.IRS 


Grindlays Bank Ltd 

Grindlays Bank Ltd has 
reported impressive gains on all 
fronts during the year ended 
December 31, 1976. Deposits 
scaled to a new peak of 
429.34Rscrores from Rs 407.87 
crores in 1975. Fixed deposits 
aecounted for as much as 
Rs *200.79 crores as against 
Rs 192.04 crores while savings 
bank deposits amounted to 
Rs 118.57 crores as compared 
to Rs 113.30 crores in 1975. 
The deposits in current and 
contingency accounts were 
higher at Rs 109.98 crores, an 
increase of Rs 7.45 crores over 
the previous year. Advances, 
including bills discounted and 
purchased, recorded a marked 
expansion to Rs 296.12 crores 
from Rs 272.88 crores in the 
earlier year. The cash and 
balance with other banks at the 
end of 1976 stood at Rs 27.46 
crores as against Rs 21.09 
crores in 1975. 

Smart Rise 

The bank’s income recor¬ 
ded a smart rise to Rs 55.60 
crores and it surpassed 
the previous year's figure by 
Rs 1.89 crores. The income 
from interest and discount, 
accounting for a major share 
of the bank’s total income, 
went up from Rs 46.86 crores 
to Rs 47.23 crores while the 
revenue from commission, 
exchange and brokerage went 
up from Rs 6.74 crores to 
Rs 7.96 crores. The Bank’s 
operations have resulted in a 
handsome rise in profit which 
which has more than doubled 
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to Rs 2.93 crores as compared 
to Rs 1.26 crores in 1975. 

Ashok Leyland 

Ashok Leyland Ltd had 
yet another very satisfactory 
period from production, sates 
and profits point of view. Cre¬ 
dit for this should be given to 
the management, for the im¬ 
provements it effected in the 
economy of its operations, 
both in purchases and in 
production and to the workers 
who cooperated. 

In order to be compatible 
with the accounting year of 
British Leyland, the company’s 
collaborator and major share¬ 
holder, the company’s account¬ 
ing year from October to Sep¬ 
tember was changed to the 
calender year, i.e., January/ 
December and the period un¬ 
der review therefore covers 15 
months duration ended De¬ 
cember 31, 1976. Hereafter, 
it will be 12 months from 
January I to December 31, in¬ 
clusive. each year. This point 
has to be borne in mind when 
comparisions arc drawn bet¬ 
ween the period now under 
review and the previous year. 

A total of 11,031 vehicles 
were sold during the 15-month 
period as against 7,765 during 
the earlier 12 month period. 
Sales of engines and spare 
parts also showed an increase. 
The overall sales of al^he 
company’s car products for 15 
months amounted to a 45 per 
cent increase over the previous 
12 months. 

The number of vehicles 
produced from January 1, to 


the end of April 1977 compares 
favourably with the figures for 
the same period of last year. So 
do the figures of the value of 
engines sold. But a disturbing 
feature has been an all-round 
increase in prices which do not 
yetsh ow any sign of decline. 
There is a limit to the com¬ 
pany’s capacity for absorbing 
the rising prices of raw mate¬ 
rials, components and ancillary 
parts and there may come a 
time when it will no longer be 
possible to hold the price of 
its products without allowing 
profits to be seriously eroded. 

The directors have decided 
to recommend a dividend of 
90 paise per equity share, that 
is 18 per cent subject to deduc¬ 
tion of tax for the period. The 
bonus share issue recently made 
is also eligible for this dividend. 

The expansion programme 
has to be completed before 
December 1978 and every effort 
is being made to complete the 
programme by that date. 

Record Exports 

The company’s exports 
registered a record export 
earning of Rs 1,138 lakhs, 
doubling the previous year’s 
performance. The company 
continues to explore new fields 
and penetrate into new mar¬ 
kets. 

The technical agreement of 
collaboration between the com¬ 
pany and British Leyland 
which started on December 5, 
1955 terminated after its stipu¬ 
lated duration of 20 years of 
mutual advantage and benefits. 
During this period, the 
company has grown from 
strength to strength and has 
been successful in making its 
products in quality and d.sign 
comarable with those manufac¬ 
tured by British Leyland which 
are of international repute. The 
time has now come for the 


company to be a* nearly self- 
sufficient as possible in the 
research and development 
activities. It is gratifying to 
note that the company’s re- 
seasch and development per¬ 
sonnel are not lagging behind 
in any way-in accepting this 
responsibility. Bearing in mind 
the specific requirements of 
customers at home and abroad, 
the company proposes to intro¬ 
duce new models of vehicles in 
the near future. These were 
highlighted by the Chairman, 
Mr S. Ranagnathan while ad¬ 
dressing the annua] general 
meeting of the company held 
recently at Madras. 

Food Spocialitios 

Nestle Products (India) 
Ltd, a trading branch of 
Nestle, a Swiss-based multi¬ 
national, will be winding its 
operations in India and its 
activities will now be looked 
after by Food Specialities Ltd, 
which has set up a plant at 
Moga, in Punjab, in collabora¬ 
tion with the Swiss firm. What 
is more. Food Specialities Ltd, 
is seeking government’s sanc¬ 
tion for setting up a Rs 5-crore 
plant for the manufacture 
of food products based on 
soyabean. Besides, there will 
be a furtner dilution of foreign 
shareholding in Food Speciali¬ 
ties to 40 per cent from 69 
per cent. 

Dr. Arthur Furer, managing 
director of Nestle, while add¬ 
ressing a press conference 
held in New Delhi recently 
revealed that the company was 
willing to invest abroad and 
broadbase its shareholding. He 
further disclosed that almost 95 
per cent of the products of the 
company are manufactured in 
countries other than Switzer¬ 
land, leaving only five per cent 
in its own country. 

The company at present is 
spending enormous amounts 
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in the field of food research 
with special emphasis on soya. 
Significant achievements have 
already been reached in the 
optimum utilisation of soya¬ 
bean. 

Modtlla Woollens 

The working of the Modclla 
Woollens Ltd has resulted in a 
; gross profit of Rs 76.67 lakhs 
as compared to Rs 62.66 lakhs 
in 1975. Out of this, the 
directors have provided 
Rs 24.07 lakhs for depreciation 
and Rs 31.55 lakhs for taxation, 
resulting in a surplus of 
Rs 21.05 lakhs. The directors 
i have recommended distribution 
of dividend at 12 per cent on 
the increased capital ofRs91 
lakhs (i.e., inclusive of the 
bonus shares of the face value 
of Rs 13 lakhs allotted in 
December 1976) and accord¬ 
ingly a sum of Rs 10.92 lakhs 
has been provided in the 
accounts as proposed dividend. 
In 1975 the company paid a 
dividend of 10 per cent. 

Philips India 

Philips India Ltd has main¬ 
tained its magnificent record 
almost in every sphere of its 
operations during 1976, sales, 
profits-gross and net-profitabi¬ 
lity ratios, exports, all outstrip¬ 
ping the previous year's encou¬ 
raging performance by consi¬ 
derable margins. Sales spurted 
to Rs 72.08 crores from 
Rs 59.20 crores while profit 
before tax jumped to Rs 6.85 
crores from Rs5.11 crores in 
1975. The profit after tax too 
shot up to Rs 2.50 crores from 
Rs 1.51 crores in the preceding 
year. Sales as percentage of 
profit before tax improved from 
8.6 to 9.5 while sales as percen¬ 
tage of profit after tax advanc¬ 
ed from 2.5 to 3.5. Exports at 
Rs 4.31 crores, outpaced its 
previous year’s performance by 
as much as Rs 1.15 crores. The 
impressive improvements in 
working results have encourag¬ 
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ed the directors to enhance the 
dividend to Rs 1.20 per equity 
share as against Rs 0.95 paid in 
the earlier year. With a view 
to bringing the paid-up share 
capital in line with the capital 
employed in business, the 
directors have proposed to 
issue 3,880,000 shares of Rs 10 
each as fully paid up bonus 
shares in the ratio of two shares 
for every seven shares held. 

New Products 

Not content with the past 
proud achievements the com¬ 
pany is going ahead full steam 
with the development of a new 
range sophisticated products, 
processes, designs, etc etc, 
Besides being actively engaged 
in the implementation of a 
number of expansion schemes, 
the company is venturing into 
new fields of activities. It has 
received letters of intent for 
production of digital readouts, 
frequency counters, counter 
timers, pulse and function gene¬ 
rators, voltage level indicators, 
carbon resistor bodies and 
components for lead-in-wires. 
The company has also received 
industrial licences for expansion 
of the capacity for manufacture 
of variable condensors, polyes¬ 
ter condensors, carbon resistors, 
oscilloscopes, intercommunica¬ 
tion apparatus and diamond 
wire drawing dies. The entire 
production of voltage level 
ind.cators and carbon resistor 
bodies, 90 per cent of the pro¬ 
duction of inter-communication 
apparatus and 50 per cent of 
the expanded production of 
oscilloscopes is to be exported. 

During 1976 the company 
further improved its turnover 
in its lighting products by a 
proper and well coordinated 
effort. The machinery for the 
manufacture of krypton-filled 
miners safety lamps has been 
received and installed at the 
company's factory at Kalwa. 


Regular commercial production 
has now started. A further 
stage in the integration of the 
manufacture of tungsten fila¬ 
ments for electric lamps was 
reached with the installation of 
the swaging and wire-drawing 
machinery for the manufacture 
of tungsten and molybdenum 
wires from rods. Simultaneous¬ 
ly, the company also imple¬ 
mented its industrial licence for 
diamond wire drawing dies and 
has commenced deliveries to 
customers. 

The construction of the 
Luminaire factory at Taratolla, 
Calcutta, continued in full 
swing. On completion of the 
construction during 1977, the 
present activity of lighting fit¬ 
tings and accessories, carried 
on at several locations in 
Calcutta, will be shifted to the 
new factory complex. 

Ready Market 

A ready market for its radio, 
TV and professional equipments 
resulted in a handsome rise in 
sales of electronic components. 
New models at competitive 
pr ees were introduced during 
1976, and as such, the sales 
registered good growth. Pro¬ 
duction of cassette recorders 
commenced during the latter 
part of 1976. It is expected 
thatdur'ng 1977 full capacity 
will be reached in the produc¬ 
tion of these recorders. The 
exports of cassette recorders 
have also commenced. The 
company has to export 40 per 
cent of the production in terms 
of the industrial licence. 

In addition to manufacturing 
a wide range of sophisticated 
and electronic test and measur¬ 
ing instruments the company is 
involved in a number of sophis¬ 
ticated projects such as ship 
automation, installation of a 
chain of liquid nitrogen plants 
in the country’s artificial in¬ 


semination programmes for up- 
gradation of cattle. 

Apart from significant 
achievements in the develop¬ 
ment of products, the com¬ 
pany's R & D laboratories are 
ceaselessly engaged in the deve¬ 
lopment of new and improved 
processes, designs, leading to 
further import substitution. 

The Reserve Bank of India 
has granted the company’s 
application for carrying on 
business under Section 29 of 
the Foreign Exchange Regula¬ 
tion Act. In compliance with 
the Reserve Bank of India’s 
requirements, N.V. Philips’ 
Gloeilampen fabrieken has 
agreed to dilute its shareholding 
to 40 per cent. 

Syndicate Bank 

For Syndicate Bank the year 
1976 was one of phenomenal 
progress and spectacular 
achievements. The bank step¬ 
ped up loan assistance to far¬ 
mers during 1976, as concerted 
efforts were made towards 
expansion of banking facilities 
in rural and semi-urban areas 
covering 13 states and six union 
territories. Of the 73 branches 
opened during the year, 20 
were located in unbanked 
centres. The number of loan 
accounts to farmers touched 
an all-time high of 3.2 lakhs 
during the year. 

The bank sponsored four 
regional rural banks during 
this period. In all, the five 
rural banks sponsored by the 
Syndicate Bank have mobilised 
deposits amounting to nearly 
rupees one crore through a 
network of 55 branches. 

The net profit of the bank 
for the year stood at Rs 1,83 
crores as against Rs 1,55 
crores in 1975. A sum of 
Rs 86 lakhs as against Rs 45 
lakhs in the previous year has 
been appropriated to reserve 
fund and Rs 70 lakhs to con¬ 
tingencies. The bank has 
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transferred the balance profit 
of Rs 23.86 lakhs to the general 
reserves. 

The bank registered a big 
hike in deposits as the total 
went up to Rs 691 crores in 
1976 as against Rs 537crores in 
the previous year. This includ¬ 
ed savings bank deposits of 
Rs 186 crores which shot up 
by 40 per cent in the 12 months 
period. There was an all-time 
high in per branch deposits 
which touched Rs 80.7 lakhs 
as against Rs 69 lakhs in 1975. 
The total advances during this 
period also rose by 31 per cent, 
crossing the Rs 500-crores 
mark for the first lime in the 
bank’s history. 

During the year, the bank 
opened 73 new branches in¬ 
cluding its first overseas branch 
in London. Twentysix exten¬ 
sion counters were also opened 
during this period taking the 
total of extension counters to 
67. The total number of bran¬ 
ches stood at 851 by the end 
of 1976. Of these, 549 branches 
were located in rural and semi- 
urban areas. The bank's ope¬ 
rations were extended to two 
more states of Assam and 
Bihar during the year. 

Priority Sectors 

Priority sectors including 
agriculture, small scale indus¬ 
tries, retail traders, small busi¬ 
ness ventures, professionals, 
self employed, education, ex¬ 
port and transport operators 
claimed major share in the 
bank's advances, accounting 
for 45 per cent of the total 
credit. As many as 5.2 lakhs 
people under this category had 
availed loan assistance to the 
tune of Rs 223 crores. 

The bank adopted 73 back¬ 
ward villages inhabited mainly 
by scheduled castes and sche¬ 
duled tribes in different parts 
of the country. A three year 
development plan was drawn 
up for these villages with a 


total outlay of nearly Rs 4 
crores covering 35,600 families 
of agricultural labourers. 

New heights were reached 
by the bank in Lead Bank 
Scheme with 46 per cent of its 
total network of branches 
located in the lead districts 
allotted to the bank. These 
districts also accounted for 
nearly 22 per cent of the total 
deposits and advances of the 
bank as at the end of 1976. 

Two new deposit schemes 
were launched by the bank 
during the year. Popularly 
known as Vikas Cash Certificate 
and Suraksha Deposit Scheme, 
these savings schemes have 
proved attractive with depo¬ 
sitors. 

In recognition of the bank’s 
massive help in promoting the 
self-employment endeavour 
project jointly with the Indian 
Jaycees, the Jaycee Interna¬ 
tional conferred the coveted 
Meritorious Service Award 


Management Consultancy Divi¬ 
sion of the Bihar Industrial 
and Technical Consultancy 
Organisation Limited (BITCO). 

The division of the BITCO 
sponsored by the Industrial 
Development Bank of India 
and other financial insti¬ 
tutions analysed the reasons 
for uneconomic level of the 
working of the project and for¬ 
mulated a rehabilitation scheme 
involving an additional capital 
cost of about Rs 42 lakhs. 

The study by the division 
revealed that after the imple¬ 
mentation of the scheme the 
project, which had an installed 
capacity of producing 15,000 
tonnes a year, would achieve 
75 per cent of the installed 
capacity within two years. 

New Issues 

Ajanta Tubes will be entering 
the capital market shortly to 
raise Rs 1.02 crores in 7,20,000 


equity shares of Rs 10 each 
and 30,000—10 percent cumu¬ 
lative redeemable preference 
shares of Rs 100 each at par. 
The company holds an 
industrial licence for manufac¬ 
turing 72,000 tonnes of tubes 
and pipes. The*project has 
been taken up in two stages. 
The first phase to manufacture 
pipes from 15 mm to 75 mm 
diametres has been completed 
and production commenced in 
April 1975. In the second 
phase, the company proposes 
to manufacture pipes from 100 
mm and above diametre. The 
main plant and machinery re¬ 
quired for the second phase 
has already been installed and 
commercial production has 
already been started. However, 
certain ancillary equipments 
are to be received and installed. 
The same are expected to be 
installed shortly. 


on Mr K.K. Pai, chair- 


Dividend 


man of the bank, during the 
year. As many as 704 business 
ventures of educated unemp¬ 
loyed were financed by the 
bank to the tune of about Rs 3 
crores. Yet another promotio¬ 
nal scheme launched by the 
bank covered 522 educated 
youth who were advanced 
Rs 1.6 crores under the Self- 
Employment Scheme sponsor¬ 
ed by the state governments. 
These self-employment ven¬ 
tures covering in all 4,577 
persons and involving finan¬ 
cial assistance to the tune of 
Rs 14 crores have generated 
employment opportunities for 
16,400 people. 

News and Notes 

The revival of the vansispati 
project at Durgawati in Roh- 
tas district is considered feasi¬ 
ble in view of the improved 
position of the availability of 
raw materials, according to a 


Name of the company 


Higher Dividend 

Adarsh Chemicals 
Hindustan Wire Products 
Fuel Injections 

Same Dividend 

Laxmi Vishnu Textile Mills 
Aditya Mills 

Bengal Electric Lamp Works 
Indian Sugars & Refineries 
Aryodaya Spinning Mills 
Aruna Sugars 
United Carbon India 

Reduced Dividend 

Raja Bahadur Motilal 
Poona Mills 


(per cent) 

Year ended Equity dividend 
declared for 


Current Previous 



year 

year 

Dec. 31, 15(76 

10.0 

Nil 

March 31,1976 

2.5 

Nil 

Dec. 31, 1976 

7.5 

6.0 


Dec. 

31, 1976 

Nil 

Nil 

Dec. 

31, 1976 

Nil 

Nil 

March 31, 1976 

10.0 

10.0 

Sept. 

30, 1976 

Nil 

Nil 

March 31,1976 

Nil 

Nil 

Sept. 

30, 1976 

Nil 

Nil 

Dec. 

31, 1976 

12.0 

12.0 

Dec. 

31, 1976 

10.0* 

12.0 


press release issued by the *On the enlarged capital. 
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RECORDS 

Monetary screw loosened Ara n 

STATISTICS 


\ slashing of interest rates on 
tank deposits, coupled with a 
-eduction in the lending rates 
rf the banking industry, 
marks the credit policy for 
the current year (1977-78) an¬ 
nounced by the Re erve Bank 
[if India last week. 

Outlining the credit policy 
'or the year at a meeting with 
najor scheduled commercial 
>anks in Bombay on May 27, 
tfr M. Narasimhan, RBI gov- 
rnor, pointed out that in view 
>fthe 19 percent increase in 
noncy supply during 1976-77, 
iccompanied by a 12 percent 
ncreasc in the price level, it 
vas essential to maintain a 
legree of restraint on credit. 

But, at the same time, the 
policy should be oriented to¬ 
wards promoting investment, 
aiding production and exports 
md augmenting supplies of 
essential consumer goods and 
raw materials through imports, 
said Mr Narasimhan. 

Credit Structure 

! The Reserve Bank has also 
taken the opportunity for fur¬ 
ther rationalising the cost 
structure of credit. Accord¬ 
ingly, banks have been advised 
to lower the rates of interest 
on term loans of not less than 
three years from the present 
ceiling of 14-15 per cent to 
12.5 per cent in view of the 
need for further stimulus to 
long-term capital investment. 

The Reserve Bank has also 
revised the deposit rates struc¬ 
ture. An important element 
in the change is the distinction 
drawn between savings deposit 
accounts which are functional¬ 
ly transaction-oriented and 


others which are savings-orien- 
tcd. 

For the first time, a distinc¬ 
tion has been drawn between 
savings accounts with and with¬ 
out cheque facilities. Savings 
deposits accounts without 
cheque facilities will he paid 
five per cent interest and those 
with cheque facilities three per 
cent per annum, as against the 
existing rate of five to 5.5 per 
cent on both. The new rates 
will be effective from July I 
this year. 

Interest Rates 

Similarly, fixed deposits of 
91 days to six months will 
attract four per cent interest as 
against the current rate of 5.5 
per cent, six to nine months 
4.5 percent against six per 
cent, nine months to less than 
one year five per cent as against 
seven per cent, one year 
to three years six per cent 
as against eight per cent and 
over three years up tp live 
years eight per cent as against 
nine per cent. For deposits 
above five-year duration, the 
interest remains unaltered at 10 
per cent. 

As a part of the restraint on 
the credit expansion, the 
Reserve Bank has decided to 
continue impounding of 10 per 
cent of incremental deposits 
which was introduced in Janu¬ 
ary this year. However, the 
rate of interest on these im¬ 
pounded deposits will be in¬ 
creased from 5.5 per cent to 
six per cent with effect from 
June 1. 

The governor of the Reserve 
Bank has expressed the desire 
that, consequent upon the 


realignment of deposit rates 
and the enhancement of the 
rate of interest allowed on im¬ 
pounded deposits, banks 
should pas. on the benefit 
of interest savings on deposits 
and higher earnings on addi¬ 
tionally impounded deposits to 
their borrowing constituents, 
particularly in the priority 
sectors by appropriate read¬ 
justments in their rates on 
advances. 

Mr Narasimhan clarified to 
newsmen later that this would 
mean a reduction in the inte¬ 
rest rates on lending, but de¬ 
clined to specify the level of 
reduction. He said lending 
banks would have the discre¬ 
tion to effect the reduction. 
This, however, signified that 
credit would be cheaper to 
borrowers. 

Selective Controls 

On the other hand, the 
Reserve Bank also announced 
certain changes in the selec¬ 
tive credit controls in the con¬ 
text of the continued pressure 
on prices of oils and oilseeds. 
In all appropriate cases, mar¬ 
gins have been stepped up by 
10 percent over the existing 
levels in respect of bank ad¬ 
vances against oils and oil¬ 
seeds. 

At the same time, in sup¬ 
port of the government pro¬ 
gramme for import of edible 
oils and oilseeds, advances to 
all parties against such im¬ 
ported oils and oilseeds as are 
subject to selective credit 
controls have been exempted 
from the minimum margin and 
ceiling levels on credit sti¬ 
pulations, 


However, to ensure that 
the quantity imported is re¬ 
leased for consumption im¬ 
mediately without any delay, 
such exemptions arc restricted 
for four weeks from the date 
of arrivals of slocks at the 
port in the case of oils and 
eight weeks in case of oilseeds. 

Created Money 

The Reserve Bank governor 
felt that in view of the steep 
increase in the money supply 
and the resultant pressures on 
the price level, there was 
greater need than ever to res¬ 
trict the u-»e of created money 
issued by the Reserve Bank. 
Accordingly, refinance and re¬ 
discount accommodation would 
be selective and at the discre¬ 
tion of the Reserve Bank. 

However, banks will be en¬ 
titled to the following faci¬ 
lities: 

(a) One per cent of the de¬ 
mand and time liabilities cal¬ 
culated as on the last Friday 
of March, 1977, will be made 
available at a rate of interest 
of 10 per cent per annum. 

(b) At present, refinance re¬ 
lating to food procurement 
credit is provided to the extent 
of 30 per cent of the increase 
over an outstanding food 
credit level of Rs 1,000 crores. 
It is now proposed, with 
effect from June I, 1977, to 
raise the base level not eligible 
in excess of Rs 1,500 crores. 
Refinance will be provided up 
to 50 per cent of the increase 
at a rate of interest of 10 per 
cent per annum. 

(c) Refinance will be pro¬ 
vided up to 50 per cent of the 
incremental performance in 
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the export credit of a bank 
over the annual average per¬ 
formance in 1976. The rate of 
interest on export credit re* 
finance will be 10.5 per cent. 

(d) Any refinance other than 
the entitlements indicated 
above will be strictly at the 
discretion of the Reserve Bank 
in regard to the amount of 
assistance, its duration as well 
as the rate of interest. Such 
accommodation will be on 
merits related to a bank's 
credit-deposit ratio and its 
sectoral deployment of credit, 
its involvement in assisting 
capital investment through 
provision of term loans and 
subject to the Reserve Bank's 
satisfaction about its resources 
planning. 

(c) The Reserve Bank has 
also decided to make available 
all rediscounting facilities on 
a discretionary basis. The 
basic rediscount quota equal to 
10 per cent of the inland 
bills purchased and discounted, 
which was previously made 
available on an automatic 
basis at the bank rale of nine 
per cent, will also now be on 
a discretionary basis. All dis¬ 
cretionary rediscount facilities 
will be subject to terms and 
conditions stipulated by the 
Reserve Bank. 

Priority Sector 

In his letter to banks, the 
governor had impressed upon 
the banks that credit planning 
at the individual bank level 
should bring about a pattern 
of credit deployment increas¬ 
ingly in tunc with national 
objectives and priorities. In 
particular, it is necessary that 
efforts are directed toward 
higher allocation of credit to 
priority sectors. In doing so, 
greater efforts should be dir¬ 
ected towards reaching the 
weaker sections of society to 
ensure that the population 
below the poverty line truly 
stood to benefit. 


* Following is the full text 
of the letter of the governor 
of the Reserve Bank to the 
Chairmen of commercial banks: 

At a meeting this afternoon 
with the chief executive of 
major scheduled commercial 
banks, I had the opportunity 
to review the monetary and 
credit trends against the back¬ 
ground of the current and 
prospective economic situation. 

Modest Growth 


industrial raw materials 
through imports. 

3. With a view to realising 
the objectives outlined above 
the Reserve Bank of India has 
decided on the following 
measures. 

(a) The incremental cash 
reserve ratio of 10 per cent of 


the demand and time liabili¬ 
ties accruing since January 14, 
1977 will continue. The aver¬ 
age cash reserve ratio will also 
continue at six per cent of de¬ 
mand and time liabilities. The 
minimum assets that consti¬ 
tute the liquidity requirements 
under Section 24 of the Bank- 


Department of Atomic Energy 


1. The growth rate of the 
economy in 1976-77 has been 
somewhat modest but this has 
coincided with a large expan¬ 
sion of almost 19 per cent in 
money supply. Though there 
has been a qualitative diffe¬ 
rence in the sources of changes 
in money supply between 
1976-77 and earlier years, in 
that foreign exchange assets 
and credit for foodgrains 
stocking have contributed sig¬ 
nificantly to this monetary 
expansion, all the same the 
excess liquidity so generated is 
bound to have its effect on 
monetary demand in the com¬ 
ing months. 

2. Reflecting the imbalance 
between aggregate demand and 
aggregate supply, pressures 
have developed on the price 
situation. The downward trend 
in prices during 1975-76 was 
reversed, with an increase of 
almost 12 per cent over the 
financial year in 1976-77. Dar¬ 
ing the current financial year 
so far prices have shown an in¬ 
crease of about two per cent. In 
this context, it is therefore, 
necessary that monetary and 
credit policy continues to be 
directed towards restraining 
monetary expansion* to the 
maximum extent possible, but 
at the same time, oriented to¬ 
wards promoting investment, 
aiding production and exports 
and augmenting supplies of 
essential consumer goods and 


On behalf of the President of India, the Director. Directorate of Purchase 
and Stores, Department of Atomic Energy, Bombay, invites tenders as de¬ 
tailed below: 

(1) Tender No. DPS: BARG: STY: 6037 due on 15-6-77. Computer cards 
made of manila paper, left corner cut for use with various types of computers. 
—20 lakhs. 

(2) DIS: PPED: EEQ: 250 due on 28-6-77. Dynamic balancing of PHT 
Pump Motor Roter (3.3 KV 1170 HP) with the fly wheel as per specification 
—2 Nos. 

(3) DPS: NFC: GEN: 164 due on 13-6-77. Low density, high alumina 
insulating bricks-200 Nos. 

(4) DPS: BARC: ELE: 11620 due on 16-6-77. Capacitors of 50 KV 2.5 

to 3 microfarad life 10,000 shots voltage reversal 80% as per purchaser's 
specifications. 

(5) DPS: STY: 360 due on 22-6-77. Cellulose tapes superior quality 
clear transparent, self adhesive in rolls of 65 mtrs. in different width. 

(6) DPS: HWP: ENG: 975 due on: 22-6-77. Stainless steel and ceramic 
raschings rings as per tender specification—20.55 cu.m. 

(7) DPS: ELE: 201 due on 29-6-77. Air break switch and fuses as per 
purchaser's specifications—160 nos. 

(8) DPS: NFC: PUR: 76 due on 1-7-77. Hard wood sleepers of 1 class 
quality, sal (US) (Shoria robusta) for broad gauge railway line U-category 
(durable) conforming to Indian Railway specifications.—4,000 nos. 

(9) DPS: RRC: PPF: 175 due on 22-6-77. Supply of seamless carbon 
steel tubes conforming to ASTM A 53 gr. B as per purchaser's tender speci¬ 
fication. 

(10) DPS: HWP: PPF : bl3 due on 30-6-77. Supply of fittings with ad 
ditional testing for C.S ultrasonic and magnetic particle examinations and 
CS.flangcs as per purchaser's tender specifications. 

(11) DPS: HWP: PPF: 164 due on 4-7-77. Supply of valves for sealant, 
water and steam services as per purchaser's tender specifications. 

(12) DPS: TAPS: ELE: 589 due on 22-6-77. B&S type brown glazed 
porcelain fog type disc insulator, confirming to l.S. 731/71 as revised upto 
date and as per purchaser's specifications. Qty—1000 nos. 

(13) DPS: RRC: ELE: 125 due on 23-6-77. Supply of electrical resis 
tance welded (ERW) rigid steel conduits and accessories for electrical wiring] 
as per purchaser's specifications. 

(14) DPS: RRC: ENG: 190 due on 24-6-77. Fabrication of alcohol 
washing and vacuum drying fixture as per purchaser's specification and draw¬ 
ings—2 nos. each. 

Tender document priced Rs. 5/- each for items at s.no. 1 Sc 2 Rs. l 0 /-cadi 
for items at s.no. 3 to 8 Rs. 15/- for items at s.no. 9 and 10 Rs. 20/- for items 
at s.no. 11 and Rs. 25/- each tor items at s.no. 12 to 14 and general conditions 
of contracts priced Rs 0.50p can be had from the Finance and Accounts 
Officer, Department of Atomic Energy, Directorate of Purchase and Stores, 1 
3rd floor, Mohatta Building, Palton Road, Bombay-400001, between 10 a.m 
to 1 p.m. on all working days except on Saturdays. Import licence will he 
provided except for items at s.no. 2,7,12 and 13 only if the items are not 
available indigenously. Tenders wifi be received upto 3 p.m. on the due date 
shown above and wifi be opened at 4 p.m. on the same day. The right is 
reserved to accept or reject lowest or any tenders in part or full without as¬ 
signing any reason. 

davp 645 (20)/77, 
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ing Regulation Act will also 
continue unchanged at 33 per 
cent. Banks are advised that 
while planning their overall; 
credit expansion and its de¬ 
ployment during 1977-78, they 
should take into account the 
lendable resources available 
to them after providing for 
the cash reserve and liquidity 
requirements in force. 

(b) In the present context, 
there is greater need than ever 
before to restrict the use of 
created money issued by the 
Reserve Bank. Hence refinance 
and re-discount accommoda¬ 
tion will be selective and at 
discretion of the Rtseivc 
Bank. However, banks will 
be entitled to the following 
facilities: 

(I) One per cent of the de¬ 
mand and time liabilities cal¬ 
culated as on the last Friday 
of March 1977. This will b: 
made available at a rate of 
interest of 10 percent per 
annum. This facility will be 
available uplo the end of 
March 1978. It is our inten¬ 
tion that this facility should 
be used for meeting the day- 
to-day clearing and other op¬ 
erational requirements and 
should not be regarded as an 
automatic entitlement for 
augmenting resources. 
Procurement Credit 

(II) At present, refinance 
relating to food procurement 
credit, is provided to the ex? 
tent of 50 per cent of the in? 
crease over an outstanding 
food credit level, of Rs IjOQO 1 
crores. It is now proposed,. 
with effect from June 1, 1977 to 
raise the base level not eligible 
for refinance from Rs 1,000 
crores to Rs 1,500 crores. 
For a food credit level in 
excess of Rs 1,500 crores, re¬ 
finance will be provided up to 
50 per cent of the increase at 
a rate of interest of 10 per 
cent per annum. Banks which 
have drawn refinance, in ex¬ 


cess of what will now be per¬ 
missible in terms of the new 
formula, are advised to dis¬ 
cuss with the Reserve Bank 
their schedule for complying 
with the level of new entitle¬ 
ment. 

: (III) Refinance, will be pro¬ 
vided up to 50 per cent of the 
incremental performance in 
export credit of a bank over 
the annual average perform- 
mance in 1976 (average of 
month-end outstandings). For 
purposes of determining the 
quantum of refinance, the cur¬ 
rent weekly outstanding level 
of export credit will be com¬ 
pared with the annual average 
for the preceding year. The 
rate of interest on export credit 
refinance will be 10.5 per cent. 
This facility will also be avail¬ 
able up to the end of March 
1978. 

Sectoral Deployment 

(IV) Any refinance other 
than the entitlements indi¬ 
cated above will be strictly at 
the discretion of the Reserve 
Bank of India in regard to 
amount of interest. Such ac¬ 
commodation will be on 
merits related to a bank's 
credit-deposit ratio and its 
sectoral deployment of credit, 
its involvement in* assisting 
capital investment through pro¬ 
vision of term loans and subject 
to Reserve Bank’s satisfaction 
about its resources planning. 

(V) The Reserve Bank has 
reviewed the development of 
bill financing system with 
particular reference to the in¬ 
centives provided including 
the re-discount facilities offer¬ 
ed by it; In the light of this 
review the Reserve Bank has 
decided to make available all 
re-discount facilities on a dis¬ 
cretionary basis. The basic re¬ 
discount quota equal to 10 
per cent of the inland bills 
purchased and discounted, 
which was previously made 
available on an automatic basis 


at the bank rate of nine per 
cent, will also now be on a dis¬ 
cretionary basis. AH discre¬ 
tionary re-discount facilities 
will be subject to terms and 
conditions stipulated by the 
Reserve Bank. I would like to 
clarify that this will not pre¬ 
clude banks obtaining re-dis¬ 
counts against bills at nine per 
cent where on merits the 
Reserve Bank is satisfied. 

Credit Restraint 

4. The ocjective of the policy 
is thus to continue a degree of 
restraint on credit. The oppor¬ 
tunity is also being taken for 
further rationalising its cost 
structure. It is accordingly 
proposed to revise the deposit 
rate structure as indicated in 
the annexure to this let- 
ler. An important element in 
the change is the distinction 
drawn between savings deposit 
accounts which are functionally 
transaction-oriented and others 
which more truly partake of 
savings. The new rates will 
come into effect from June 1, 
1977 except on savings depo¬ 
sits which will take effect from 
July 1, 1977. 

5. The Reserve Bank has also 
reviewed the rate of interest 
paid on deposits impounded 
through the enhancement in 
the statutory cash reserve 
ratios. Jt has been decided to 
step up the rate of interest 
paid on all impounded deposits 
from 5.5 per cent per annum 
to six per cent per annum with 
effect from June 1, 1977. This 
will apply to the additional 
basic cash reserves required 
to be maintained over and ab¬ 
ove the statutory minimum of 
three per cent as well as to the 
cash reserves related to incre¬ 
mental deposits. 

6. Consequent upon the re¬ 
alignment of deposit rates and 
the enhancement of the rate of 
interest allowed on impound¬ 
ed deposits, it is my desire 
that banks pass on the benefit 
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of the interest saving on de¬ 
posits and higher earning on 
additionally impounded de¬ 
posits to their borrowing con¬ 
stituents particularly in the 
priority sectors, by appropriate 
re-adjustments in their rates on 
advances. 

7. At present, interest rates 
on term loans extended by 
banks for capital investment 
by industry are around 15 per 
cent (including interest tax) 
up to seven years for periods 
over three years and, around 
14 per cent for term loans 
of over seven years (which 
are exempt from interest tax). 
In view of the need for further 
stimulus to long term capi¬ 
tal investment, banks are 
advised to charge a rate of 
interest not exceeding 12.5 per 
cent (inclusive of interest tax 
on advances where applicable) 
on term loans extended by 
capital investment to industry 
granted for periods of not less 
than three years. 

Inflationary Pressures 

8. In the context of the 
continued pressure on prices 
of certain commodities, there 
is need for making certain 
changes in selective credit con¬ 
trols. The high prices of edible 
oil call for some further tigh¬ 
tening of controls. In all 
appropriate cases, it has been 
decided to step up the margin 
by 10 percentage points in 
respect of bank advances 
against oils and oilseeds. 

9. In support of the govern¬ 
ment programme for import 
of edible oils and oilseeds, 
while also ensuring that the 
quantity imported is released 
for consumption without delay, 
the following relaxation in 
our selective credit control 
regulations on advances against 
oil and oilseeds have been 
made. Advances to all parties 
against such imported oils and 
oilseeds as are subject to 
selective credit controls will be 
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exempted from minimum flexibility in the application of 
margin and ceilling level of higher margins keeping in 
credit stipulations for a period mind the seasonal pressure on 
of four weeks from the date of demand for funds, 
arrival of stocks at the port in It is felt that in the present 
the case of oils and eight weeks situation, with the abatementof 
in the case of oilseeds. Beyond pressure on seasonal industries, 
this period, the respective banks should implement en- 
minimum margins stipulated hanced margin requirements as 
by our selective credit control advised in our letter of Janu- 
directives will apply. ary 14, 1977. The need to 

On such imported oils and economise the use of bank 
oilseeds which are not covered credit through appropriate 
by selective credit control, e.g. margins is of much greater rclc- 
palm seed and oil, sunflower vance in the present context, 
seed and oil and soyabeen and Pla nning Cell 
oil etc., a minimum margin of n ^ credit pIanning ce „ 
60 per cent should be stipula- wiU soon be forwarding ihc 

ted on credit outstanding cred j t budget proforma to en- 
beyond the period allowed. In able banks to prepare their 
view of the serious supply and quarterly and annual credit 
price situation in edible oils, budgcts for 1977 _ 78> It js our 
banks will have to ensure that intentioa t0 have thc usual 
there is no speculative holding crcdjt budget discussion with 
of imported goods with bank banks in due 

course. Credit 

credit and should stipulate pi ann j n g a t the individual bank 
appropriate terms and condi- level should bring about a 
tions to the credit sanctioned p;Utcrn of credjt deployment 

to this end. increasingly in tune with na- 

Tight Controls tional objectives and priorities. 

10. In respect of cotton, In particular, it is necessary 
there is need for continued that we direct our efforts to- 
tightness of control because of wards higher allocation of 
the shortfall in domestic pro- credit to priority sectors, 
duction. At the same time, the In so doing, greater effort 
offtake by mills of cotton should be directed towards 
imported by the Cotton Cor- reaching thc weaker sections of 
poration of India has to be the society to ensure that thc 
facilitated. For this purpose, population below the poverty 
advances to mills against im- line truly stands to benefit, 
ported cotton will be exempted Limits on Advances tit Urban 
from the minimum margin Cooperative Banks: The Reserve 
requirements. Banks should Bank of India has also reviewed 
however fix appropriate mar- the operation of the directives 
gins so as to ensure that there issued by it in January and 
is no undue stockpiling of March, 1975, regulating the 
foreign cotton by mills. advances (secured and unse¬ 

ll. We had advised the banks cured) of primary (urban) 
in January 1977, to step up thc cooperative banks and has 
margin on all types of advances amended certain stipulations, 
against book debts and inven- Among others, these relate 
tories by 10 per cent in respect to the relaxation of the 
of existing accounts, barring limit of unsecured advances 
certain exempted categories, from Rs 5,000 to Rs 10,000 to 
Subsequently, in February a single party for certain speci- 
1977, we had impressed upon fied purposes, such as trade, 
the banks to exercise necessary commerce, cottage and small- 


scale industry, housing and primary (urban) bank is permit- 
education. Unsecured advances ted to add 75 per cent of its 
to all the directors put together, paid up capital and reserves to 
the limit for which was hitherto die total of the time and 
Rs 10,000 only, can be given demand liabilities while work- 
upto Rs 50,000 in the case of ing out maximum limit on 
banks having total of the time advances for a period of three 
and demand liabilities (TDL) years from the date of becom- 
from one lakh rupees to rupees ing a primary cooperative 
one crore, and upto one lakh bank. The ceiling for total 
rupees in the case of banks unsecured advances to all 
having TDL above one crore members put together will 
rupees. This is, however, continue to be 33-1/3 per cent 
subject to the ceiling of of TDL. The amended direc- 
advances to each single party tive comes into force from 
referred to above. A new June 1,1977. 

Annexure 


Rate of interest on deposits payable by scheduled commer¬ 
cial banks, effective June 1,1977. 



Existing 

Proposed 

I. Saying Deposits 

% 

% 

Scheduled commercial banks 

1. With demand and time liabili- 

ties up to Rs, 10 crores 

5.5 

30% on savings 

2. With demand and time liabili¬ 
ties between Rs 10 and Rs 25 

crores 

5.25 

deposits with 
cheque facilities 
and 5% on savings 

3. With demand and time liabili¬ 

5.0 

deposits accounts 

ties above Rs. 25 crores 


without cheque 

II. Fixed Deposits 


facilities. 

1. 15 to 45 days 

3.0 

3.0 

2. 46 to 90 days 

3.5 

3.5 

3. 91 days to less than 6 months 

5.5 

4.0 

4. 6 months to less than 9 months 

6.0 

4.5 

5. 9 months to less than 1 year 

7.0 

5.0 

6. One year to 3 years 

8.0 

6.0 

7. Over 3 years up to 5 years 

9.0 

8.0 

8. Above 5 years 

10.0 

10.0 


Note: 1. Scheduled commercial banks with demand and time 
liabilities less than Rs. 25 crores are allowed to pay, at their 
discretion, additional interest of 1/4 per cent per annum on all 
savings deposits and on term deposits up to and inclusive of 
five years. The rate of interest for deposits above five years will 
be only 10 per cent. 

2. No cooperative bank is allowed to pay interest on depo¬ 
sits in excess of die rates specified below, over and above the 
rates prescribed above. - 

Excess rate permissible over die above rate 
State cooperative bank 1/4 per cent 

Central cooperative bank 1/2 per cent 

Primary cooperative bank 1 percent 

Except on savings deposits which will take effect from July 1, 
1977. 
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GROW MORE TREES 
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generations and faces that have not seen him shall bless him." 

Gram : "WOODPULP" Calicut Phone : 73973-74, Calicut 

Telex : 084 - 216 51 and 52 Mavoor 

( Use PIN Code. It Helps Speed Up Your Mail > 

Printed and published by R. P. Agarwala on behalf of the Eastern Economist Ltd., United Commercial Bank Building, 
Parliament Street, New Delhi, at the New India Press, K-Block, Connaught Circus, New Delhi. 

Editor : V. Balasubramanian Registered at the GPO, London, as a newspaper 



Licensed to post without prepayment U-54 
Regd. No D(Q 257 

Registered with the Registrar of Newspapers 
for India under No. R.N. 535/57 


r 


»'vw WWVWUVvvwVWVVWWV W WW^ WWWVWVVWWVWWWWWWWW WVt*/VWV* W*A*<Vfc<** n/VWWW%£ 

I 


sHimiMB 


5 



your being 




JIYAJEE brings yon 
Terene* Suitings and 
100 % Cotton Fabrics toe. 

For her and the little ones 

a superb range of Dresa 

Materials. A variety in 
Terene’ Suiting, Shirting 
and Cotton Fabrics in 
defferent colours and 
weaves to suit 
and everyone. 

JIYAJEERAO COTTON 
MILLS LIMITED 
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One good turn... 

At the press conference In Bombay on May 31, when leading businessmen and 
industrial houses announced that they had resolved not to increase during the next 
seven months the prices of the products manufactured by them, an irreverent journalist 
asked whether this declaration had anything to do with the impending elections for 
several state assemblies. The insinuation, of course, was that, true to their form of 
trying to be on the right side of the ruling party, the industrialists concerned were 
merely trying to blow some wind into the sails of the Janata party in a politically 
significant context. There would of course be nothing to object to, even if the purpose 
of the businessmen who made the Bombay declaration was to do an act of political 
kindness to the party in power in the hope that such gestures of goodwill or more were 
not usually forgotten. Faith like this is generally not belied and, in fact, it is only 
such acts of faith which keep this imperfect world of ours going, however erratically. 

The prime minister has seen in the Bombay declaration a response from the business 
community to his exhortation to it to observe a voluntary price freeze till such time 
as the government’s anti-inflation programme begins to weigh in. Mr Morarji Desai, 
too, is, in his own way, a man of business and realises no doubt that the timing of the 
Bombay declaration may have as much to do with the forthcoming central budget 
as with the state elections. Perhaps more. One consequence of the presentation of 
this budget being postponed to the middle of this month is that it has given sufficient 
time to the concerned interests to make representations to the new government 
regarding fiscal policy or tax changes. This opportunity has on the whole been made 
good use of, not only in terms of immediate benefit to the business community, but 
also to the greater good of the country. The Finance minister has been flooded with 
suggestions for irrigating the national economy, parts of which certainly seem to be 
drought-prone areas. Mr H.M. Patel thus has had much swimming to do in all this 
abundance of water, reminding us of Hilaire Belloc's water beetle: 

“Should he ever stop to think 

Of how he does it, he would sink”. 

All the same it is both tempting and reasonable to assume that the Finance minister 
has in fact been able to do a lot of thinking, in which case he would have surely 
figured out certain priorities for fiscal policy which, hopefully, should be to the liking 
of the business leaders behind the Bombay declaration, now being endorsed in 
widening circles of business opinion. These priorities, again hopefully, will be the 
bringing down of manufacturing costs, the improved utilization of installed capacities 
in various industries and the revival of the capital market. Although these objectives 
could be separately stated for convenience of discussion, they are obviously inter¬ 
related. The fhller utilization of capacity for instance could be the cause and also the 
consequence of lowering production costs. Similarly, the more profitable utilization 
of existing capacity provides both the climate and the resources for expansion of 
capacity, which has direct relation also to the reinvigoration of the capital market. 

The voluntary price freeze declared by the manufacturers could bring actual benefits 
to the consuming public only to the extent that the manufacturers, sincere themselves, 
are also able to provide some general surveillance over the distribution channels. The 
Bombay declaration has made it clear that the voluntary price freeze could only be held 
for a short period, the implication being that the government’s anti-inflation policy 
should make effective use of the time thus gained to stabilize the price line by helping 
industry to cut costs and raise production. Thus a suggestion has been made very 
firmly and also most tactfully to the central government that it should produce 
a budget which will make sense of the voluntary price freeze. Consequently the 
central budget will be scrutinised in terms of how it proposes to help hold the price 



line in a context of rising production and 
consumption. 

The Finance minister could very con¬ 
siderably lessen his burden if he were to 
start, as he easily could, with the pro¬ 
position that both direct and indirect taxa¬ 
tion need to be brought down selectively 
for stimulating demand in economy, while 
still encouraging saving and investment. 
A host of suggestions has been made to 
him regarding reductions in direct taxa¬ 
tion on individuals or companies or reliefs 
in respect of central excise duties. It may 
be granted at once that the Finance 
minister does not have revenue to throw 
away, but the government’s basic policy 
of economising on public spending or 
outlays give him more scope for 
manoeuvre than his predecessors had. 

cautionary tale 

Meanwhile, Mr Patel may perhaps draw 
amusement and possibly instruction from 
what is essentially a cautionary tale pub¬ 
lished in the form of a short book review 
in a recent issue of Th: Times (London). 
Dr Barry Bracewell-Milnes, a former 
economic director of the Confederation of 
British Industry, now studying tax systems 
at Erasmus University, Rotterdam, has 
written a paper entilted “The State of 
Taxation”. He challenges the notion that 
the tax avoider necessarily shifts a burden 
on to his fellow taxpayers. He argues 
that marginal losses of cash indicted on 
the exchequer are not necessarily bad for 
the community since those losses may 
simply cause the government to spend less 
than it would otherwise do—a result which 
Dr Bracewell-Milnes apparently considers 
to be not too bad a thing. He points out 
that tax payment is not the only alter¬ 
native to avoidance. The taxpayer may 
switch to another type of activity that 
would reduce rather than raise tax revenue. 
He says that avoidance, associated with 
a desire for self-enrichment, may increase 
economic activity and so benefit other 
taxpayers directly as well as by increasing 
the tax yield. While concluding that tax 
avoidance and evasion may be good for 
Britain, Dr Bracewell-Milnes recommends 
that the only way to reduce tax avoidance 
without causing people to work or save 
less is to reduce the highest rates of tax, 


especially those on investment Income and 
capital transfers. 

His paper, published by the Institute of 
Economic Affairs, is reported to have 
been welcomed by Lord Houghton of 
Sowerby, a Labour peer and former 
cabinet minister, who was secretary of the 
Inland Revenue Staff Federation from 
1922 to 1960. Dr Bracewell-Milnes is 
perhaps less of an original thinker than he 
believes. At any rate there was a story 
circulating in this country years ago, 
which suggests that others besides him 
had tended to look at tax avoidance with 
a kindly eye. Prime minister Jawaharlal 
Nehru was visiting Washington, where he 
and the then president of the World Bank, 
Mr Eugene Black, fell to discussing that 
cver-grcen subject, the Indian economic 
situation. Mr Black reportedly asked 
whether the Indian government had a 
system of making state awards for patrio¬ 
tic citizens who had served their country 
well. On being told that such awards 
were being made, Mr Black suggested that 
it might not be a bad idea for the Indian 
government to give some of those awards 
to big tax evaders as, but for them, as 
Mr Black put it, Indian economic growth 
might not have been even what it was. 

Patriotism has been identified with 


The development of general insurance business 
is proceeding at a slow pace in this country which 
is mainly attributable to the fact that adequate 
facilities for reinsurance arrangements for Indian 
companies do not at all exist. But this difficulty 
must be removed if Indian companies are to be 
enabled to participate in non-life business on a 
larger scale in the future. It is quite probable 
that foreign insurers doing business in India for 
considerable time past will exercise pressure on 
reinsuring companies abroad to withhold as far as 
possible reinsurance facilities to Indian companies 
in foreign countries in order to prevent them from 
accepting this type of business. The Sub-Com¬ 
mittee, therefore, recommends that an Indian 
Reinsurance Corporation should be started either 
as a State-controlled or private institution. The 
financial commitments involved have not been 

—■■■ ' — .. 


many things on many occasions and this 
journal is not going to pretend to be 
horrified when it happens to be identified 
with not rendering unto Ceasar all that 
Ceasar mistakenly believes to be his. 
The moral surely is that heavy taxation, 
particularly when it is wholly effective, 
could diminish economic activity to an 
extent which is not generally appreciated, 
especially among those who either impose 
it for political reasons or are not affected 
by it personally as taxpayers. 

It has often been said that the Indian 
polity received the gift of universal fran¬ 
chise before its people were politically 
literate enough to make proper use of it. 
Whether this is true or not, the Indian 
economy has certainly been victimised by 
extravagant notions of taxing the people 
for their own good before the processes of 
its development could really cope with 
this persecution. It is beyond dispute that 
the steady acceleration of additional taxa¬ 
tion over a period has been accompanied 
by increasing dependence on the part of 
the government on inflationary means of 
financing its expenditure, economic distress 
and social unrest among large sections 
of the population, rising costs and arrested 
trends of production, impoverishment 
of the capital market and widespread 


worked out so as to indicate what burden is likely 
to be placed on the Government, nor has the sug¬ 
gestion of the Sub-Committee that amount of the 
War Risk Insurance Fund should be used for 
starting a nucleus fund for the corporation found 
unanimous support in the report. But it is surely 
up to the insurers themselves to work out the 
details of the scheme for setting up the corpora¬ 
tion as a private enterprise. The Sub-Committee 
is not slow to point out in which direction insurers 
can take joint action to foster the development of 
the industry. It suggests that insurers should 
start investigation under the directions of actuaries 
into the actual experience of separate companies 
regarding mortality. The data so collected can 
be used for the compilation of a combined morta¬ 
lity table which may be used for improving 
methods of selection. 
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cynicism about growth prospects. This 
must bo sufficient provocation surely for 
the government to ask itself whether the 
re-orientation of fiscal policies or attitudes 
has not become overdue. 

The present administration at the centre 
must be relatively less inhibited from un¬ 
dertaking this review. Fortunately, it starts 
with the advantage that even the previous 
government was compelled to have second 
thoughts on the virtues of ever-increasing 


At the first meeting of the reconstituted 
Consultative Committee of Parliament 
concerned with the Commerce ministry 
held recently in the capital, the minister, 
Mr Mohan Dharia, is reported to have 
said that the central government would 
not take over any sick textile mill in future, 
but, it would act as a catalyst provided a 
state government came forward with a 
viable scheme for any particular unit. As a 
statement of policy, Mr Dharia's obser¬ 
vations could have been more lucid. How¬ 
ever, we welcome the implication that the 
present government has no great enthu¬ 
siasm for sinking public funds in derelict 
or otherwise obsolete plants. Mr Dharia 
also said that a decision had been taken 
not to de-nationalise the mills already 
taken over by the government. This 
should not be the final word on the sub¬ 
ject for it is clearly in the public interest 
that the government should be on the 
look-out for opportunities of handing 
'over units for which there might be takers 
from private industry. 

realistic approach 

Indeed, a more realistic approach to the 
problem was indicated by the Finance 
minister, Mr H.M. Patel, who said at 
Ahmedabad on May 29, 1977 that those 
sick textile mills which could not be made 
viable should be allowed to die a natural 
death, , This is undoubtedly a logical 
approach to a complex problem which 
has been handled differently hitherto. 
Afraid of the closure of sick units creating 
labour problems, the previous Congress 
government nationalised them and invest- 


taxation by the compulsions of the econo¬ 
mic situation in recent years. In this 
sense, Mr H.M. Patel is only being 
required to proceed further towards the 
light that has already been seen at the end 
of the tunnel. This being so, he could 
perhaps feel thankfbl for the wide range 
of the suggestions which have been before 
him with a view to assisting him in feeling 
his way. A freer economy is so very 
much a sensible part of a free society. 


cd substantial capital in them in order to 
make them viable even though the expert 
view was to the contrary. The setting up 
of a new unit, according to experts, was 
preferable to the renovation of an old one 
which had been reduced to scrap. It was 
indeed unfortunate that the advice of 
experts had been ignored by the previous 
government resulting in the sinking of 
additional scarce financial resources in 
ventures of doubtful viability. 

crisis in cotton textiles 

That the cotton textile industry is cur¬ 
rently in the midst of the worst crisis faced 
by it during the last 20 years, was stated 
by Mr Kasturbhai Lalbhai—one of our 
senior businessmen—recently at Bombay 
where he had invited leading industrialists 
to chalk out a programme for extending 
cooperation to the government in holding 
the price-line. It was in response to the 
prime minister's appeal to maintain the 
price level that representatives of the 
leading industrial houses and major indus¬ 
trial units had voluntarily agreed to a 
“price freeze” till the end of the current 
year. Howe\er, not all the cotton textile 
units are m a position to honour this 
commitment. According to Mr Kastur¬ 
bhai Lalbhai, out of 690 units in the 
country as many as 150 units arc in the 
red. He has therefore argued that the 
price freeze cannot be made applicable to 
losing cotton textile units because it will 
lead to their eventual closure, causing not 
only loss in production but also increase 
in unemployment. Mr Kasturbhai Lalbhai 
has also cited the case of a textile unit 


which incurred a loss of more than three 
crores of rupees last year; such units 
surely cannot be bound down by a price 
restrictive measure. 

moot question 

The moot question is: Why do textile 
mills turn sick at all? A recent study 
made by the National Productivity Coun¬ 
cil* has analysed the problems currently 
facing this premier industry and has come 
to the conclusion that a number of factors 
have combined to put it in bad shape. 
Inefficient management of financial resour¬ 
ces, flight of capital, dissipation of inter¬ 
nal reserves and surplus, heavy borrow¬ 
ings and dividend policy unrelated to 
profitability are some of the maladies 
which have brought about ill-health to 
this industry. The cumulative effect of 
all these factors including intermittent 
power shortages and deteriorating em¬ 
ployer-employee relations has been a 
sharp fall in the utilisation of the capa¬ 
city of thh industry. Over the last 18 
years, this industry has not been able to 
utilise its installed capacity more than 75- 
per cent in the case of spindles and 68 per 
cent in the case of looms. The estimated 
output loss due to under-utilisation of 
capacity has been about 184 million kg 
of cotton yarn and 182 million kg of 
woven piecegoods per annum. 

The two dominant factors which have 
done great damage during recent years are 
the shortage of cotton and the inefficient 
and technically obsolete stock .of plant 
and machinery of textile units. The 
National Productivity Council has stated 
that “about 60 percent of the total install¬ 
ed capacity is more than 30 years old and 
another 20 per cent is in the weak and 
marginal units. The impact of this ineffi¬ 
cient and outdated plant and machinery 
on the cost of operations is anybody’s 
guess. This has not only impaired the 
capacity of the industry to compete in 
the world market, but has also prevented 
it from supplying adequate woven goods 
at cheaper rates in the domcsilc market. 
Even more important, it has reduced 
severely the profitability of the industry. 


*Productivity Trends in Cotton Textile Indus¬ 
try in India ; published by National Productivity 
Council, New Delhi. 
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saiy finance for purchasing inputs in right 
quantity and in right time. They also need 
to be provided with the financial capabi¬ 
lity to carry stocks so as to prevent dis¬ 
tress sales. The ICMF has suggested that 
loans to these mills should be granted up 
to at least 75 per cent of the total value 
of the old and new machines put together 
including lands and buildings. Such mills 
also require assistance of bill marketing 
facilities wherever they do not exist. 

The third and the last category is of 
those mills which have incurred substan¬ 
tial losses in 1975 and 1976. Because of 
these losses, the banks are not coming for¬ 
ward with any financial assistance to them. 
The ICMF has suggested that a separate 
fund should be created by the government 
from which the working capital require¬ 
ments should be made available to these 
mills by way of clean term loans at low 
rates of interest. The repayment of such 
loans, it is suggested, should be spread 
over a sufficiently long period to enable 
pay-back in annual instalments. 

It is conceded that the government has 
adopted the right approach in refusing to 
take over the sick mills but it is essential 


that it should not completely shut its eyes 
to their current problems. In fact, it is 
time that a national textile policy was 
evolved which may ensure the welfare and 
progress of the industry as a whole. The 
Committee on Essential Commodities and 
Articles of Mass Consumption which was 
presided over by Mr Mohan Dharia 
in 1973 (he was the minister of Planning 
in the previous Congress government) had 
suggested that the essential mass consump¬ 
tion goods including cloth should be made 
available to the public on a continuous 
basis by ensuring reasonable stability in 
their sale prices. The report had indicated 
that the sale price of a consumer product 
should cover the essential costs but steps 
should be taken to bring it down to a 
reasonable level so that the consumer is 
not charged an excessively high price. The 
cotton textile industry can live up to the 
norms set by the Mohan Dharia committee 
only if essential financial help comes forth 
from development banks for the moderni¬ 
sation of machinery and from the commer¬ 
cial banks for the purchase of essential 
inputs so that financial stringency does not 
thwart their working results. 


Indo-Swiss dairy project 


thereby reducing its capacity to generate 
reinvestible surpluses”. 

Regarding the indigenous supply of 
cotton it is well-known that this country's 
output has not kept pace with growing 
demand and the shortfall for the last 
many years has been covered through 
imports. Because cotton prices all over 
the world have risen, the government has 
in recent months been encouraging the 
mills to make use of man-made fibres 
such as viscose, polynosic and polyester 
fibres. While this is a welcome develop¬ 
ment leading to increased use of man¬ 
made fibres, it also assumes that the area 
under foodgrains will not be diverted to 
cotton. In other words, this country will 
remain dependent on imports of cotton 
or man-made fibres in order to cover the 
shortfall in this fibre. 

sympathetic handling 

The problems of the mills which arc 
economically viab e but which find th.m- 
selves in financial difficulties due to 
government’s policies or otherwise wi 1 
need to be sym latheti ally tackled be¬ 
cause an inordinately large number of 
textile units connot be allowed to fade 
out of existence. It is n cessary that the 
government should take su :h measures as 
would help these viable but temporarily 
sick units to move cn to the road of 
recovery. 

The Indian Cotton Mills’ Federation 
(ICMF) has categorised the sick mills in 
three broad groups. To the first group 
belongs such mills as arc viable but which 
are facing difficulties arising out of the 
liquidity position consequent upon the 
costs having gone up. Since the credit 
limits in the case of such mills have been 
fixed for some time and have not been 
readjusted, these mills find themselves in 
financial straits. It is necessary that the 
commercial banks should assist them by 
revising the credit limits taking into 
account the current costs of production. 
The Tandon Committee norms about 
inventories and credits have also created 
problems for several textile units and it 
has been rightly suggested that these 
norms should not be made applicable to 
this group of cotton textile units. 

The second group of mills includes units 
which are in a state of incipient sickness. 
These mills need to be helped with neces- 


A systematic introduction of exotic in¬ 
heritance into local stock through bilater¬ 
al projects on crossbreeding has proved to 
be an important measure for increasing 
milk production potential in this country. 
The projects seek to evolve crossbreeds of 
foreign high-yielding stock from the 
Indian cow, which through natural selec¬ 
tion over centuries has developed many 
positive characteristics making it the most 
suitable and the best adapted animal for 
the prevailing environment. Several states 
have initiated crossbreeding projects with 
improved Jersey, Holstein, Red Dane and 
Brown Swiss breeds. The last of these 
has been selected for popularisation by 
the Indo-S)viss Dairy Project in Kerala. 

Starting in the high ranges of Kerala 
in 1963, the Indo-Swiss project aimed at 
the creation of a new breed of cattle 
adapted to local conditions along with a 
systematic promotion of fodder produc¬ 


tion. The programme was extended in 
1969-70 to the plains of Mavelikkara 
region of Alleppey district. The objec¬ 
tive of the project was that the optimum 
proportion of foreign blood in the cross¬ 
bred should be between 50 per cent and 
75 per cent, because Brown Swiss has the 
qualities of heat tolerance, adaptability 
and draught power. These factors have 
enabled the successful introduction of 
this breed in iropical zones around the 
world. 

A recent assessment of the economics 
of crossbred cattle undertaken by the 
National Dairy Research Institute, in the 
districts of Idukki and Alleppey of Kerala, 
where crossbred cattle have been provid* 
ed to the people, has revealed that the 
gains in the productivity of milch cattle 
and in raising the economic status of cat¬ 
tle keepers *n the area were substantial. 
The survey report has, however, added 
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that further extension of the experiment 
would largely depend on the determination 
and zeal with which a composite and inte¬ 
grated package comprising cattle breed¬ 
ing, fodder production, veterinary aid, 
milk marketing and credit would be taken 
to the rural population still untouched by 
the programme. 

The profitability in the business of milk 
production depends upon the yield levels 
and the prevailing price of milk in the area. 
The profit bearing level for Brown Swiss 
crossbred cows starts with the production 
level of three to four litres in plains and 
one to two litres for settler farmers and 
tea garden labourers, who maintain their 
cows largely on green pastures. Below 
these levels of production, the business is 
a losing proposition. 

economical use 

The report reveals that the cost of ani¬ 
mal feed to produce a litre of milk varies 
widely from Rs 1.21 in the plains to only 
Rs 0.15 with tea garden labourers in the 
extension areas. This shows that it is 
economical to produce milk where fodder 
is available rather than transport cattle 
to the places where milk is demanded. 
Net income per cow, however, is the 
highest with animals fed predominantly 
on farm grown roughage, which yields 
high marketable surplus of milk per 
cow. 

The standards followed in the feeding 
of lactating cows have been far below the 
recommended levels in all the areas where 
the study was conducted. An alarming 
situation was discernible in the dry season 
when availability of dry feed fell to about 
15 per cent of the requirement of Brown 
Swiss crossbred animals-in-milk belonging 
to tea garden labourers. Such a state of 
affairs might result in a decline in the milk 
production and much of the usefulness of 
crossbreeding might be lost. 

It appears that the owners of crossbred 
cows take better care of their animals, 
including indigenous breeds, in compari¬ 
son to the cattle owners in other areas. 
The Brown Swiss crossbred young stock 
is, of course, better tended than the young 
stock of other breeds. In other areas 
young stock is considerably underfed, the 
amount of dry feed availability being less 
' * ■ 
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than 50 per cent of the requirement 
Underfeeding was particularly pronounced 
in young stock maintained by the tea 
garden labourers. This was reflected in 
delayed maturity and less than optimum 
productivity after attaining breedable age. 

The annual net return per cow in the 
case of Brown Swiss crossbreds has been 
between Rs 575 and Rs 875 in the exten¬ 
sion areas, while the return in other areas 
where such improved varieties have not 
been made avaieable ranges from an 
actual loss of Rs 60 in a year to a profit 
of Rs 400. In other words, the net gain 
has been positive and substantial in the 
case of cross breeds alone. 

The regression coefficients calculated in 
the report conclusively prove that the 
unit increase in the availability of green 
fodder and concentrate results in greater 
increase in milk production in case of 
crossbred cows than in the case of indige¬ 


nous breed. The cost-benefit Analysis 
made in the report reveals that the entire 
project would recover its cost within 25 
years with 10 per cent social rate of 
return. This, however, is a conservative 
assessment because the indirect benefits 
such as the shift of the house-holders from 
money lenders to institutional sources 
for funds to buy crossbred cows have 
not been taken into account. 

Although the extension of improved 
varieties of cattle is a slow process, the 
gains of the project lead to the obvious 
conclusion that the service should be 
made available to more and more house¬ 
holds. Now that the necessary infrastru- 
ture to extend the programme has been 
developed, the facility of crossbreeding 
should be made available in other dist¬ 
ricts in the state also to make dairy farm¬ 
ing profitable for larger number of 
peasants and workers. 
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Indira Gandhi and Eastern Economist 


To listbn to the prime minister’s 
Republic Day broadcast was an interest¬ 
ing experience indeed. There was the 
appeal of the voice—fresh and feminine. 
Mrs Indira Gandhi, again, speaks English 
pleasantly. It was thus quite a treat to 
listen to her. It was also some fun. As 
she proceeded, the feeling gained on me 
that I was being read a neat little essay 
by a bright college girl. The theme of 
the essay, of course, was “What I would 
do if I were Jawaharlal Nehru’s daughter 
and also the prime minister of India.” 

Naturally, when it was all over and 
that voice had faded away, my mind began 
to fuss a bit. Has the prime minister—I 
asked myself-—a real and adequate 
appreciation of the complexity and ur¬ 
gency of the problems confronting her, 
the government and the country? It 
is tiue, no doubt, that Mrs Gandhi duti¬ 
fully recounted the familiar issues—food, 
foreign exchange, good relations with 
Pakistan, peace on the frontiers and the 
like. But this reiteration of them was 
, somehow not sufficient to satisfy me that 
she, in fact, saw them as priorities in 
policy-making. This was perhaps because 
her speech as a whole produced the effect 
that she was more interested in being the 
executrix of her father’s Will and Testa¬ 
ment than in acting in the context of the 
present and the perspective of the future. 
It is not going to be easy, I am afraid, 
for her to realise that the nation is not 
exactly waiting on her to perpetuate the 
Nehru legend or any other legend. 

* * 

To some extent, the circumstances in 
which she became prime minister arc apt 
to confuse issues for Mrs Gandhi. It is 
true, of course, that the Congress presi¬ 
dent chose her because she was the 
daughter of her father, but it is just not 
true that this country has had to have her 
as prime minister as it can be governed 
only in the Nehru name. Mr Kamaraj 
v/as desperately in need of a candidate 
who was not only sure to defeat 
Mr Morarji Desai but who could be 
acceptable as a compromise or act as 
a damper to soaring ambitions in his own 
camp or around it. To put it bluntly, 
the Congress president had concluded 
eastern economist 


that it was safer to ask the Congress 
parliamentary party to vote for an image 
rather than an individual. In fairness to 
Mr Kamaraj, it must be said that he 
seems to have few other interests in his 
political life than to ensure that the Con¬ 
gress continues in power and remains the 
dominating ruling party that it is today. 

r -^ 

J From “The Moving Finger 

I Writes” of February 4, 1966. 
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In the past, the party had dominated the 
electorate to the extent it had done only 
partly by virtue of its policies or pro¬ 
grammes, but largely on the strength of 
its historic role in the freedom struggle 
the charisma of Jawaharlal Nehru and the 
vague suggestion of identity with village 
India which the party's election symbol, 
the yoked pair of bullocks, managed to 
convey. With the next general election 
only some months away and its glamour 
dulled by long years of coarsening office, 
the Congress party is obviously in need 
of learning new tricks or tactics for the 
coming battle of the ballot. 

The electorate is being swamped by the 
new generation which is more interested 
in what me make of Independence than 
in the fact of Independence itself So 
long as Jawaharlal Nehru was there to 
cast his spell, it was possible for the ruling 
party to make the pie in the sky appear 
more solid and substantial than the bird 
in the hand. Nehru has gone but the 
Congress leadership still has need of the 
Nehru magic; and so Mr Kamaraj has 
decided that the Nehru name should be 
the election symbol, although the bullocks 
may continue to be registered with the 
Election Commissioner. The danger in 
all this, of course, is that the relentless 
men who are in possession of the party 
machine may exploit the prime minister's 
name and personality to do their demago¬ 
gic damnedest. In the circumstances, it be¬ 
comes the moral duty of the prime minister 
to prevent her position being thus misused. 

The question is whether Mrs Indira.. 
Gandhi may not encourage, even if un¬ 
wittingly, the demagogic use of her name 
1080 


and position. For instance, one of her 
first acts on becoming prime minister was 
to announce that she had directed that 
adequate food supplies be rushed to 
Kerala and that she also ii. tended to visit 
the state as soon as possible. Now, while 
the rushing of food supplies to the stricken 
state is certainly a sensible act which, 
incidentally falls within the routine of 
administration, 1 fail to see the point of 
Mrs Gandhi wanting to rush there too. 
It would be more useful if she could use 
her influence to persuade surplus states 
to spare more rice more quickly for the 
benefit of the people of Kerala. Her 
visiting Trivandrum, with all its VIP 
ceremonials, could only be a distraction 
to an administration, the preoccupation of 
which ought to be with the efficient distri¬ 
bution of available food supplies. It may 
be contended, of course, that Mrs Gandhi's 
presence in Kerala would boost the morale 
of the people, but, surely, some more 
well provisioned fair-price shops could 
be more relevant to relieving their hunger. 

The food problem, in fact, should be 
managed with a minimum of sentiment 
but with the utmost organisational 
efficiency. 1 am afraid that there is too 
much disposition in our midst for one to 
wear one's heart on one's sleeves. The 
prime minister, for instance, made a point 
in her broadcast of the government's 
anxiety that the nutrition of mothers and 
children in areas deficit in foodgrains 
should not be allowed to suffer. This is 
an estecmable sentiment, but frankly, does 
Mrs Gandhi really believe that the govern¬ 
ment’s rationing arrangements are capable 
of such delicate refinements? In any case, 
the people concerned, including mothers 
and children, would consider themselves 
blessed if they could get regular supplies 
at reasonable prices of basic foodgrains, 
neither too meagre in quantity nor too 

excessively, adulterated_Let us by all 

means talk about the nutrition of mothers 
and children, but let us start doing so 
after we have seen to it that the govern¬ 
ment succeeds in managing a basic 12-oz. 
ration far people m ide to or having to 
depend wholly on government controlled 
distribution of foodgrains. 

(Extract from the column by^B.) 
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CAPITAL’S 

CORRIDORS 

R. C. Ummat 


Foodgrains stocks 

Even though this year's procurement of 
wheat and other rabi foodgrains may not 
exceed 75 per cent of the approximately 
six million tonnes procured last year, the 
union government is understood to be 
exploring ways and means of lightening 
the burden of the accumulated food 
stocks. 

Till the end of last week, about 3.4 
million tonnes of rabi grains, mostly 
wheat, had been procured as against 
approximately 4.5 million tonnes up to 
that period last year. This, of course, 
is not surprising because of two reasons, 
first, the crop this year has been lower 
and the untimely rains in the first ten days 
of May not only affected threshing opera¬ 
tions but also market arrivals. Second, 
the private trade has been allowed to 
purchase this year much larger quantities 
of foodgrains than had been the case last 
year. Moreover, all restrictions on the 
movement of rabi grains have been 
removed with the result that these grains 
can be transported without any hindrance 
even on private account to any part of 
the country. 

storage problem 

The anxiety of the government to bring 
down to some extent the accumulated 
stocks currently said to aggregate to 
around 21 million tonnes: an overwhelm¬ 
ing proportion in the form of wheat—is 
not unwarranted. The permanent storage 
i available with the government can accom¬ 
modate just 12/13 million tonnes. Large 
! quantities of grains, even from the last 
S year’s crop, therefore, are still lying in the 
open in covered and plinth (CAP) storage. 
There is a serious danger of this stock 
deteriorating fast and even being damaged 
with the onset of the monsoon season. 


• Interest rates 

Part of this year’s procurement also has 
been of rain-affected wheat. 

The cost of maintaining such huge 
stocks has its implications for the eco¬ 
nomy in the sense that large funds have 
been locked up in it. This incidentally is 
one of the principle reasons responsible 
for the expansion in the money supply 
with the public. With the easier avail¬ 
ability of foodgrains in the open market 
at pr ces around or not much above the 
procurement prices, the off-take from the 
fair-price shops, particularly of wheat, has 
been going down progressively. The 
monthly releases from the stocks, includ¬ 
ing the quantities supplied to flour mills, 
do not exceed half a million tonnes. The 
recycling of the stocks, thus, is becoming 
an arduous task. 

three proposals 

Three proposals are understood to be 
under the consideration of the government 
to bring down the stocks within manage¬ 
able levels. First, the government is 
anxious to repay the USSR wheat loan 
which was received two years ago when 
the country faced a critical food situation. 
About one-fourth of this loan has already 
been discharged through the sale of other 
commodities to the Soviet Union. But 
still 1.5 million tonnes loan has to be 
repaid. The second proposal envisages 
reduction of the issue price of wheat for 
sale through fair-price shops by Rs 10 per 
quintal so that the off-take from these 
shops can be stimulated. The third pro¬ 
posal is to export wheat products to the 
west Asian and some other countries 
which have large populations of Indian 
origin. 

A team from the Soviet Union is 
expected here shortly to hold discussions 
with the government of India on the 


repayment of the wheat loan. Earlier it 
was envisaged that half of this loan would 
be paid back in wheat of comparable 
quality and the other half in the form of 
exports of other Indian products. The 
government now appears to be desiring 
that the Soviet Union should take the 
remaining i .5 million tonnes in the form 
of wheat itself. One important point that 
is expected to crop up in this connection 
is that the Indian wheat being softer than 
the wheat received by us under the Soviet 
loan, will not be strictly of the same 
quality as that loaned to us. We, of 
course, do have imported wheat in stor¬ 
age, but it belongs to the last year’s crop. 

amicable settlement 

It remains to be seen whether the pro¬ 
posal will be acceptable to the Soviet 
Union. If the forthcoming talks materialise 
in the shipment of some wheat to the Soviet 
Union, the accumulated stocks would get 
reduced to that extent. An amicable settle¬ 
ment of the issue perhaps may have to be 
found in some adjustment in the price of 
our wheat allowing for the difference in its 
quality and that of the wheat got on loan. 
There, however, should be some imported 
wheat available in the silos. The Soviet 
Union should not have any objection to 
taking that in discharge of its loan as silo 
storage can maintain the quality of 
wheat for nearly two years. 

A cut in the issue price of wheat for 
supplies to fair-price shops, indeed, can 
be expected to stimulate off-take of stocks 
with the government. But this will push 
up the central subsidy on foodgrains very 
markedly. This proposal, therefore ,has 
to be considered by the government very 
carefully. The increase of Rs 5 per quintal 
in the procurement price of wheat this 
year has already increased this burden 
quite significantly as the issue price even at 
the last year’s procurement price did not 
fully cover the maintenance cost of the 
procured wheat plus the purchase price. 

Besides, another factor that needs 
serious consideration is that even though 
the open market prices in several parts 
of the country currently compare favour¬ 
ably with the prices of wheat issued to 
the fair-price shops, taking into considera¬ 
tion, of course, the quality of the grains, 
there is every likelihood of the opjfy 
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market prices hardening after the arrivals 
in the market subside in the neat few 
weeks. The behaviour of prices of farm 
products in the past whenever the private 
trade has had some role to play, perti¬ 
nently suggests that the attempt of the 
traders is to keep the prices depressed in 
the immediate post-harvest period and to 
push them up when the major portion of 
the marketable surplus is disposed of by 
the farming community. 

In view of the large stocks available 
with the government, this tendency may 
not be as pronounced this year as it has 
been in the years gone.by, but there can 
be no doubt that wheat prices in the open 
market will start rising from the next 
month onwards. If proper care can be 
taken of the CAP-stored wheat for an¬ 
other couple of months, the increase in 
off-take of wheat from fair-price shops, 
which cannot be ruled out, can help in 
obviating a sharp increase in the central 
subsidy on foodgrains. There, of course, 
is good scope of pumping in governmental 
stocks in the open market through traders 
in the deficit states such as Maharashtra 
where the open market prices even 
currently are considerably higher than 
those at the fair-price shops. 

Jha proposal 

The proposal put forth by Mr L.K. Jha 
as well as this writer last year for the 
utilisation of at least part of the accumu¬ 
lated stocks of foodgrains for stimulating 
development activities in the rural areas 
also deserves serious consideration by the 
government for part of the wages of those 
employed on these works which may 
include building up of roads, irrigation 
canals and channels, etc.—can be paid in 
kind. The present government is com¬ 
mitted to fostering such activities with a 
view to providing additional employment 
opportunities. 

The exploration of the possibility of 
exporting wheat products is a step 
in the right direction. Besides reducing 
stocks, it will help in better utilisation of 
the capacity available with the flour mills. 
The foreign exchange realisation from 
such exports should also be higher than 
of direct wheat exports which, incidentally, 
may not be possible on a significant scale 
because of the implications in respect of 
the food aid we might be needing in the 


ftiture should our production suffer for 
one reason or the other. 

The proposal put forth to the FAO 
recently that it could draw upon our 
accumulated stocks for its aid programmes 
to the developing countries on the under- 
standing that the quantities thus utilised 
will be replaced when we need them needs 
to be pursued vigorously. 

* * 

The scaling down last month of the 
celling on the interest rates on loans of 
commercial banks repayable in not less 
than three years from 14/15 per cent to 
12.5 per cent is reported to have induced 
some thinking on the part of the term¬ 
lending financial institutions in respect of 
their lending rates. These institutions are 
charging interest ranging from 9.25 per 
cent to 11.5 per cent on their Joans 
depending upon the location of the indus¬ 
trial units, the lower rate being applicable 
to the units proposed to be set up in the 
notified backward areas. 

With the lowering of the ceiling on the 
interest on bank advances, the spread bet¬ 
ween the interest on these credits and that 
on the loans made available by the term- 
lending institutions has narrowed down 
to just about one per cent. If the capital 
costs of industry have to be brought 
down, as is aimed at by the last month’s 
departure from the dear money policy, 
some cut in the interest on the loans of 
term-lending institutions obviously is 
warranted. 

The Life insurance Corporation also 
needs to bestow thought on the interest 
charged by it on the credits extended to 
policy-holders, especially for house-build¬ 
ing purposes. As the bank rate has not 
been brought down as yet, technically the 
L1C is not required to reduce its interest 
on these credits. This apart, there is 
a case for a cut in the LIC interest 
charges not only owing to the reversal 
of the dear money policy—though only to 
a limited extent -but also on the consi¬ 
deration that the house-building activity 
has to be fostered. 

The union ministry of Works and Hous ■ 
ing is understood to be exploring the ways 
and means of bringing down land costs, 
particularly in the metropolitan areas. 
Efforts are also envisaged to be made in 
the near ftiture on developing small towns 


to reduce the Immigration pressure on 
huge cities. The hfeitse construction 
activity has to be accelerated not only to 
relieve the housing shortage in the country 
but also to open up employment opportu¬ 
nities. A step-up in the house-building 
activity can further have a very salutary 
effect on many industries. 

The current rate of interest charged by 
the LIC on house-building loans to policy¬ 
holders under the mortgage scheme is as 
high as 11.5 per cent and only slightly 
lower under the ‘‘Own Your House” 
scheme. These rates were put up by two 
percentage points following the raise in 
the bank rate to the corresponding extent 
in 1974 as an anti-inflationary measure, 
simultaneously with which the lending 
rates as well as the interest rates on 
deposits of commercial banks were revised 
upwards very significantly. 

Now that both the interest payable by 
banks on deposits and the ceiling on 
the interest chargeable on medium-term 
advances by banks have been reduced, 
there[is ample justification for the lowering 
of the LIC interest also on loans to policy¬ 
holders for house-building purposes. It 
may be stressed that the LIC interest on 
the above loans is significantly higher than 
that on the Joans to state governments 
and housing boards on (he consideration 
that these loans are made available for 
social purposes for financing housing 
programmes for the less affluent. The 
LIC apparently has some obligation to its 
policy-holders also whose assets are 
pledged to it against house-building loans 
to twice, in some cases even thrice, the 
amounts loaned out. 

r - > \ 

Announcement 

M/s. Saurabh Pustak Bhandar, 
Ahmedabad, have been appointed 
as our Subscription Agents. 
Necessary enquiries may please 
be made to 

Saurabh Pustak Bhandar 

615, Relief Road, First Floor, 

Near Calicodome, 
AHMEDABAD-380 001 
Phone No. 31230 
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BHEL: making good in a difficult field 

R. C. Ummat 


Bharat Htavy Electrical* Ltd (BHEL) ia doing wall. Tha prograsa in 
thla public teeter antarpriaa haa baan aeealaratad fin racant years. 

An ambitious Rasaarch and Davalopmant programme haa been taken 
in hand. Possibilities are being studied for manufacturing 500/750 mw 
poorer generation sets. Test projects on solar energy and more 
efficient use of low grade coal in power generation are being put up. 


BHEL can now provide equipment 

of the country in full. 

The recent elevation of Mr V. Krishna- 
murthy to the secretaryship in the depart¬ 
ment of Heavy Industry in the ministry of 
Industry from the chairmanship and 
managing directorship of Bharat Heavy 
Electricals Limited (BHEL) recognises the 
merit of the man and the progress of the 
organization he has headed so ably. I had 
an opportunity of revisiting the various 
units of BHEL a few days ago after 
about three years. The progress made by 
this undertaking during these three years 
has indeed been remarkable. 

The BHEL never was—and is not now— 
anything but a difficult engineering and 
managerial job. The mastering of the 
intricacies of the manufacture of heavy 
electricals on borrowed technology was 
not an easy task for a developing country 
such as ours. The first few years, there¬ 
fore, could record only a limping effort 
on several shop floors. But once the 
manufacturing techniques were mastered 
by our young technicians, the progress 
got accelerated a great deal and the pro¬ 
cess of stabilisation of production at 
progressively higher levels, which marked 
the second stage of the development of 
the enterprise, came to be undertaken 
about the turn of the current decade. This 
was abundantly clear in my 1974 visit to 
the manufacturing units of BHEL. This 
second phase too has progressed well 
and now the third and the final phase of 
development has been undertaken. Under 
this phase, research and development 
efforts have come to occupy pride of 
place. Endeavours at raising production, 
however, are not being relaxed. 

The research and development efforts 
have been organized over the last two 
years. An ambitious programme has been 
launched for setting up at Hyderabad a 


for power generation requirements 

complex of 12 laboratories and a docu¬ 
mentation centre at a cost of nearly 
Rs 16 crores to provide a further fillip to 
these efforts in the coming years. The 
establishment of these laboratories, how¬ 
ever, has not been thought of in isolation 
of the facilities already available in the 
national laboratories and research insti¬ 
tutes. The facilities to be created at 
Hyderabad will be supplementing the 
existing facilities in the country and will 
be specially catering r for the requirements 
of the heavy electricals manufacturing 
industry. 

The Hyderabad complex will look after 
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OF 

VIEW 


the requirements of practically every 
aspect of the manufacture of heavy elec¬ 
tricals. A very gratifying feature of the 
project is that it has been conceived and 
is being executed by BHEL on its own 
without assistance from abroad. Some 
consultations with foreign research insti¬ 
tutes that are envisaged to be resorted to 
will involve an expenditure of only a 
couple of lakhs of rupees. All efforts are 
also being made to equip these labora¬ 
tories with the equipment available indi¬ 
genously. A substantia] portion of the 
equipment is proposed to be fabricated 
by BHEL itself. The imported equipment 
will form not more than 60 per cent of the 
total equipment cost of nearly Rs 13 
crores Out of the above Rs 16 crores 


aggregate investment to be made in the 
complex. Six of the above 13 facilities are 
expected to be commissioned by the end 
of 1978-79, involving an expenditure of 
Rs 5 crores. The remaining laboratories 
will be set up in the early years of the 
sixth Plan. 

A good deal of R&D effort has already 
been initiated at the various constituents 
of BHEL at Hardwar, Bhopal, Rama- 
chandrapuram and Tiruchi relating to the 
specialisation of these units—turbine and 
generator research at Bhopal and 
Hardwar, boiler ' research at Tiruchi, 
research in transformers and switchgears 
at Bhopal and Ramachandrapuram and 
in various other fields at Ramachandra* 
puram. The newly set-up transformers 
unit at Jhansi will also undertake research 
in this line of manufacture, particularly 
instrument and special transformers. The 
R&D effort in insulating technology and 
control equipment, similarly, is being 
taken up at Mysore Porcelains as also the 
Radio and Electricals Manufacturing 
Company (REMCO) at Bangalore, the 
two recent acquisitions of BHEL. 

coordinating work 

While this research work is proposed to 
be continued undisturbed, the coordinating 
work is now being undertaken by the 
corporate research and development centre 
set up about 3£ years ago at Hydera¬ 
bad. Another division has been established 
in New Delhi to initiate research in 
energy systems and new products. The 
New Delhi division and the Hyderabad 
centre are keeping close liaison with each 
other and have demarcated specific fields 
of activity between them so that the 
R&D efforts not only being undertaken 
by them but also at the manufacturing 
units are fully coordinated. 

The R&D efforts have two prongs— 
product development and new energy 
systems. Product development is aimed at 
improving the performance of the equip- 
ment manufactured, reducing its costs 
and cycle of production, redesigning of 
equipment to suit the changing require* 
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menls of the country as well as of exports, 
standardisation of parts and components, 
improvement of the materials used, import 
substitution in the materials fields, etc. 
Quite significant progress has been 
registered in this sphere during the last 
two years. Some of the important achieve¬ 
ments in the product development sphere 
are manufacture of mica paper on a pilot 
scale, development of insulating oil based 
on castor oil, development of circuit- 
breakers upto 1,500 kvA, designing of 
245 kV oil impregnated paper bushings, 
slow-speed high torque mill motors, 
200 kvAr 11 kV capacitors, electric pump 
control relay, surge capacitors, electrics 
for oil rigs, traction machines and cont¬ 
rols for trolly buses, etc. 

The most significant programme under¬ 
taken in regard to product development, 
however, is the study of the possibili¬ 
ties of manufacturing three or four years 
hence 500/750 MW power generation 
seU. Some assistance in this sphere, of 
course, has been obtained from KWU of 
West Germany. Preparatory work on 
500/750 MW turbines and generator has 
already been initiated to study the para¬ 
meters of the tasks involved. The 
research in respect of the boilers needed 
for these giant thermal stations has been 
practically completed. 

support to BARC 

The BHEL is also lending good support 
under this programme to the Bhabha 
Atomic Research Centre (BARC) in the 
manufacture of equipment for nuclear 
power stations. Significant strides have 
been made on this front, including the 
designing of equipment for fast breeder 
reactors. 

Of much greater significance, however, 
are the R&D efforts being made under 
the guidance of the New Delhi division 
in new energy systems. In line with the 
policy of the government, envisaging coal 
as the primary source of energy available 
in the country, three important projects 
have been undertaken at Tiiuchi. With a 
view to efficiently making use of low 
grade coal having 40 to 45 per cent ash 
content, a pilot project was started early 
this year to design a fluidised bed boiler. 
Estimated to cost Rs 80 lakhs, this R&D 
scheme is expected to be completed by 


the end of December. It is hoped to put 
in the market from next year boiler* of 
15 tonnes per hour capacity for varioss 
industries using very low grade coal. It is 
envisaged to go in for power boilers of 
this type in the near ftiture. Similar 
experiments are stated to be conducted 
in Japan and the United Kingdom. 
The US collaborator, Combustion 
Engineering, from whom BHEL received 
boiler technology to update its techniques 
a few years ago, however, has shown 
interest in entering into technical colla¬ 
boration with the Tiruchi unit for the 
production of fluidised bed boilers. 

thermal project 

The second major project that has been 
undertaken at the Tiruchi aims at 
increasing the efficiency of the present 
thermal projects from 36 38 per cent to 
43/45 per cent. Known as the combined 
cycle demonstration plant, this project 
is estimated to cost Rs 6.5 crores and is 
anticipated to yield results in about three 
years. The increase in the efficiency of the 
existing thermal power stations will help 
in reducing the consumption of coal. The 
coal reserves of the country, thus can be 
made to last longer. 

Ihe most important research project 
undertaken in the sphere of new energy 
systems R&D, however, is the third 
programme undertaken at Tiruchi. 1 his 
is known as magneto hydro dynamics 
system of energy development (MHD). A 
pilot plant based on this system is stated 
to be in operation in the USSR, but the 
Tiruchi project will be different from the 
USSR one in that whereas the USSR 
project is based on natural gas, the Tiruchi 
scheme will be based on coal. The project 
envisages the conversion of coal into gas 
in the first stage for direct generation of 
electric energy by heating the gas to over 
2500°C and the use of the gas subse¬ 
quently to produce power through the 
conventional method. Estimated to cost 
Rs 11.67 crores, this programme has been 
undertaken by BHEL in collaboration 
with BARC and the department of science 
and technology. It is to be completed 
over a period of five years. While BHEL 
has been entrusted with the task of coal 
gasification and the manufacture of boiler 
and combustion chamber, the BARC will 


bq. looking after the job of supplying. % 
electrical and magnetic parts. 

A good deal of progress has been made 
by BHEL in harnessing solar energy also. 
The first solar energy pilot project of 
10 kw is expected to be commissioned 
at Madras by the end of this year to try 
out the economics of this power. Two 
immediate possibilities of the utilisation 
of solar energy are considered to be in 
cold storage plants and large hotels. In 
fact, an agreement has been signed with 
the Ashoka Hotel in New Delhi for 
installing indigenously developed solar 
energy collector plants for heating water. 
It is expected that this will result in 
reducing the power requirements of 
Ashoka Hotel hy about 40 per cent and 
that too at highly competitive costs. The 
use of solar energy for meeting the hot 
water requirements of hospitals and other 
such establishmen s is also being consi¬ 
dered. 

The significance of harnessing solar 
energy for productive purposes, however, 
lies in its application in the remote areas 
of the country, particularly the hilly areas, 
in the case of which the laying of long 
transmission lines is highly uneconomic. 
Once the com racrcial viability of the.Madras 
pilot piant is established, BHEL hopes to 
e'evelop larger plants for commercial use. 

power from canals 

Yet another interesting possibility 
of generating power on a small scale 
which is being considered is the manufac¬ 
ture and use of small turbines to produce 
power from the run of canals. Nearly 
350 MW electricity potential is estimated 
to be wasted at present in the run of 
canals The harnessing of this potential 
is not expected to pose any insoluble 
problems. 

The BHEL is also experim nting with 
gcneiation of power from high velocity 
winds. Two wind mills on an experimen¬ 
tal basis, one vertical and the other horizon¬ 
tal, have been developed by the research 
and development centre at Hyderabad. 
The cost per KW of power generation 
from wind currently, however, is estimat¬ 
ed to be somewhat higher than that of 
electricity generation from geophysical 
materials. But the economics of th's 
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energy also is similar to that of solar 
power. Wind mills can be installed in 
the remote areas, either nearer the shores 
or other places where the velocity of wind 
is substantial. If the commercial viability 
of windmills is established, BHEL will 
manufacture the electrical portions of the 
equipment, while the remaining parts in¬ 
cluding the structure and the blades, may 
be handed over to the small-scale indus¬ 
tries for production. The use of wini 
energy, however, is considered to be much 
more limited than of solar energy. Some 
work is understood to have been under¬ 
taken in regard to tidal energy also. 

solar energy 

In the context of the emphasis being 
placed by the Janata government on the 
development of small-scale, cottage and 
rural industries, the solar and wind energy 
obviously will be having great scope for 
application. But even more important 
than this are the plans of BHEL to make 
available small energy packets for the 
rural areas in the next few years. A not¬ 
able contribution has been made by BHEL 
in designing and developing the gobar 
gas plant as well, incorporating such faci¬ 
lities as will optimise the production of 
gas from these plants for use in the rural 
areas. A prototype has been manufac¬ 
tured and installed for field trials in a 
small village near Hyderabad where it is 
being used for cooking purposes for pro¬ 
viding mid-day meals to school children. 

During the last few years, BHEL 
management has endeavoured to meet the 
four-point attack on its performance 
which had been there at the turn of the 
current decade. The undertaking came 
in for scathing criticism at that time for its 
high production costs, delays in deliveries, 
recurring losses and difficult industrial 
relations, particularly a the Bhopal unit. 

Thanks t;> the efforts made i i the last 
four or five years, the operations of BHEL 
have undergone a sea-change. The deli¬ 
very periods currently quoted compare 
very favourably with th; international 
standards. The state electricity boards 
are being assured of equipment deliveries 
within 42 months for putting up 200, 210 
MW power stations. Tnthe case of one 
such power project in Maharashtra, efforts 
are being made everi to deliver equipment 
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within a period of 36 months. This com¬ 
pares with nearly 5/5.5-year delivery period 
quoted in the beginning of the current 
decade and also a delivery period of four 
years usually quoted by equipment manu¬ 
facturers abroad. In the case of some 
equipment such as transformers, the 
period of delivery quoted currently is just 
about half of what is used to be about 
five or six years ago. 

The production costs have been con¬ 
tained over the years to the extent possible 
and the increases effected in the sale 
prices have been by and large only of the 
order of the escalation in material costs. 
The increased labour and overhead costs 
have been more or less absorbed by the 
undertaking ihrough improvements in 
productivity. The production cost of 
most of the items currently being manufac¬ 
tured by BHEL plants compare favour¬ 
ably with the landed costs of such equip¬ 
ments of foreign origin. The prices of 
boilers arc being quoted even lower than 
the c.i.f. costs. A clear evidence of this 
is available from the fact that BHEL has 
been able to book several orders for boiler 
supplies to the World Bank-aided fertilizer 
plants in the face of stiff international 
competition. 

cascading excise 

In the case of some items, the sale 
prices of products may be slightly higher 
than the international prices, but allow 
ancc in such cases has to be made for the 
cascading effect of excise duties on mate¬ 
rials and bought-out components. 

As regards the losses incurred by BHEL 
in the early years, while it would be un¬ 
charitable to attribute all those losses to 
lags on the part of the management, be¬ 
cause fairly substantial losses were indicat¬ 
ed in the project reports of the various 
units themselves due to the fact that the 
scale of production as well as the manu¬ 
facturing skills would take time to deve¬ 
lop to the optimum levels, it is a matter 
of satisfaction that BHEL wiped out all 
its accumulated losses by the end of 
1975-76 and had earned by then a net 
after-tax profit of Rs 6 crores. By the end 
of March 31 this year, the profit after tax 
is expected to go up to Rs 33/34 crores. 
The pre-tax profit earned last year is un¬ 
derstood to have been iii the neighbour¬ 
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hood of Rs 60 crores.The BHEL has also 
built up development rebate reserve to 
permissible level of Rs 30 crores. 

Labour unrest, which afllicted some of 
the units of BHEL, particularly the 
Bhopal unit, till about five years ago, has 
yielded place to cordial industrial rela¬ 
tions. The mandays lost due to labour 
trouble not only during the emergency 
but also in the past four or five years have 
been negligible. This is despite the fact that 
during these years the management under¬ 
took a massive reorganisation programme 
which entailed rationalisation of the wage 
structures also. 

joint committees 

An interesting experiment in industrial 
relations which BHEL has done is inviting 
the all-India trade union leaders to the joint 
committee meetings of the management 
and the plant-wise trade union leaders 
at the corporate office. The national 
leaders are stated to have acted as a bridge 
between the management and plant level 
union leaders at these meetings. 

The BHEL has been taking a good 
deal of care to keep its various plants in 
trim through modernisation. The most 
significant example of this is available 
at th? Ramachandrapuram unit. Origi¬ 
nally envisaged to produce for utilities 
steam driven turbo generating sets of 60 
and 110 MW capacity and associated 
power house equipment like pumps, heat¬ 
ers, condensers, etc., this plant has been 
almost completely revamped as a sequel 
to the decline in the demand for these sets 
and equipment. Its product pattern has 
been greatly diversified through moderni¬ 
sation and installation of some balanc¬ 
ing equipment to include the manufac¬ 
ture of such new items as industrial power 
generating sets of 1.5 MW capacity and 
upwards, high pressure centrifugal com¬ 
pressors for such industries as fertilizers, 
chemicals, etc., high speed turbines to 
drive compressors, coal pulverising mills, 
heavy duty electrical motors, nuclear 
components, exhausters and fans, synchro¬ 
nous condensers and oil rigs. The first 
onshore oil rig has already been produced. 

The production pattern at Bhopal, 
similarly, has been diversified to include 
235 MW nuclear turbines, electrics for 
oils rigs, traction machines and controls 
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for trolly buses, higher range generator 
transformers, 750 kw generator folr naval 
frigates, large vertical motors, thyristor 
chopper controller for half-a-tonne battery 
powered vehicles, etc. The Jhansi trans¬ 
formers unit has taken up the production 
of instrument transformers as well as spe¬ 
cial transformers. The Tiruchi unit has 
started producing besides power boilers, 
utility boilers and furnace safeguard 
supervisory systems. It has received an 
order for the production of a stoker fired 
design boiler. Christmas tree valves, mud 
manifold valves and full bore valves 
essentially for oil wells and high alloy 
steel valves for the petroleum industry 
have been successfully developed. Their 
production is being taken up. The story 
of the Hardwar unit is no different. This 
plant has produced generators for 235 
MW nuclear stations 

A major gap in its activities was filled 
in by the recent taking over by BHEL of 
Mysore Porcelains and REMCO at Banga¬ 
lore, two Karnataka state government 
joint sector enterprises. While the former 
will meet the requirements of insulating 
materials of the Bhopal, Jhansi and 
Hyderabad units, the latter will expand 
BHEL's manufacturing activities to pro¬ 
duce, among other things, power electro¬ 
nics equipment. The equipment envisag¬ 
ed to be produced here includes thyristor 
convertors, static excitation equipment 
and power station electronics, bypass 
value controls, high power semi-conductor 
devices, power factor capacitors, etc. 
REMCO is ultimately expected to become 
one of the largest power electronics com¬ 
plex for catering for the demands of the 
control equipments for basic industries in 
the core sector and power generation, 
besides general industries. 

foundry forge plant 

With a view to substituting material 
imports, BHEL is also setting up a cen¬ 
tral foundry and forge plant at Hardwar 
and a seamless tube plant at Tiruchi. The 
savings in foreign exchange expected 
when these two projects go in'o full pro¬ 
duction will be nearly Rs 63 crores per 
annum. The two projects will as well 
ensure timely availability of ma erials to 
the equipment manufacturing units which, 
in turn, should not only streamline their 


production programmes but also help in 
containing manufacturing costs. The 
foundry/forge plant has already been com¬ 
missioned partly. It is expected to be 
completed by August—three months ahead 
of schedule—at a cost well within the 
original estimate of Rs 34.2 crores. The 
seamless tube project, which will be turn¬ 
ing out such tubes of sizes 14 mm to 150 
mm outer diameter with a maximum 
wall thickness of 12.5 mm, was sanctioned 
in April last year to be commissioned in 
42 months at an estimated cost of about 
Rs 55 crores. 

The emphasis during the recent past 
has been on the manufacture of high 
quality equipment. Quality assurances are 
now being provided by BHEL to its custo¬ 
mers. With a view to concentrating on 
specialised jobs, the various units of 
BHEL are increasingly off-loading to the 
extent possible simpler and routine types 
of jobs to ancillary units in their neigh¬ 
bourhood. This emphasis as well as in¬ 
creased productivity is reflected in the 
yearly increasing addition to value of pro¬ 
duction per person employed. The in¬ 
crease, for example, has been from 
Rs 28,750 to Rs 45,820 at Ramachandra- 
puram, and from Rs 38,221 to Rs 62,452 
at Bhopal between 1973-74 and 1976-77. 

quality of equipment 

The quality acceptance of BHEL pro¬ 
ducts is evident from the export orders 
which the undertaking received in the 
recent past. These include exports of 
boilers to Malaysia, hydro-generators to 
New Zealand and setting up of a thermal 
power station in Libya. The Bhopal unit 
is exporting its products to nearly 30 
countries at present. With a view to com¬ 
peting in fore ; gn markets more sucess- 
fully, the R&D centre at Hyderabad has 
gone in for “appearance engineering” 
also which gives attractive looks to 
BHEL’s exportable equipment in line with 
the global trends. The BHEL aims at 
exporting at least 20 percent of its annual 
turnover. 

The BHEL has also established a divi¬ 
sion for setting up complete power sta¬ 
tions. This division is establishing a num¬ 
ber of turnkey projects in various parts of 
the country and also the project contract¬ 
ed in Libya. Thus, £HEL has emerged 


during the past IS years as an undertak¬ 
ing which can cater for the power gene¬ 
ration requirements of the country in 
fall—right from the manufacture of 
equipment to its commissioning for the 
customers, 

The management and financial technique 
of BHEL too have been streamlined a 
great deal in the last few years. The app¬ 
roach is achievement oriented. 

The gross output of BHEL has been 
progressing wetTduring the recent years. 

It has grown from about Rs 300 crores 
three years ago to Rs 432 crores in 
1976-77. This year’s target is put around 
Rs 550 crores. By 1980, the turnover is 
envisaged to be raised to Rs 800 crores. 

built-up capacity 

The BHEL has built up capabilities to 
produce equipment annually to cater f< r 
generation of 4500/5000 MW power. 
The current domestic demand, however, 
is of a much lower order. Last year BHEL 
equipment commissioned for power gene¬ 
ration was of the order of 1,500 MW— 
slightly more than the equipment com¬ 
missioned in the previous year—even 
though 3,435 MW equipment was made 
available for installation. This target of 
commissioning of equipment this year is 
likely to be fixed at 3,000 MW., The 
deliveries of equipment are expected to be 
around 3,900 MW. 

There has been some improvement in 
the ord r book of BHEL during the last 
6-7 months. But still the situation leaves 
much to be de&ircd. Currently, the under¬ 
taking is stated to have orders for povtcr 4 
equipment for about two years, as against 
the desired level of 3/4 years. Some indi¬ 
cations of farther orders being placed in 
the near future are there. But there is 
apparently need for having a long-term 
perspective for power development in the 
country, say for 10 years, $»o that realistic 
plans are drawn up by equipment 
manufacturers - not only B1IEL but 
also others—in respect of the utilisation 
of the installed capacities. If, for instance, 
an indication can be given of the likely 
minimum and maximum requirements of 
power gene.'&tion equipment to be met by 
BHEL—of course, on, a regular flow of 
orders—the undertaking can earmark the I 
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requisite capacity for this purpose and 
plan for further diversification of its pro¬ 
duct pattern to optimise capacity utilisa¬ 
tion. 

The BHEL’s present development plans 
do not envisage addition of any new 
plant. Some gaps which may come to 
nbtice, however, will be filled up. The 
emphasis is to be largely on rationalisa¬ 
tion and modernisation of the production 
facilities. The rationalisation and moder¬ 
nisation programme is envisaged to be 


undertaken primarily through the self¬ 
generated resources, including those of 
foreign exchange. The product-pattern is 
proposed to be diversified further to the 
extent possible. The major area of deve¬ 
lopment will be the manufacture of steel 
mills controls for which an agreement has 
already been signed with Siemens of West 
Germany, besides the production of higher 
ranges of equipment, including the 500/75) 
MW sets. 

The current year should be the crucial 


one for BHEL. Not only will the under¬ 
taking be facing the onerous task of con¬ 
cluding a new wage agreement with its 
workmen in the next few months but also 
its first 200/210 MW power generation set 
would go on stream. The management is 
confident of tacking the former issue ami¬ 
cably. It is equally confident about the 
successful working of its first new gene¬ 
ration power set. If its expectations in the 
latter respect materialise, it indeed, will 
augur well for its future growth. 


Reorganising financial machinery: 

S. L. N. Simha commercial banks 


India has a balanced commercial banking structure with a reasonably 
strong foundation. What is now called for, according to the 
author, is consolidation of tho progross achieved and weeding out of 
woak elements in the system. He is against giant-sized banking 
institutions in the interest of greater democratic functioning. . 


The Finance minister has to be compli¬ 
mented on bis quick decision to wind up 
the Banking Commission that was set up 
in 1976 under the chairmanship of Mr 
Manubhai Shah. This is not to say that 
all is well with the Indian banking struc¬ 
ture. A lot needs to be done to stream¬ 
line the commercial, cooperative and 
developmental banking structure of the 
country. The functioning of financial 
institutions during the last two years or so 
has come in for severe criticism in many 
quarters. The matter has to be considered 
not merely from the angle of rapid expan¬ 
sion of banking offices and enlargement of 
the flow of credit to the so-called neglected 
and priority sectors, but also from the 
point of view of preventing the financial 
institutions from playing into the hands of 
ministers and politicians in utter disregard 
of financial propriety. 

The Indian commercial banking system 
has had a very good tecord of evolution, 
especially in the last three decades of post¬ 
independence. Partly as a matter of 
enlightened self-interest and partly, in res¬ 
ponse to socio-political pressures, banks 
have endeavoured to meet the credit needs 
of a developing economy by harmonising 
their innate conservative outlook with a 
conscious effort to enlarge substantially 

i 

WAfllWNBCO^OMIST 


the flow of credit to priority and neglected 
sectors, such as agriculture and small-scale 
industrial units. Some attention has also 
been given to channel credit to the econo¬ 
mically backward districts and regions. 
Also, there is now a more conscious effort 
on the part of the bankers to relate credit 
supply to the genuine needs of the borrow¬ 
ing units rather than relying mainly on 
security. 

Opinions have naturally differed as to 
the extent to which banks have made pro¬ 
gress in reorienting their lending to pro¬ 
mote the objective of rapid economic 
growth with social justice. In this regard, 
we have witnessed, not infrequently, the 
amusing spectacle of ministers and Reserve 
Bank governors blowing hot and cold, of 
claiming a great deal in this regard and 
also of sharply criticising the banks for 
their poor performance to meet the require¬ 
ments of the farmer and the small man. 

The situation is obviously a difficult one 
to fathom. This is probably a matter 
analogous to Sir Roger de Coverley’s 
judgments, namely, much may be said on 
both sides. Undoubtedly, there is scope 
for larger channelling of credit to the 
so-called neglected and priority sectors. 
On the other hand, it is also true that a 
lot of money has been provided to these 


sectors without a careful appraisal of the 
projects and adequate supervision over the 
end-use of credit. It would appear that a 
lot of these borrowers have regarded the 
credit they have obtained as ‘non-interest- 
bearing non-repay able’ Joans! Part of the 
difficulty has been that commercial banks 
have had to announce ‘targets’ for their 
‘priority’ lending. So, what is considered 
more important is the fulfilment of targets 
in terms of amounts lent, rather than the 
quality of the credit supplied. As already 
mentioned, God alone knows what part of 
the new lending is sound and what part 
not so sound. A tremendous amount of 
inspection work by an independent agency 
would be required before a judgment can 
be passed on this. So, all that can be said 
now is that there is no room for compla¬ 
cency in this regard. 

An aspect of the functioning of commer¬ 
cial banks that may be regarded as very 
successful is the expansion of banking 
offices. In particular, the progress in 
regard to the opening of rural branches 
has been truly phenomenal. However, in 
this matter too, there is cause for some 
concern in that branches would appear to 
have been opened indiscriminately, without 
regard to the availability of deposits or 
scope for credit extension. At the same 
time, one must take a somewhat long-term 
view in this matter and hope to build up 
business for the new branches. In other 
words, so far as branch expansion is con¬ 
cerned, what is perhaps now called for is a 
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process of consolidation. Consolidation 
does not mean a ban on further branch 
expansion; it only means that the pace of 
branch expansion has to be slowed down 
for some time, until a comprehensive 
review of the last decade's branch expan* 
sion programme has been carried out. 

. There are a number of other areas in 
which the efficiency of the Indian banking 
system has to improve a great deal. 
Equally important is the need to cut down 
delays. The collection of cheques, for 
instance, takes an inordinately long time. 
The various forms used in banking offices 
are far from uniform, notwithstanding the 
fact that there is the Indian Banks* Associa¬ 
tion and the National Institute of Bank 
Management, which are supposed to be 
helping in the process of standardisation 
and rationalisation. 

attention to training 

The training of banking officials is, 
happily, receiving considerable attention. 
Banks in general now seem to be genuinely 
anxious to provide training facilities to all 
categories of staff. There is also a wel¬ 
come, even if modest, change in the 
recruitment policies of commercial banks. 
They are now recruiting chartered 
accountants, financial analysts, economists, 
statisticians and engineers. 

The totality of the commercial banking 
situation as it exists today, is that it is 
raised on reasonably strong foundation. 
What is now called for is both a consoli¬ 
dation of the progress achieved and the 
weeding out of the weak elements in the 
system? It is of the utmost importance 
that banks function without being sub¬ 
jected to political pressures of any sort. 
Banks would have to have a good bit of 
autonomy in their day-to-day functioning, 
subject to broad guidelines from the 
government and the Reserve Bank. Banks 
must be headed by men of ability, ex¬ 
perience and exceptional integrity. They 
must be assured of reasonably long tenure 
and security against the whims and 
fancies of persons in authority in the 
ministry of Finance and the Reserve 
Bank. It is also important that banks are 
able to give a great deal of attention to 
the removal of regional disparities and 
take a dynamic interest in the develop¬ 


ment of the hinterland in which banking 
offices are located. 

If these objectives have to be achieved, 
we should refrain from making our banks 
giant-sized institutions pn some mistaken 
notions about the economies of large- 
scale operations. The reason why this 
author is happy about the winding up of 
the Banking Commission is that it would 
appear to have been set up primarily to 
bring about regrouping of the nation¬ 
alised banks into even digger ones. Actual¬ 
ly, the time has come when we should 
think in opposite terms, namely, to pre¬ 
vent some of the existing institutions 
from becoming larger. Concentration of 
power and authority, whether in the 
public sector or the private sector, is bad 
for democracy. This is especially true of 
institutions which command money. With 
wrong people in government and in the 
Reserve Bank, the danger of unhealthy 
influence on the banking system is greater 
if there is a fewer number of institutions. 
Therefore, what should now be done is 
to follow a conscious policy of prevention 
of growth of giant institutions. 

Apart from the arguments of concen¬ 
tration of power, even from the points of 
v ew of economy of operations, proper 
appraisal of credit needs of the borrowing 
units and of promoting economic deve¬ 
lopment in the hinterland of banks, rela¬ 
tively smaller institutions are more suited 
than giant organisations. Even a bank 
that has half a dozen or a dozen branches 
can function very efficiently, provided 
proper persons are at the helm of affairs. 

balanced structure 

By design as well as by accident, India 
has a balanced commercial banking 
structure, with considerable diversity. 
Ours is a happy mean between the 
extremes of the 14,000 banks as in the 
USA or a few banks only as in the UK, 
though in the latter country a number of 
foreign institutions operate. We have 
about a hundred commercial banks, 
nearly all of them being ‘scheduled’ banks 
or members of the central banking sys¬ 
tem. Twenty-two of these are nationalised 
banks and fourteen are foreign banks. Of 
the twenty-two nationalised banks, eight 
constitute practically a single entity, 


namely, the State Bank of India and 
its seven subsidiaries. 

The biggest is the State Bank of India 
which, at the end of 1975, had 3,814 
branches. As of the same date, in respect 
of the fourteen nationalised banks, the 
number of branches varied from 454 for 
the Bank of Maharashtra to 1,296 for the 
Central Bank. ( These fifteen banks 
accounted for a' total of about 14,500 
branches, of which about 1,500 were 
established during 1975. The data for the 
seven subsidiaries are available only as at 
the end of 1974. The number of branches 
varied from 129 for the State Bank of 
Indore to 364 for the State Bank of 
Bikaner and Jaipur. The total number of 
branches of the seven subsidiaries of the 
SBI stood at 1,707 at the end of 1974. 

private sector banks 

So far as the non-nationalised Indian 
banks go, the number of branches, at the 
end of 1974, ranged from just two in the 
case of Traders Bank, New Delhi, to 307 
branches of the Andhra Bank, Hyderabad. 
In the last two years, of course, there has 
been a tremendous expansion of the 
branches of some of the non-nationalised 
banks. Thus, the Andhra Bank has now 
over 500 branches and the Vijaya Bank 
about 475 branches. 

What constitutes a minimum size for a 
bank to be viable, it is very difficult to 
say. It depends upon the location, type 
of customers, the economic hinterland 
and efficiency and integrity of those manag¬ 
ing the bank. A bank with even 2-3 bran¬ 
ches could be a viable and successful one, 
whereas a bank with even 200 branches 
may not be a successful one. It is signi¬ 
ficant that a number of small banks have 
been in operation for 40-50 years. Thus, 
the Miraj State Bank, with only 11 bran¬ 
ches at the end of 1974, has been in ope¬ 
ration since 1929. The Punjab Co-opera¬ 
tive Bank, Amritsar, with five branches 
has been functioning since 1904. This 
means that small banks can function suc¬ 
cessfully. It should not be difficult to 
decide the matter of the viability of a bank 
with reference to a number of small banks, 
that is to say, those having less than 
100 branches, which again Isa purely arbi¬ 
trary figure. 

In a vast country like India with mark- 
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big forsound 

doubt that the Statf’Bank onutp, wil w 
about 4,000 branches, has become un*" 
wieldy. The position is aggravated by the 
fact .that it is also the overlord of its 
seven subsidiaries, which now have over 
2,000 branches. A single group of over 
6,000 branches is unwieldy by any stan¬ 
dard. It is dangerous too to concentrate so 
much power in a single person, for Solo¬ 
mon-like, the same person is chairman of 
the SBI and the seven subsidiaries! 

The first step to correct this state of 
affairs is for the Slate Bank of India to be 
directed to go very very slow in the matter 
of further branch expansion and for the 
seven subsidiaries to be delinked from the 
State Bank of India into seven indepen¬ 
dent institutions. As already mentioned, 
each of the subsidiaries has a fairly large 
number of branches and one must also 
note that each has tremendous scope for 
expansion in the years to come. 

no regrouping needed 

So *ar as the other nationalised banks 
are concerned, there should not be any 
regrouping or merger. Each one of them 
is very big by any standard and, as already 
mentioned, they have tremendous scope 
for growth in the next few years. It is 
interesting to recall that many of the 
nationalised banks were extremely viable 
even with much smaller number of bran¬ 
ches. The Bank of India has been one of 
the soundest banks, with high rating by 
the investors. In 1961, it had only 65 
offices. Surely, with about 1,000 branches 
now, this bank can be very viable without 
any merger. The same thing can be said 
of many other banks. Thus, the Indian 
Overseas Bank was doing very well with 
only 63 branches in 1961, as compared to 
the present number of over 500. Even the 
State Bank of India, with less than 400 
offices as far back as 1951, was an excep¬ 
tionally viable one, its shares being very 
much a blue chip. 

Therefore, from the angle of viability, 
there is no justification at all to bring 
about mergers, so far as the nationalised 
banks are concerned. In regard to non- 
nationalised banks, mergers may be 
brought about on a selective basis. If the 


commercial banks have to fiijfil me aeve- 
that ^^ed of them 
dcSRuV WRHPWRi 
[font institutions, with far-flung branches. 

area of operations should be some¬ 
what* restricted. What this calls for is a 
reorientation of the policy with regard to 
licensing of branches. Most of the banks 
should be asked to concentrate on parti¬ 
cular areas, depending upon their size. 

branch expansion 

Thus, banks like the Indian Bank, the 
Indian Overseas Bank, Syndicate Bank, 
the State Bank of Hyderabad and the 
State Bank of Travancorc should not be 
permitted to open branches in places other 
than the four southern states. Their 
branches in places other than state capi¬ 
tals should be closed and the business 
passed on the principal banks of the 
region. Likewise, the Bank of Baroda, 
the Bank of India, the Union Bank and 
the Bank of Maharashtra must be asked 
to confine their branches, from now on, 
to Maharashtra, Gujarat and Madhya 
Pradesh. The Punjab National Bank and 
the Central Bank of India, which for 
very long have been all-India banks, may 
be given a little more freedom in the 
matter of opening branches in the coun¬ 
try but even they should concentrate; the 
Punjab National Bank for instance, in the 
states of Punjab, Haryana, Uttar Pradesh, 
Jammu & Kashmir and Himachal Pra¬ 
desh. As regards the non-nationalised 
banks, the geographical coverage must be 
even more restricted except in regard to 
2-3 major banks such as the Andhra Bank 
and the Vijaya Bank. There is no point 
in a relatively small bank, say from a 
southern State, opening branches in 
Himachal Pradesh or Nagaland or Assam. 

Commercial banks have to function as 
developmental agencies and not merely as 
purveyors of money and credit. Bank 
employees have to be motivated into per¬ 
forming this broader role of banks becom¬ 
ing catalytic agents for economic growth 
and social improvement. The motivation 
for more efficiency and socially purpose¬ 
ful operations of commercial banks has to 
come from the top executives of the banks. 
It is, therefore, of the highest importance 
that people with ability and vision are 
appointed to the position of chairmen of 
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of nationalised banks, the appointments 
are made by government, probably in con¬ 
sultation with the Reserve Bank. It is 
desirable to take away this power of 
appointment from the politicians. I 
would suggest the establishment of a per¬ 
manent Banking Commission, for the pur¬ 
pose of appointing the chairmen and 
a few other top executives of the national¬ 
ised banks. The Banking Commission 
must also have the responsibility of ap¬ 
proving the appointment of chairmen of 
non-nationalised banks. 

It is not necessary that the chairmen of 
banks should have had a great deal of 
banking experience. In this matter, it is 
good to cast the net wide and get very 
able and dedicated people, some of 
them bankers and some non-bankers, 
to head our commercial banks. In 
the matter of appointment of the 
chairmen and senior officials, there 
must be some mobility. There is no 
reason why only a south Indian should 
head the Indian Bank or the Indian Over¬ 
seas Bank and a Punjabi the Punjab 
National Bank. Senior people from one 
bank must be appointed to higher posi¬ 
tions in other banks, to bring in fresh 
thinking. Senior managers should be 
transferred from one bank to another. 

inspection facility 

The Banking Commission must also 
have the responsibility of inspecting all the 
commercial banks, to ensure that they 
function with efficiency and integrity. A 
good part of the inspection work must be 
transferred from the Reserve Bank to the 
proposed Banking Commission. The 
Reserve Bank's inspection must be mini¬ 
mal, to ensure the proper working of 
credit control measures. In most count¬ 
ries, the central bank does not have the 
primary responsibility for inspection of 
commercial banks: there is an independent 
agency for this purpose. This is a good 
arrangement and we should adopt it. 

The Banking Commission must not be 
concerned with monetary or credit policy. 
Its primary purpose must be to promote 
efficiency and integrity, as already men¬ 
tioned. It must streamline the bank 
operations and introduce a substantia 
measure of standardisation of forms 
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the individual banks a lot of freedom 
in the matter of recruitment of staff* It 
must handle only the recruitment and selec¬ 
tion of very senior personnel of banks. In 
view of this, it would be worthwhile to 
wind up the Banking Service Commission. 

The proposed Banking Commission 
must have a chairman and four other 
members, their status corresponding 
to that of governor/deputy governors of 
the Reserve Bank or Justices of the Sup¬ 
reme Court. They must be given five-year 
terms of office in the first instance. Sub¬ 
ject to broad guidelines from govern¬ 
ment given in writing and published wide¬ 
ly in advance, the Banking Commission 
must have the final authority to deal with 


he was 



rather than 
b 

meodations to some other autl 
the minister of Finance or|)te Governor 
the Reserve Bank. Tbd Banking Com¬ 
mission would naturally have a number 
of regional offices and sub-regional offices. 

With the appointment of the Banking 
Commission, there would be a proper 
equitable distribution of financial power. 
This may help ensure that banks do not 
become the handmaids of politicians and 
sycophants among bureaucrats and eco¬ 
nomists. 

Finally, it is also desirable to revive 
the National Credit Council, which was 


a year or so, 
ing and credit matters. A 
number of countries have a body like this. 
The scope of the National Credit Council 
could be widened, so as to include! the 
operations of development banks and 
investment institutions like the LIC. 

In the above paragraphs, some sugges¬ 
tions have been made regarding the func¬ 
tioning of our commercial banks. The 
functioning of the cooperative credit 
institutions, the development banks and 
the investment institutions also need to 
be reviewed and changes made in their 
set-up and policy-orientation. 


Against raising exemption limit for income-tax 

Dr Anil Kumar Jain 


Tha author, who is connected with the Department of Economies, 
Banaras Hindu University, argues against raising the income-tax 
exemption limit to Rs 10,000 as promised by the Janata party in Its 
alaction manifesto. Ha comparas tha incidanca of income-tax on 
multiples of per capita income in some countries and indicates that at 
lower levels it is much less in India. The Canadian model of yearly 
adjustment of exemption limit to the price index also does not 
find favour with the author under Indian conditions. 


Sincb thb publication of the final report 
on Rationalisation and Simplification of 
the Tax Structure by Mr S. Bhoothalin- 
gam, there has been a continuous demand 
from a section of the population to in¬ 
crease the exemption lim't of income-tax 
so as to provide relief to the people in the 
lower income group to compensate them 
for rising prices. It was chiefly due to 
these reasons that the exemption limit for 
income-tax was increased from Rs 4000 
to Rs 5000 from the assessment year 
1071-72 and about 5 lakh tax-payer's went 
out of the tax net. This limit was further 
raised to Rs 6000 by the Fi ance Act, 
1974 and to Rs 8000 by the Finance 
(Amendment) Act, 1975. By this amend¬ 
ment 7.3 lakh tax-payers went out of the 
tax net. With the assumption of office by 
the Janata government at the centre after 
the recent historic elections to the Lok 
Sabha, the demand has again started 
gathering ground that the exemption limit 
of income-tax for individuals should be 
raised to Rs 10,o6o so that people may be 


compensated to some extent for the dec¬ 
line in the value of the rupee. However, 
we feel that the decision in this regard 
should be based not on political conside¬ 
rations but on economic factors. 

Two principal arguments are advanced 
in favour of raising the exemption limit. 
First, it is pointed out that prices in the 
Indian economy have continued to rise 
since the beginning of the second five 
year Plan and except for u temporary res¬ 
pite during (he emergency, this trend 
still continues. Prices increased by about 
30 per cent during the second Plan, by 
35.5 per cent during the third Plan and 
more rapidly during the fourth Plan. Hie 
wholesale price index (1961 62—100) 
touched an all-time high of’ 330.7 during 
the third week of September, 1974. Due 
to a number of administrative and legis¬ 
lative measures undertaken by-the govern¬ 
ment, the wholesale price index fell to 
291.4 on December 27, 1975, but again 
started going up and stood at 310.2 (proy.) 
on November 6,1976. Even in. terms of 


the revised series (1970-71 — 100), the 
wholesale price index for the week ended 
February 7, 1977 was higher by 8.7 per 
cent within the past one year. 1 This sharp 
increase in the price level has resulted in 
a decline in the value of our rupee. The 
value of our rupee came down to 34 
paise in 1969-70.* In the following years 
it has come down further. Consequently 
the real exemption limit is much lower 
than the monetary exemption limit. The 
tax-payers should be compensated for this 
fall and the only way to do this is to raise 
the monetary exemption limit. 

Canadian model 

Supporters of this view cite as an exam¬ 
ple the Canadian method of relating the 
monetary exemption limit automatically to 
changes in consumer price index which was 
introduced in the fiscal year 1973. Under 
this scheme, “in each y*ar an inflation 
factor would be determined based upon an 
increase in the consumer price index in, an 
immediately preceding period and in each 
year the principal exemptions would be 
increased by the inflation Actor... In 
addition, every year each of the brackets 
of taxable income would be adjusted up¬ 
ward* by die inflation Actor”.* We how¬ 
ever do not agree with this yiew.fto doubt 
prices have been rising and the value 
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of money has been falling, but this is not 
a sufficient justification for raising the 
exemption limit. 

Inflation has affected the taxpayers 
and non-taxpayers alike and there is 
no reason why the taxpayers alone 
should be given relief by raising the 
exemption limit. In fact, the income-tax 
payers are relatively better off than the 
majority of population living at the sub¬ 
sistence level of income. India is a poor 
country and the prevailing exemption 
limit of Rs 8000 is much higher conside¬ 
ring the fact that even at current prices 
our per capita income was Rs 1035 in 
1975-76. 4 If we compare the incidence of 
income-tax on multiples of per capita 
income in some countries, we find that at 
lower income levels it is much less for 
India. In 1971-72, whereas in India an 
individual started paying income-tax at 
8.5 times the per capita income; this mul¬ 
tiple was 6.3 in Sri Lanka (1970), 1.5 in 
Britain, 1.3 in Japan (1970) and only 1.0 
in the USA (1970).® f urther, at 10 
times the per capita income, the incidence 
of income-tax was 26.3 per cent in the 
USA, 26.4 per cent in Britain, 19.5 per 
cent in Japan, 2.8 percent in Sri Lanka 
and only 1.6 per cent in India®. 

One of the drawbacks with our plan¬ 
ners has been that they have tried to 
transplant the foreign seed on the Indian 
soil without adjusting it to Indian condi¬ 


tions and this has resulted in frequent fail¬ 
ures of our policies and consequent changes 
therein. We feel that if the Canadian 
system is adopted in the country it will 
meet the same fate. Yearly adjustment of 
the exemption limit to changes in price 
index will involve administrative compli¬ 
cations; already we are faced with a num¬ 
ber of administrative problems due to 
complicated provisions of the Income-Tax 
Act. 

Second, it is argued in favour of rais¬ 
ing the exemption limit that the tax bur¬ 
den on the income-tax payers is relatively 
higher as compared to their counterparts 
in the agricultural sector and consequent¬ 
ly, in terms of inter-sectoral equity, they 
deserve relief at least from income-tax 7 . 
This would be doing a new evil to correct 
an old evil. It is now agreed by almost 
all economists that the agricultural sector 
in India is inadequately taxed and the tax 
on this sector has been much less as com¬ 
pared to the non-agricultural sector. 
Equity considerations demand that “there 
has to be some kind of mechanism which 
ensures that incomes, whether derived 
from agricultural or non-agricultural acti¬ 
vities, are taken into account for direct 
taxation on a progressive basis.We 
think that “the remedy lies in taxing both 
the agricultural and non-agricultural in¬ 
comes under the central income-tax. Such 
a step would ensure equity in taxation, 


prevent splitting of non-agricultural in¬ 
comes, provide increased revenue to the 
government, and regulate the inter-secto¬ 
ral flow of resources.” 9 Giving relief to 
income-tax payers by raising the exemp¬ 
tion limit is not the right approach to 
bring about inter-sectoral equity. 

On the contrary, a number of conside¬ 
rations suggest that the exemption limit 
of income-tax should not be raised from 
the present level of Rs 8000. In our coun¬ 
try the number of income-tax payers 
forms a very small percentage of the total 
population. The total number of income- 
tax payers on the General Index Register 
of the Income Tax Department during 
1970-71 was 30.12 lakhs out of a total 
population of 55.1 crores. During the 
year 1974-75, the total number of tax¬ 
payers was 36.37 lakhs out of a total esti¬ 
mated population of 59.8 crores which 
forms 0.6 per cent of the total population. 
‘Individuals' form a major percentage of 
total taxpayers as is clear from the table 
below. 

Out of these 36.37 lakh taxpayers, the 
total number of taxpayers with ‘Indivi¬ 
dual* status was 28.84 lakhs which formed 
79.3 per cent of the total. If the exemp¬ 
tion limit is raised to Rs 10,000, the num¬ 
ber of taxpayers would further go down 
by a few lakhs. When the income-tax 
exemption limit was raised from Rs 6000 
to Rs 8000 by the Finance (Amendment) 


Composition of Individual Assessees with Total Income Not Exceeding Rs 10,000 In the Total Number of Individual 

Assignees for Selected Years 


Year No of assessees Total income assessed (Rs in crores) Total tax payable (Rs in crores) 


' 1 

Individuals 
with T.I, upto 
Rs (0.000 

Total 

Col. 2 
as %of 
col. 3 

Individuals 
with T.I. upto 
Rs 10,000 

Total 

Col. 5 as 
% of col. 6 

Individuals 
with T.I. upto 
Rs 10,000 

Total 

Col. 8 
as % of 
col. 9 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1950-51 

3.19,948 

3,95,017 

81.0 

149.01 

34?. 34 

43.5 

5.82 

63.66 

9.0 

1955-56 

3,26,150 

4,54,695 

71.7 

194.77 

500.50 

38.9 

5.97 

79.40 

7.5 

1960-61 

6,30,7:6 

8,28,347 

76.1 

343.58 

779.55 

44.0 

7.14 

98.06 

7.3 

1965-66 

11,56,174 

14,65.856 

78.9 

645.63 

1286.44 

50.2 

17.59 

144.81 

12.1 

1969-70 

11*58,190 

17,12,689 

67.6 

730.19 

1915.15 

38.1 

23.84 

266.53 

8.9 

1971-72 

11*45,309 , 

18,83,768 

6Q.8 

*752.90 

2311.87 

32.5 

28.73 

357.18 

, , 8.0 

* 
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Act, 1975, 7.3 lakh taxpayers went out of 
the tax net. Consequently, the coverage 
of population for income-tax would be 
further reduced if the limit is raised to 
Rs 10,000. In a developing economy 
where every citizen should contribute his 
mfte towards national development, it is 
desirable that the coverage of population 
for income-tax should be increased rather 
than decreased. This would make people 
conscious of how their money is being 
utilised. At a time when there is great 
need for resources mobilisation, we can ill 
afford to reduce the number of taxpayers. 

Mr Bhoothalingam in his report point¬ 
ed out that by raising the exemption limit 
much work on petty assessments would 
be cut out and there would be improve¬ 
ment in the quality of collection as the 
officers would be able to concentrate more 
on revenue yielding cases. 10 This argu¬ 
ment is not of much validity today. The 
‘Summary Assessment Scheme 1 , under 
which the assessment is completed on the 
basis of the return submitted without 
requiring the presence of the assessees or 
their account books, has considerably sav¬ 
ed the time of the officers on small income 
cases. For example, out of the total num¬ 
ber of 38.44 lakh assessments completed 
in 1971-72, 35.98 lakhs in 1972-73 and 
34.36 lakhs in 1973-74, assessments 
completed under the summary procedure 
were 23.12 lakhs, 26.53 lakhs and 25.06 
lakhs respectively. 11 

resultant problems 

The raising of the exemption limit is 
also likely to bring more problems and 
would result in a substantial loss of reve¬ 
nue. Although the exemption limit at 
present is Rs 8000, the operative limit is 
much higher on account of a number of 
tax incentives provided under the Income 
Tax Act. Prior to the amendment intro¬ 
duced by the Finance Act, 1974 there was 
separate deduction for conveyance, books 
etc. Now, in the case of salary income, 
this has been replaced by a standard 
deduction at the rate of 20 per cent of the 
salary up to Rs 10,000 and 10 per cent 
thereafter, subject to a maximum deduc¬ 
tion of Rs 3,500. The standard deduction 
is allowed irrespective of the fact whether 
any expenditure incidental to employ¬ 
ment has been incurred or not. Partial 
deduction is allowed in respect of pay¬ 


ments made towards provident funds, 
life insurance policies, cumulative time 
deposits, public provident ftwda etc. The 
deduction is 100 per cent of such pay¬ 
ment upto Rs 4000, 50 per cent of next 
Rs 6,000 and 40 per cent of the balance. 
Further, interest on bank deposits, divi¬ 
dends from Indian companies 9 units, etc 
upto Rs 3,000 are exempt from tax. An 
exemption up to Rs 2,000 is granted to 
income exclusively from Units. House 
rent allowance received from the employer 
upto a maximum of Rs 400 per month is 
not included in the income of the taxpayer 
for purposes of taxation* Interest on 
deposits in post office savings banks also 
is not taxed. 

operative limit 

The result is that even now the 
operative limit is 11,000 or more de¬ 
pending upon the sources of income 
and use to which income is put. There¬ 
fore, the raising of the exemption limit to 
Rs 10,000 would, in fact, amount to set¬ 
ting free all those who have an income up 
toRs 14,000 orRs 15,000 per annum. 
This would, by no means, be justifiable. 

Once the exemption limit is raised to 
Rs 10,000 for individuals alone, most of 
the assessees who might be having tax¬ 
able income extending up to R$ 15,000 or 
so would refrain from filing the return 
taking cover under the higher exemption 
limit and it would be very difficult for the 
Income-Tax Department ■ to spot ttAem 
without a pervasive and regular external 
survey. We are already aware that exter¬ 
nal surveys are conducted after long inter¬ 
vals. The raising of the' exemption limit 
would also tempt the assessees in the 
higher income range to so split their 
incomes as to come within the exemption 
limit. 

The revenue loss involved in raising the 
exemption limit to Rs 10,000 would also 
be substantia] (see table). During 1971-72 
(the latest year for which data are avail¬ 
able) out of the total number of indivi¬ 
dual assessees of 18,83,768 in whose 
cases some income-tax demand was raised, 
there were 11,45,309 assessees with in¬ 
comes upto Rs 10,000. Total income 
assessed in such cases was Rs 752.90 cro- 
res and the total tax payable Rs 28.73 
crores. 11 If the exemption l$mit** raised 


to Rs 10,000, there will be a revenue loss 
of Rs 28.73 crores. In addition, if the 
rates of income-tax were to be fixed at 
nil per cent of the first Rs 10,000 there 
would be net loss of Rs 330 (on the basis 
of the presently prevailing rates) in every 
case with incomes above Rs 10,000. i 

In 1971-72, about 7.38 lakh individual 
assessees had an income above Rs 10,000. 
In each such case, a revenue loss of 
Rs 330 would be involved resulting in a 
loss of revenue to the tune of Rs 24.35 
crores from these assessees. The total 
loss of revenue would come to Rs 53.08 
crores. This loss is, by all means, subs¬ 
tantial. It is computed on the basis of 
1971-72 figures. Since then there has 
been an increase in the number of tax¬ 
payers. The loss thus would be much 
greater. This is only a conservative esti¬ 
mate because, as already indicated, there 
will be many who will refrain from filing 
returns under the cover of higcr exemp¬ 
tion limit and many will so split their 
incomes as to come within the exemption 
limit. The loss of revenue from such 
cases is difficult to measure. 
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Are the days of numbered 
v.Bftiuubramanian accounts numbered? 


For the pest few weeks the Swiss benklng community has reeled under 
one disclosure after another Implicating many bank executives In Illegal 
manipulations which resulted in huge losses. Though there have been 
some withdrawals by Arab depositors , there has been no nervous outflow. 
The Swiss government has already tightened Its surveillance rules but 
ultimately it may have to provide legislation to break down the 
proverbial "secrecy" of Swiss banking. 


The COD defines a “gnome” as a “dimi¬ 
nutive spirit of a subterranean race guard¬ 
ing treasures of earth.” No wonder the 
men of wealth, power and position, who 
preside over the Swiss banking system, 
have never taken kindly to being referred 
to as ‘‘the gnomes of Zurich.” Right now, 
however, they are having to put up with 
being called worse names. Envious money 
men in the financial capitals of other 
western countries are telling one another 
with unconcealed glee that they had known 
all along that what did happen at last bad 


to be very much larger than the Sw Fr 250 
million ($98.8 million) initially mentioned 
by the bank's head office. According to 
the public prosecutor in Lugano the total 
amount at risk could be in the neighbour¬ 
hood of Sw Fr 2,200 million ($869 million) 
or more than the bank's total issued 
capital. Subsequent estimates however 
have discounted this figure as highly 
exaggerated and the probable loss is now 
placed around Sw Fr 1,000 million (about 
$400 million). In any case the top manage¬ 
ment of the Credit Suisse has declared that 


WINDOW 

ON 

THE WORLD 


to happen some day. The subject of their 
not too charitable gossip is a banking 
scandal of international dimensions, in¬ 
volving Switzerland's oldest commercial 
bank, the Credit Suisse (the Swiss Credit 
Bank), which is also one of the big three 
of Swiss commercial banking. Surfacing 
in April this year, reports of this scandal 
spoke of criminal mismanagement and 
falsification of documents, in connection 
with the massive mis-direction to a Liech¬ 
tenstein holding company of Italian hot 
money deposited with the bank's branch 
at Chiassp on the. Italian border. The 
transaction is stated to have involved the 
Credit Suisse in a loss which is believed 


its resources could absorb the loss, what¬ 
ever it is, without undue strain. In fact 
the Credit Suisse has declined, with or 
without thanks, an offer by the other two 
of the big three viz, the Union Bank of 
Switzerland and the Swiss Bank Corpora¬ 
tion, to provide a safety net of Sw Fr 3,000 
million, jointly with the Swiss National 
Bank. The criminal activities allegedly 
perpetrated by officials of the Chiasso 
branch were said to have been accomp¬ 
lished without the knowledge of the Credit 
Suisse general management in Zurich. 
This version is generally accepted and this 
has helped to save the bank's reputation 
for integrity, but could do nothing to still 


the doubts that have been raised against 
the vaunted efficiency of the Swiss bank¬ 
ing system at large, apart from that of the 
Credit Suisse in particular. 

no fright 

There is however no evidence yet that 
foreign depositors of various descriptions, 
who have been finding a safe haven for 
their money, dirty or otherwise, in the 
Swiss banking system, have taken or are 
beginning to take fright. There have been 
unconfirmed reports of some withdrawals 
by Arab depositors, but so far there has 
been nothing like a nervous outflow of 
funds. What has happened is that second 
thoughts are being had, as much within 
Switzerland as outside, about the tradi¬ 
tional concept of the Swiss bankers being 
an absolutely “solid, stolid, conservative, 
neutral and discreet” tribe. The Swiss 
banks draw over 40 per cent of their total 
balance-sheet and liabilities from abroad 
and also control some $21 billion of fidu¬ 
ciary funds derived almost entirely from 
foreign investors and invested by the banks 
in their own name but on behalf of and at 
the risk of their foreign clients. It is 
obvious therefore that reassurance must 
quickly come about the basic honesty and 
sense of responsibility of Swiss bank 
managements. 

The Swiss government is naturally 
exercised over this problem and there is 
already a move for tightening up banking 
legislation. In fact rules governing 
bank audits were made more stringent 
some time ago and an attempt was also 
made to increase the effectiveness of the 
surveillance rules of the Federal Banking 
Commission. These safeguards, obviously, 
have not proved adequate and one of the 
major features of further banking legisla¬ 
tion may well be an attempt to break down 
the “secrecy” of Swiss banking, which has 
become a mystique. The problem is to 
reconcile the requirements of more open 
banking with the trade advantage which 
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Swiss banks enjoy over banks in other Perhaps it is strictly not necessary for the 'Income. Solonf as the Swiss cunsency 
western countries by being able offer Swiss banks to bank as rnuch as they may remains as strong as jt is, among the 
certain unique facilities not strictly related be doing now oh extra-curricular attrac* people with lots and lots of money, there 
to normal professional services. To put tions for securing their share or more than will always be at least as many who will 
it bluntly, can it be assumed that the days their share of the capital funds floating bank their money in Switzerland as in any 
of numbered accounts are' numbered? around the world in search of safety plus other country in western Europe, 

Oil over troubled waters 


The European Economic Community Is making every effort at saving energy P rtscnt afld intendcd use of is exccs 
since the oil price hike of 1973 . Turning to nuclear energy Is not without s,vc * 


hazard. After all other sources have been tapped , the commission believes Last year the Community maintained 
that It will still be Importing 55 per cent of its total energy requirements that the aim should be to develop national 

eight years hence. The OPEC Is under Internal pressure to Increase the energy resources to ensure continued 

price of Its crude . Under the circumstances , the commission thinks It most economic growth over the coming decade 

essential to encourage a more lively public debate on possible sources of without increasing oil imports. This is the 

supply and for identifying lines of action to be taken. basis for its programmes, but to ensure 


The price of oil is rising whilst public 
opinion is becoming more reticent about 
the nuclear alternative. To meet Europe's 
growing energy requirements over the 
coming years it seems that we will have 
to do more than switch off the occasional 
light to conserve energy. In a series of 


situation puts considerable pressure on 
such countries to increase oil prices. Such 
increases would seriously harm world 
economic growth. 

Most of the increase in demand for oil 
will come from outside the Community. 
Most governments are, however, conscious 


this the Community will now be required 
to intervene in other ways, particularly: 

The Community needs a more dynamic 
and effective energy saving programme; 
Greater encouragement has to be given 
to the development of national coal 
production and its outlets; 


reports on the energy situation, the Euro- of the need to diversify the energy require- As regards nuclear energy, doubts as to 

pean coal market and the European ments of their countries while saving as the role it should have in the pro- 


energy savings programme, the European much energy as possible at the same time. gramme should be cleared up and public 
Commission has warned the Nine that The Community's efforts to save energy confidence re-established. Ft will also be 


much greater effort is required to learn 
how to make a little energy go a long way. 

The high and increasing level of depen¬ 
dence of the industrialised world on oil 
from the OPEC countries has been a 
crucial problem since 1973 when these 
countries finally bared their economic 
teeth. Over the next decade, world demand 
for oil is expected to increase by one third 
and will stand at something like 30 to 
40 million barrels per day (these figures 
are already higher than 1976 forecasts). 
It is unlikely that producers will find it in 
their interests to produce this much, even 
if they intend to increase production at 
all. Some of them expect their resources 
to be exhausted within fifteen years and 
those countries with large reserves will 
not necessarily be in need of the income 
from increased production. The principle 
oil-producing country, Saudi Arabia, will 
be faced with world demand for its oil of 
around 12 million barrels per day, whilst 
it only needs to produce some five million 
per day to cover its own ambitious deve¬ 
lopment programme. As the European 
Commission stated last October, this 


since the 1973 oil crisis have been quite 
encouraging. In 1976 we consumed 2.5 
per cent less energy than in 1973, whilst 
still attaining a growth rate of four percent 
GNP. We have reduced our imports by 
7.5 per cent but have been assisted by a 
number of other factors such as the 
economic recession with its reduced indus¬ 
trial activity and the good weather. The 
latest indications for the fbture are some¬ 
what alarming. If our nuclear energy 
capacity in 1985 was limited to the 95 
Gigawatts actually in operation, in cons¬ 
truction or still planned, instead of the 
125 Gigawatts which was the objective 
last October, energy deficit involving 
greater oil imports could not be avoided. 
This would entail an additional 60,000 
million dollars per year at current prices. 
Oil would still be needed to meet 50 per 
cent of our needs. Taking account of 
imports of coal and gas, eight years jfrom 
now the Community would still be import¬ 
ing 55 per cent of its total energy require¬ 
ments. The OPEC producers have made it 
clear, in the North-South dialogue and 
elsewhere that the industrialised World's 


necessary to continue research and 
development work on safety and other 
related problems; and 

The Community needs a strong pro¬ 
gramme if new energy sources are to 
gain maximum benefit, even if the con¬ 
tribution of such sources will still be 
very modest by 1985. The work on 
nuclear fusion should be continued in 
any event, since it is lhe principal hope 
for meeting energy needs in the next 
century. 

It is difficult to evaluate the economies 
that have already been achieved since 
consumption patterns in recent time have 
been greatly affected by the low level of 
economic activity. Most observers feel 
that savings resulting from measures taken 
by member states themselves have been 
small and are at most only a half of the 
total seven per cent reduction in energy 
consumption per unit GNP recorded bet¬ 
ween 1973 and 1976. 

Governments have yet to come to terms 
with problems, such as which sectors 
should be economised in most td achieve 


lttt« 10, Wll 


eastern economist 


1094 



the best practical results end whether it is 
sufficient to rely only on price 
mechanisms, publicity and information 
campaigns. 

One of the most essential things the 
member states and the European Com¬ 
mission should do is encourage a more 
lively public debate on the possible future 
of energy supply and demand and try and 
identify the European and the world 
framework within which action has to be 
taken. Tomorrow’s energy problems need 
to be looked at as intensively as today’s 
economic problems are. But for such a 


debate to take place and be effective, the 
statistical instruments and methods for 
evaluating the net benefits of energy saving 
have to be improved. It is a two-fold pro¬ 
blem consisting on the one hand of trying 
to cut wastage and on the other trying to 
ensure economic growth. 

The sectors where rapid solutions need 
to be found arc: 

The energy requirements for the heating 
of residential, industrial and commercial 
buildings. The state of the sector dealing 
with thermal isolation and associated 
materials; 


The car industry, in view of standardis¬ 
ing the measurement of fuel consumption, 
reducing fuel consumption and extending 
vehicle life; 

The electrical equipment industry, parti¬ 
cularly as regards domestic usage to 
standardise the measurement of energy 
consumption, reducing energy consumption 
whilst prolonging equipment life; 

Energy conversion, with a view to 
reducing losses in production; and 
The possibilities of more savings in other 
large energy consuming industries. 

Courtesy—Eurofotum 


Straw Products Limited 

NOTICE 


It is hereby notified for the information of the public that 
Straw Products Limited has made an application to the Central 
Government in the Department of Company Affairs, New Delhi, 
under sub-section (2) of Section 23 of the Monopolies and 
Restrictive Trade Practices Act, 1969 for approval to the Scheme 
of Amalgamation of Madhya Pradesh Industries Limited with 
Straw Products Limited. Brief particulars of the Scheme are as 
under: 


(i) Name and Address of 
the applicant under¬ 
taking 

(ii) Management structure 
of the undertaking pro¬ 
posed to be amalga¬ 
mated 


(iii) Capital structure of 
the applicant under¬ 
taking: 


Straw Products Limited 
Nehru House, 3rd Floor, 
4 Bahadur Shah Zafar Marg, 
New Delhi, 110 002 
The amalgamating under¬ 
taking is managed by a Board 
of Directors. The applicant 
undertaking is managed by 
a Managing Director under 
the superintendence, control 
and direction of Board of 
Directors. 


Kinds of shares 

Authorised Issued, Subscribed 
and Paid-up 

(a) Equity Shares of Rs. 10 

Rs. 

Rs. 

each 

(b) 9.5% Cumulative Redeem¬ 
able Preference Shares of 

8,00,00,000 

4,00,79,840 

Rs. 100 each 

(c) 11% Cumulative Redeem¬ 
able Preference Shares of 

75,00,000 

75,00,000 

Rs. 100 each 

(d) Preference Shares of 

25,00,000 

22,89,900 

Rs. 100 each 

1,00,00,000 

— 


10,00,00,000 

4,98,69,740 


(iv) Present activities of the 
undertaking - proposed 
to be amalgamated 


The amalgamating under¬ 
taking is engaged in manu¬ 
facture and sale of Dry Cell 
Batteries. The applicant 
undertaking is engaged in 
manufacture and sale of a 
variety of Papers, Boards 
and Straw Boards. 


(v) Reasons for the pro¬ 
posed amalgamation 


To cnahlc diversification of 
the applicant undertaking 
and to make the operations 
of the amalgamating under¬ 
taking viable through addi¬ 
tional resources which will be 
available on amalgamation. 

(vi) Details of the exchange ratio/consideration proposed for 
shareholders/creditors, etc., of the amalgamated under¬ 
taking: Subject to the requisite approvals— 

(a) Every member holding fully paid Equity Shares of 
Madhya Pradesh Industries Ltd on such date as may 
be determined by the Board of Directors of Straw 
Products Limited shall in respect of such holding be 
entitled to ONE (I) Equity Share of Rs. 10 each 
credited as fully paid in Straw Products Ltd for every 
FIVE (5) Equity Shares of Rs. 10 each held by him 
in Madhya Pradesh Industries Ltd; 

(b) Every member holding partly paid Equity Shares of 
Madhya Pradesh Industries Ltd on such date as may 
be determined by Board of Directors of Straw Pro¬ 
ducts Ltd shall in respect of such holding be entitled 
to ONE (1) Equity Share of Rs. 10 each credited as 
fully paid in Straw Products Ltd for every FIVE (5) 
Equity Shares of Rs. 10 each held by him in Madhya 
Pradesh Industries Ltd upon payment to Straw 
Products Ltd in full of the calls-in-arrear due on such 
shares with interest thereon within such time as may 
be specified in the notice to be issued by Straw Pro¬ 
ducts Ltd in this behalf;. 

Every member holding fully paid 7.8% Cumulative 
Preference Shares of Rs. 100 each on such date as 
may be determined by the Board of Directors of 
Straw Products Ltd shall in respect of such holding 
be entitled to ONE (1) 7.8% Cumulative Preference 
Share of Rs. 100 each credited as fully paid in Straw 
Products Ltd for every ONE (1) 7.8 % Cumulative 
Preference Share of Rs. 100 each held by him in 
Madhya Pradesh Industries Ltd. 

i 2. Any person interested in the matter may make a reprtf- 
sefctation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, New Delhi, within 144ays 
from the date of publication of this Notice intimating his views 
on tfc proposal and indicating the nature of bis interest therdfc. 
Keg&Pfike: for STRAW PRODUCTS LIMITED 

Jayk^pur, SITAB CHAND JAIN 

DwtHtoraput; SECRETARY 

Orissa. 

Dated : 19th May, 1977. 


(c) 
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Governments, no matter 

what their political complexions arc or 
how high the intellectual honesty of their 
individual ministers is, always have to 
pretend that they can make omelettes 
without breaking eggs. Having announ¬ 
ced its resolve to reduce expenditure on 
administration and given some indication 
of how it proposes to do so, the eentral 
government is now trying to convince the 
public that its economy measures need 
cause no hardship to anybody. In parti¬ 
cular, it is being made out that no retren¬ 
chment of staff will be involved. 

This may be true as far as it goes, if only 
because the bulk of government employees 
is normally secure from retrenchment by 
virtue of its conditions of service. How¬ 
ever, it ought to be clear, surely, that the 
government, no more than anybody else, 
cannot eat the cake and have it. It is 
impossible to achieve economy in admi¬ 
nistration without an austere employment 
policy and tight control over recruitment 
of staff. To say otherwise is to indulge in 
double talk. 

If it is found anywhere in the govern¬ 
ment that a dozen men have been engaged 
to do the work of only half-a-dozen, 
there is no sense in talking about economy 
until and unless the six “extras” are eased 
out of the public payroll. The longer it 
takes to do this and the more tortuous 
the methods employed the less effective 
becomes the economy campaign. All 
this is inescapable, though unpalatable, 
truth. Hence the ingrained scepticism in 
the public mind about noisily advertised 
economy drives in the government. 
Perhaps here is a case where the emer¬ 
gency slogan, “Talk less. Work more”, 


may make it less difficult for the govern¬ 
ment to go'about effecting economy in 
the administration without fanfare and 
consequently without arousing oppo¬ 
sition gratuitously. As a matter of fact, 
economy drives should be publicised only 
after they have been successfully com¬ 
pleted. It is so often true that silence is 
golden. 

Economy of staff can of 

course be obtained only through increased 
productivity. This is a proposition which 
the big employer-ministries, such as Rail¬ 
ways and Posts and Telegraphs, particu¬ 
larly, should consider in all seriousness. 
Again banking and insurance are two 
areas where the problem of redundant 
labour might be dealt with in the short 
period through setting wholly or partially 
idle hands to the task of providing more 
and better service, more cheerfully, to the 
public. Here, it must be said that the 
nationalised banks and the LIC have been 
behaving in an extremely funny manner. 
Instead of honestly recognising the fact 
that it is their clientele who are the real 
losers from the rising working expenses of 
the nationalised banks or the LIC, these 
institutions are using these very increases 
in their expenses as a stick to beat the 
public with. Thus even elementary faci¬ 
lities and essential services to customers 
are being abolished one after another on 
the excuse that it is costing the banks or 
the LIC too much to continue to provide 
them. To the extent that it is not always 
possible to dispense with redundant staff 
immediately, both justice and wisdom 
demand that the staff concerned should 
be made to earn their pay. This is best 
done by placing the emphasis squarely on 
the amplification and improvement of the 
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facilities and services available to the con¬ 
cerned customers or the general public. 
A beginning could be made in this 
direction by restoring and strengthening 
the disciplinary jurisdiction of supervisory 
personnel at various levels. 

It should not be unrea- 

sonable to suppose that a minister for 
Health should normally be more interested 
in the living rather than in the dead. But, 
then, Mr Raj Narain is not a normal 
person, or, at any rate not a normal 
Health minister. His latest major deci¬ 
sion in the discharge of the responsibilities 
of his portfolio is that an enquiry should 
be ordered into the circumstances of Ram 
Manohar Lohia's death. After this an 
enquiry into the circumstances of the 
death of Deen Dayal Upadhyaya cannot 
be far behind, while looking into 
Shyama Prasad Mukherjec’s death has 
been long overdue. Meanwhile the wife of 
L.N. Mishra has asked for a new investi¬ 
gation into the circumstances of her 
husband's murder. 


No such special consideration, how¬ 
ever, could be pleaded for the reopening 
of the Nagamani case. Mrs Nagamani, 
callously slaughtered, brutally disfigured 
and dumped naked on the roadside, was 
after all no politician, famous or in¬ 
famous. She was only an ordinary 
housewife, such as we have in their 
millions in this or any other country and 
if her teenage son is still shedding tears 
over his mother's blood crying out for 
vengeance, his voice is not strong enough 
not to be lost in the corridors of power. 


This, of course, is no reason why our 
politicians should not have as many death 
enquiries as they could find ex-judges for. 
There will be a demand soon, I am 
sure, that the investigation of the death 
of Col. T.S. Anand should not be handled 
merely as normal police business. 
Come to think of it, La] Bahadur Shastri’s 
death was always a mystery. So was 
Jawaharlal Nehru's. After all, there are 
always people wanting to be prime ministers 
and it stands to logic that some of them 

must have as_ 1 

lively interest in 
prime ministers 
dying. 
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Price Freeze 

Leading industrial houses 
and major industrial 1 units 
which account for substantial 
part of the production of 
manufactured goods in the 
country have decided on a 
voluntary price freeze till the 
end of the year with a view to 
supporting the government’s 
efforts to hold the price line. 
The industrial houses repre¬ 
sented at a recent meeting held 
at Bombay, which took the 
price freeze decision included 
Tatas, Birias, Mafatlals, 
Kaiturbhai group of Ahmeda- 
bad, Sri Ram Group of Delhi, 
Thackerseys, Wadias, Singha- 
nias, Kirloskars of Pune, 
Mahindras and Arunachalam 
group of Madras. The major 
industrial units included ICI 
and Larsen and Toubro. At 
the end of the deliberations 
which lasted more than two 
hours, Mr kasturbhai Lalbhai, 
on whose initiative the meeting 
was convened, moved the 
resolution on holding the price 
line. This was unanimously 
adopted. 

The resolution said: “In 
order to assist the government 
in its laudable endeavour to 
hold the price line, we have 
decided not to increase the 
prices of our products till 
December 31, 1977, except in 
the oas6 of loss-making units. 
If the costs of any inputs, 
including raw 1 materials, 
increase, we shall absorb them 
as for as possible. Only if 
such costs' rise so high as to 
leader imperative •> rite in the 
prices of our productvwould 


we be compelled to effect an in¬ 
crease. We sincerely hope 
that other industrial units in 
the country will follow the 
same line of action.” 

Among those who partici¬ 
pated in these discussions were 
Mr J.R.D. Tata, Mr N.A. 
Palkhivala, Mr ArvindMafatlal, 
Mr RatanTata, MrS. Mool- 
gaokar, Mr K.M.D. Thacker- 
sey, Dr Bharat Ram, Mr S.L. 
Kirloskar, Mr Ashok Birla, 
Mr Gopal Krishna Singhania, 
Mr Gopal Wadia, Mr D.S. 
Seth and Mr Tripathi of ICI. 
Explaining the implications of 
the resolution, Mr Palkhivala 
said that industrial units whose 
representatives were present at 
the meeting would see to it 
that prices were held even if 
that meant a reduction in their 
profitability. Exemption has 
been given only to units incurr¬ 
ing losses. Thus the industry 
is making its due contribution 
for price stability. Later on, 
additional steps will betaken 
to ensure that ultimately con¬ 
sumers’ interests are protected. 

Stress on Employment 
in Planning 

The Planning Commission 
has been charged with the duty 
of formulating a plan which 
will ensure productive employ¬ 
ment in a reasonable time for 
all adults. The employment 
will be provided through pro¬ 
grammes of agricultural deve¬ 
lopment, rurai industries and 
small scale industries. In a 
meeting with the deputy chair¬ 
man and members of the 
Phoning Commission, Mr 
Moraiji Demi, prime minister 


and chairman, Planning Com¬ 
mission, laid stress on improv¬ 
ing the infrastructure and pro¬ 
vision of social services to 
increase the employment poten¬ 
tial. He ruled out substantial 
subsidies. Expansion of large- 
scale industries, except in so 
far as it is necessary to ensure 
success of the above mentioned 
sectors, will be given less 
importance. Mr Desai also 
hinted at substantial changes 
in methodology of planning 
policies, of import substitution 
and export promotion, of land 
use, credit policies, science and 
technology and development of 
backward areas. Emphasis will 
be given to detailed area plann¬ 
ing. Public distribution of food 
and other common consump¬ 
tion goods will need special 
attention. 

Marked Shift 

Dr D.T. Lakdawala, deputy 
chairman. Planning Com¬ 
mission, felt that one of the 
basic weaknesses of planning in 
India has been the limitations 
of implementation and the 
absence of proper monitoring 
and evaluation process. Since 
plans relying on agriculture 
and small-scale industry will 
largely be within the states’ 
sphere, it is essentia] to spread 
this competence in the states. 
This will also mean a marked 
shift in the Planning Com¬ 
mission's activities and the imple¬ 
mentation will be spread over 
a period of time. A substantial 
change in the emphasis will be 
felt in the sixth Plan, but it 
may be possible to change 
somewhat the fifth Plan to pave 
the way for the radical changes 
that ar? likely to follow. This 
may imply a review of some 
fifth Plan projects, irrigation 
projects and expansion pro¬ 
grammes to ensure that the 
growth focii are created in all 
parts of the country. Certain 


relatively inessential schemes in 
industry may be phased or 
dropped. 

Calling on Cotton 
Price* 

The board of directors of the 
East India Cotton Association 
Ltd at a meeting held recently, 
when representatives of some 
members of the association 
were also present, decided to 
impose a voluntary ceiling on 
prices of cotton for the current 
season, and resolved that the 
prices of standard descriptions 
of cotton be fixed effective 
from June 4, 1977 at the level 
of prices registered by the 
association as on March 31 or 
May 31, 1977, whichever was 
lower, it was further decided 
that the members of the asso¬ 
ciation be advised that they 
should not trade effective from 
June 4, 1977 at rates higher 
than the rates as slated above 
in respect of cottons of 1976-77 
season. Carrying charges, if 
any, should be charged separa¬ 
tely and these should not 
exceed two per cent. 

The board now seeks the co¬ 
operation of all the up-country 
cotton trade organisations 
and requests them to initiate 
action in respect of cotton 
grown in their areas on the 
lines indicated above. The 
board also hopes that Maha¬ 
rashtra State Cooperative Mar¬ 
keting Federation will consider 
these rates duly while fixing 
their selling rates. 

Spot Rates 

The rates fixed are Bombay 
spot rates godown delivery and 
include central sales-tax, rail¬ 
way freight, interest @ 1£ per 
cent for the period of transit, 
insurance during transit, other 
expenses not exceeding £ per 
emit and octroi at Bombay. 
Approximate maximum .rates, 
may be worked out by the 
associations concerned giving 
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due reductions in the Bombay 
spot rates and announce the 
ceiling for cottons grown in 
their respective areas. 

New Set-up iii 
Commerce Ministry 

The Commerce ministry is 
being reorganised. As a result, 
it will have only two secretaries 
instead of three. Mr S.G. Pose 
Mullick, Commerce secretary, 
has proceeded on leave pre¬ 
paratory to retirement. Or P.C. 
Alexander, Foreign Trade secre¬ 
tary, will be the new Commerce 
secretary. Under the new set¬ 
up, there will be no separate 
secretary looking after Foreign 
Trade. The Commerce secretary. 
Dr. Alexander, will look after 
Foreign Trade as well. 

Cenadian Assistance 
for 1977-78 

Canada's estimated spending 
in Official Development Assis¬ 
tance (ODA) for 1977-78 will 
be $1.1 billion, a 10 percent 
increase over last year's 
$1,000,400,000 budget. From 
1971 to 1976, ODA increases 
averaged 20 per cent, but in 
the light of the government's 
current policy of fiscal auste¬ 
rity, increases for 1976-77 and 
1977-78 have been kept at 
about 10 per cent. 

The percentage of the Gross 
National Product (GNP) to be 
spent on ODA in 1977-78 is 
projected at 0.53, the same 
as last year’s ODA/GNP ratio, 
but down from the 0.56 level 
of two years ago. Although 
Canada remains committed to 
the UN goal of 0.7 per cent 
of GNP Jot ODA, set at the 
beginning of the Second 
Development Decade in 1970, 
the government has not set a 
date for reaching that goal. 
Official Development Assistance 
include CIDA’s budget and 
all other assistance given by 
the government of Canada on 


concessional terms. So in 
1977-78, ODA will consist of 
#971,299,000 in C1DA Joans, 
grants contributions, invest¬ 
ments and advances $34,500,000 
in support for the Internatio¬ 
nal Development Research 
Centre, and $94,201,000 in 
loans from the department 
of Finance. 

Export Efforts Neod 
Reorientation 

Union minister for Commerce 
and Civil Supplies, Mr Mohan 
Dharia, stated recently that 
there would have to be certain 
reoriental ion and readjustment 
in the future export efforts to 
meet the needs of the Indian 
economy. Taking into con¬ 
sideration certain painful ad¬ 
justments that might be 
required, the government had 
already made some liberal 
policy decisions to minimise 
such adjustment pains in its 
recent import policy, he added. 
There was nq question of 
downgrading the priority treat¬ 
ment to the export sector, the 
effort needed not only to be 
sustained, but nourished and 
developed further. “It would, 
however, not be a prudent 
policy to encourage and freely 
allow the export of items of 
mass consumption and daily 
necessities.”he s ated. 

Redefining Priorities 

Mr Dtharia was deliveiing 
the convocation address for the 
post-graduate diploma in inter¬ 
national trade of the Indian 
Institute of‘Foreign Trade. He 
spoke of the government's 
effort to redefine Plan priorities 
to make development jnore 
pragmatic from the point of 
view of providing more employ¬ 
ment, wider dispersal of indus¬ 
tries and making a significant 
effort in the removal of 
poverty. Lauding the* export 
performance in 1976*77 he 


added that it was* for the fi»* 
time that the county Bida' 
trade surplus and mauy a ndn- 
traditional item had made ft 
very successful appearance ih 
the trade pattern. Besides, 
Indian goods were successfully 
competing against those of the 
west. He said although India 
was still a developing nation 
as far as science and technology 
was concerned, consultancy 
and construction know-how 
was very much being appre¬ 
ciated and sought in the deve¬ 
loping nations of west Asia. 

Advice to Taxmen 

Finance minister, Mr H.M. 
Patel recently placed before 
the Income-tax Commissioners 
a ten-point plan to improve 
their image as well as th&t of 
the administrators of direct 
tax laws. He wanted them to 
do some “introspection" on 
the wide and many arbitrary 
powers that they had been 
vested with during the last few 
years. 

Inaugurating the three-day 
annual conference of Income- 
tax Commissioners, Mr Patel 
wanted them to be lenient and 
understanding with the honest 
tax-payers while not hesitating 
to invoke the powers of search 
and seizure jn the case of 
regular tax dodgers. He plac¬ 
ed before them several sug¬ 
gestions to cbsngetbeir method 
of working. He proposed that 
the summary assessment 
scheme should be extended tp 
cover a greater number of tax¬ 
payers. He felt that the sum¬ 
mary assessment scheme intro¬ 
duced a few years ago under 
which the cases of small tax¬ 
payers were bring derided 
without calling the lessee 
had been a success and wanted 
it to be advanced forther so 
that more tupayci* cohfe 

under its ambit. 

■ ■. ■ 1 1 

He v wanted the income tax 


officials to inform the assesseCs 
before calling for th& reasons 
for doing so. gfe felt that 
^merely calling upon a tax 
'payer to appear in person 
would neither help the taxpayer 
nor would it be fair to the tax 
collector. He wanted the tax 
officials to do some home work 
on the returns submitted by 
the taxpayers before calling 
them for hearing. 

He desired that the assess¬ 
ments should be completed 
within the assessment year 
itself as the taxpayers would 
like to know their liability as 
early as possible. Mr Patel 
asked the Income-tax Commis¬ 
sioners to be more realistic in 
assessments and not, go on 
mere suepicion or half baked 
evidence. 

Saudi Loan 

Saudi Arabia signed recently 
an agreement with India ex* 
tending a loqn of $100 
million tied to finance two 
power projects in the state of 
Andhra Pradesh. This is the 
first agreement between India 
and Saudi Development Fund. 
The agreement was signed by 
Finance minister, Mr H.M. 
Patel on behalf of India and the 
Director-General and vice-chair¬ 
man of the Saudi Fund for 
Development. Since the loans 
have been signed specifically to 
finance the Srisailam and 
Nagarjunasagar power projects, 
a separate project agreement 
was also signed. The minister 
for Power of Andhra Praffesh, 
Mr Raja Ram, signed an behalf 
of the state government. The 
Srisailam project envisages the 
erection of 4x110 MW units 
with a provision of three more 
generators subsequently. The 
Hotal coat of the prqjoof is 
. estimated < at 9 s 208 crows in¬ 
cluding R» 41 crores for land 
acquisition. The first unit of 
the project ie expectecf to be 
cx>mmiasioQed in Mafoh 197?, 
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and tip second, third and 
fourth units in October 1979, 
March 1980 and October 19£0, 
respectively. 

The Nagarjunasagar project 
which is expected to be com¬ 
missioned in August this year 
will cost about Rs 15.60 crorcs. 
The total expenditure incurred 
during 1976-77 was Rs 6.26 
crores. It was envisaged that 
the Saudi fund would take into 
account the entire amount 
spent on this project from 
April 1, 1976 upto the com¬ 
pletion which was expected to 
be of the order of Rs 12.97 
crores. 

Names in the News 

Mr H.C. Sarkar has been 
appointed by the union 
government as the managing 
director of the State Bank of 
India for a period of three 
years. He has already assum¬ 
ed charge of his new post. 

Mr 0»P. Gupta has taken 
over as the general manager 
of Punjab National Bank 
from May 24, 1977. He joined 
Punjab NationafBank in 1943 
and for about 35 years he has 
worked in various capacities 
as staff controller and secretary, 
senior regional manager, deputy 
general manager, additional 
genera] manager and now as 
general manager. 

Mr A, Swaminathan, mana¬ 
ging director of Hindustan 
Organic Chemicals Limited has 
been appointed chairman and 
managing director. Experi¬ 
enced in planning, designing, 
erecting and commissioning of 
chemical complexes, he has 
also participated in their 
management. He began his 
career as a project engineer in 
Friedrich Uhdc GmbH, 
Dortmund, West Germany and 
successfully executed various 
important assignments. 

Garments Exporters Asso¬ 
ciation, New Delhi, has elected 
Mr VI jay Mehta as its Pre¬ 


sident, Mrs Prabha Chopra as 
Vice-President, Mr V.N. Behai 
as Hony. Gen. Secretary 
and MrR.J. Kohli as Hony 
Treasurer for the year 1977-78. 


Mr K* Eswaraa chairman & 
managing director of Easun 
group of industries and a 
leading industrialist of south 
India, has been elected as 


chairman of the Tamil Nadu 
state board , of the AU-India 
Manufacturers' Organisation 
for the year 1977 at the annual 
meeting held on May 21, 1977. 


TAX PAYERS 

HAVE YOU ai.ED ft 
YOUR TAX RETURNS g? 

FOR 1977-78 § 


Ordinary. 30TH JUNE It tha fast date for filing tht 
returns of your income and wealth. However. If 

* You derlva income from business or profession 

* Your net wealth includes the value of any assets held 
in a business or profession. 

RETURN FOR THE ASSESSMENT YEAR- 
1977-78 can be filsd within FOUR MONTHS 
of the close of accounting year. 


If you have not yet filed 
your Tax returns do it soon 
before the last date catches 
you unawares. 


PRESCRIBED RETURN FORMS 

Use the prescribed return forms indicated below: 
•Form No. ITS 1 

For companies other than raliglous or ehantabla trusts 
claiming exemption from tax u/s. 11. 

•Form No. ITS 2 

For parsons (other then companies snd those claiming 
exemption u/a. 11) whose total income includes 
profits and gains of business or profession. 

• Form No. ITS 2A 

For individuals, whose total income Includes salary 
Income received from the Government and ‘Income 
from other sources' but does not include any Income 
under other heads. 

* Form No. ITS 3 

Fbr iimimm £otl»r than compani.i and thou claim- 
ing exemption from tax u/s. 11) whose total income 
dose NOT Include profits and gains of business or 
profession. 


• Form No. WTS1 
For asstssees liable to wealth-tax 

The return forms can be obtained free of charge 
from the nearest Income Tax office or the Public 
Relations Officer of the Commissioner of income-tax. 


Whils flHng your roturit onsure 
that: 

* it is complete in ail respects 

* you have declared the correct particulars 
of your income/wealth 

•it is accompanied by ail relevant docu 
ments. statements of account, certificates 
tax payment challan counterfoils, receipts 
etc., appropriate to the return. 


ACKNOWLEDGEMENT FORM- 
, mEW SYSTEM 

The acknowledgement forms (ITNS 189/WTNS 19 win 
now be stapled with the returns These have to be filled 
in by you in pens A ft B stating the number of state¬ 
ments and certificates accompanying tha return. 

The receipt dark will retain part 'A and endorse the 
acknowledgement part *B’ and return the same to you 


Remember to pay income- 
tax and wealth-tax on self- 
assessment before filing 
your returns. Attach the 
challan showing payment 
of such tax to your Return. 


•Form No. ITS SA 

For aaaoaaaaa (including companies) claiming axamp* - 
tlon from tax u/l. 11. 


r 

hi it CORRECT AND 

COMF1 E 7 E HE TURN'S 

ENABLE US TO SERVE YOU BETTER 

Issued by. 

OIRECTOR OF INSPECTION 

(Publications and Public Relations) 

INCOME TAX DEPARTMENT 

NEW DltaHI. 
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COMPANY 

AFFAIRS 


. Central Bank of India 

Central Bank of India has 
reported commendable progress 
in almost all the spheres of its 
operations during 1976. Depo¬ 
sits shot up to Rs 1468 crores 
from Rs 1181 crores, register¬ 
ing an increase as much as 
Rs 287 crores or 24.3 per cent 
over 1975. Advances too re¬ 
corded a spectacular rise to 
Rs 1028 crores from Rs 830 
crores, a gain of Rs 198 crores 
or 23.8 per cent over 1975. Ad¬ 
vances to priority sectors ac¬ 
counted for Rs 240 crores in 
1976 as against Rs J91 crores 
in the preceding year while the 
credit extended to exports in¬ 
creased from Rs 56 crores to 
Rs 82 crores. The number of 
clientele swelled to 55.71 lakhs 
from 47.82 lakhs in 1975. The 
number of depositors went up 
to 51.25 lakhs from 44.12 
lakhs while the number of bor¬ 
rowers rose to 4,46 lakhs from 
3.70 lakhs in 1975. There was 
a record expansion in the 
number of agricultural bor¬ 
rowers from 2.33 lakhs to 2.97 
lakhs, while the number of 
self-employed borrowers nearly 
doubled from 0.22 lakh to 0.42 
lakhs. The other small bor¬ 
rowers too registered an im¬ 
pressive rise from 0.39 lakh to 
0.71 lakh. 

The total number of branch¬ 
es at the end of 1976 stood at 
1419 as compared ,to 1297 in 
1975 out of which 878 were 
located in rural and semi-urban 
areas as against 822 in the 
preceding year. 

TJie bank made further 
headway in rtWfflfflqgff dilef- 


mined efforts to meet its social 
obligations. The bank spon¬ 
sored four regional rural 
banks for intensive rural deve¬ 
lopment. Fifteen district 
credit plans were prepared for 
the bank’s lead districts in 
Madhya Pradesh, Uttar Pra¬ 
desh, West Bengal and Maha¬ 
rashtra in 1976, raising the 
total number to 18. Of these 
plans, five are already under 
implementation. In the interest 
of sustaining industrial pro¬ 
duction and staving off un¬ 
employment, the bank assisted 
a number of industrial units 
in their difficult times, despite 
heavy odds. It is a matter of 
great satisfaction that with the 
bank's assistance about 25,000 
workmen were saved from un¬ 
employment. 

Customer Service 

To provide better customer 
service, the bank introduced 
the one-point counter service, 
so that deposit of cash 
and cheques as well as 
withdrawals can be made at 
one counter. The customers 
can also deposit cash at any 
of the bank’s several branches 
for credit to their account at 
any other branch in the same 
city/town. The bank is 
acutely aware of the ground yet 
to cover, goals yet to reach. 
The bank has during 1976 re¬ 
designed its organisational 
-structure and its ‘management 
systems, introduced perform¬ 
ance budgeting and taken 
steps to monitor proper dep¬ 
loyment of credit according to 
national priorities. 

■0uHS|T577, thfe bank pro*: 


poses to extend banking to 
118 unbanked rural centres, 
to render assistance to an 
additional 1.5 lakhs persons, 
sponsor three more regional 
rural banks, prepare 21 more 
district credit plans in the 
bank's lead districts, finance 
80 more primary credit socie¬ 
ties and sponsor 15 more 
farmers’ service societies. The 
bank has a lot other plans to 
render service to the people. 

Sandvik Asia 

Sandvik Asia Ltd has re¬ 
ported lower sales and profits 
during the year ended Decem¬ 
ber 31, 1976. Sales declined 
to Rs 12.25 crores from 
Rs 14.28 crores in 1975 while 
gross profit declined to Rs 3.71 
crores from Rs 4.38 crores in the 
preceding year. After provid¬ 
ing Rs 51.17 lakhs for depre¬ 
ciation, Rs 13.70 lakhs for in¬ 
vestment allowance and 
R$ 206.95 lakhs for taxation 
including adjustment of prior 
years, the net surplus for 1976 
amounted to Rs 99.68 lakhs. 
In 1975 a sum of Rs 40.19 
lakhs was provided for depre¬ 
ciation, Rs 80,000 for develop¬ 
ment rebate reserve and 
Rs 308.24 lakhs for taxation, 
leaving a net surplus of 
Rs 88.33 lakhs. 

Recessionary trends in the 
engineering industry and more 
particularly inventory deple¬ 
tion by the customers due to 
credit squeeze and other factors 
affected adversely the demand 
for the products of the com¬ 
pany during the year. Exports 
of the company to highly com¬ 
petitive western markets dur¬ 
ing the year amounted to 
Rs 77.14 lakhs as against 
Rs 57.88 lakhs in 1975. 

The directors have recom¬ 
mended a dividend of Rs 20 per 
share on the enlarged share 
capital as at the end of the 
year. Ttojiridend 
an amount a of Its 35!20 lakhs. 


The directors have allotted 
44,000 fully paid new' equity 
shares of Rs 100 each as bonus 
shares to the members of the 
company in the proportion of 
one new equity share for every 
three equity shares held. The 
bonus shares are also entitled 
to the dividend to be declared. 

The company has now receiv¬ 
ed capital goods licences for 
its expansion as well as moder¬ 
nisation programme . Orders 
have been placed with the 
foreign suppliers for the supply 
of machinery and some of the 
machines pertaining to the ex¬ 
pansion programme have al¬ 
ready been received. The com¬ 
pany has agreed to undertake 
an export obligation of 60 per 
cent of the additional produc¬ 
tion upon expansion. It is 
also a term of the licence for 


JAY SHREE TEA AND 
INDUSTRIES LIMITED 

Notice to the Shareholders 

NOTICE is hereby given 
that the 3lst Annua] General 
Meeting of the shareholders Jof 
the company will be held *on 
Friday, the 29th July, 1977 at 
3.30 P.M. at Birla Buildings, 
9/1 R.N. Mukheijee Road, 
Calcutta-700C01 and its agenda 
hasbcen/will be circulated to 
all members of the company in 
time. 

The Equity Share Transfer* 
Registers (Registers of Mem¬ 
bers) will remain dosed from 
8-7-1977 to 29-7-1977 both 
days inclusive for the purpose 
of payment of dividends. 

By order of the Board 
For Jay Shree Tea & Industries 
Limited 

B.C. Biyaui 
President 

Registered Office: 

‘INDUSTRY HOUSE’ 

10, Canute Street 
Calcutta-700017 

Dated, the 1st June, 1977 

■ ~ ’ ■ - • ' 1 
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substantial expansion that the 
company shall, in accordance 
with the dilution formula, 
issue equity shares exclusively 
to Indian shareholders to 
finance a part of the expansion 
cost. Steps are being teken to 
give effect to this. The govern- 
menthas permitted the com¬ 
pany to continue the technical 
collaboration with its parent 
company, Sandvik AB, Sweden 
for the additional expanded 
capacity under the substantial 
expansion licence, upon certain 
terms and conditions. It is 
gratifying to note that both the 
company and its collaborators, 
Sandvik AB, have accepted 
the terms and conditions laid 
down by the government. 

Baroda Rayon 

With a view to reduce the 
cost of polyester yarn Baroda 
Rayon Corporation Ltd, has 
decided to put its own poly¬ 
condensation plant for conver¬ 
sion of DMT into polyester 
chips which was hitherto being 
done through outside agencies. 
The civil engineering work has 
commenced and the plant is 
expected to be commissioned 
early next year. The capital 
expenses of the plant would be 
met mainly out of internal 
resources and partly out of 
IDBI’s bill rediscounting 
scheme. 

The company has been 
granted additional capacity for 
increasing its annual nylon yam 
production from 1740 MT to 
2456 MT, and its polyester 
production from 360 MT to 
576 MT per annum. The 
schemes will be financed out 
of the company's internal 
resources. 

The synthetic filament indus¬ 
try has been passing through 
an unprecedented crisis and as 
such the year 1976 proved to 
be most difficult one for the 
company. The excessive rates 
of excise on synthetic yam 

qqpKOMur 


inflate the final cost of pro¬ 
duction resulting in restricting 
demand. Various representa¬ 
tions have been made for a 
reduction in excise duty of 
rayon, nylon and polyester 
filament yarn with a view to 
reviving the demand and having 
a reasonable return on capital 
employed for the industry. 

The rayon plant operated at 
full capacity during the year 
and the prodCftSfeai was main¬ 
tained at the same l^f||Mli||4: 
of the previous year. iMpiit 
of nylon yarn was also at the 
same level as in 1975. How¬ 
ever in 1976, the company 
received an industrial licence 
to manufacture polyester fila¬ 
ment yarn upto 360 MT per 
annum within the overall capa¬ 
city of 2100 MT per annum 
of the nylon division. The 
company manufactun-d 261 
MT of pollster filament 
yarn during the last eight 
months of the year 1076. 

Poor Off-take 

In view of the poor off-take 
of the polyester filament yarn 
by the textile industry and the 
fall in market price due to 
liberalised import policy in 
respect of polyester fibre, the 
company has resorted to pro¬ 
ducing more of nylon yarn in 
place of polyester filament 
yarn. 

Sales during the year stood 
at Rs 30.47 crores as against 
Ks 30.43 crores in 1975. The 
profit after meeting all expenses 
but before providing for depre¬ 
ciation and statutory develop¬ 
ment rebate reserve recorded 
a sharp decline to Rs 64.74 
lakhs from Rs 174.35 lakhs in 
1975. After adjustments the 
surplus amounted to Rs 92.62 
lakhs, as compared to Rs 170.17 
lakhs in the earlier year. After 
providing Rs 83.48 lakhs to 
depreciation reserve and 
Rs 9.50 lakhs to statutory 
development reserve, the com¬ 


pany has incurred a loss of 
Rs 36,528 in 1976. Hence no 
dividend either on preference 
or equity shares has been 
declared for 1976. 

Cast Tyras 

Ceat Tyres of India Ltd has 
received clearance from both 
the state and central govern¬ 
ments on its much delayed 
expansion proposal of adding 
another 160,000 units to its 
& capacity at Bhandup. Steps 
arc being taken to implement 
this expansion expeditiously. 

As the company is operating 
at present at its full capacity 
the increase in the production 
during the next two years is 
not likely to exceed 10 per 
cent above the level of last 
year. It will be only in 1979 
that the company would begin 
to obtain the benefit of higher 
production which is expected 
to increase by about 20 per 
cent over the present capacity. 

The production of bicycle 
and rickshaw tyres increased 
by 28.70 percent in 1976 as 
compared with the preceding 
year. The plant is expected to 
reach, in 1977, its full licensed 
capacity of two million tyres. 


the company has had an¬ 
other successful year. In fact 
it had a record sales of 
Rs 71.93 crores in 1976. Un¬ 
fortunately the profit, after 
taxes of Rs 109 lakhs has not 
matched the profit after taxes 
ofRs 198 lakhs of 1972 on a 
much lower sales of Rs 37.46 
crores. The operational profits 
were under constant pressure 
due to the easy availability of 
automotive tyres throughout 
the country. Whilst there was 
a growth in the sales, of about 
18 per cent, the gross profits 
increased by only 12.31 per 
cent and profits after tax were 
only marginally higher at 5.36 
per cent as compared to 1975. 
The total profits were larger 
because of a net write-back of 
Rs 52.78 lakhs, being the pro¬ 
visions for payment to colla¬ 
borators made in the earlier 
years, no longer required. 

The directors have recom¬ 
mended the payment of a lar¬ 
ger dividend of eight per cent 
for 1976. If the company’s 
operations during the current 
year prove satisfactory and re¬ 
sult in better profits it will be 
the endeavour of the board to 
maintain this dividend on the 


Dapartmimt of Atamic Enargy 

On behalf of the President of India, the Director, Directorate of Purchase 
and Stores, Department of Atomic JSncrgy, Bombay, invites tenders as 
detailed below 

( 1 ) DPS/RRC/1EB/290. Due on 29.7.77. Thermal Analyser suitable for 
simultaneous thermo-gravimetric and differential thermal analysis—l No. 

(2) DPS/RRC/IEE/291. Due on 29.7.77. Sequentrial X-ray Spectro¬ 
meter to analyser all elements above flourine in solid powder or liquid sam¬ 
ples—1 No. 

(3) DPS/HWP/IEE/48. Due on 29.7.77. Digital Specific Ion Activity 
Meter—1 No. 

(4) DPS/PREFRE/IBE/8. Due on 1.8.77. Continuous Centrifuge—1 No. 

(5) DPS/BARC/1EE/1138. Due on 1.8.77. Spectrum Analyser for Visual 
Display of Infrared Laser lines—2 Nos. 

Tender documents priced Rs 50/-each for items at S.No. 1 and 2 and 
Rs 10/- for items at S. No. 3, Rs 25/- for items at S. No, 4 and Rs 30/- for 
items at S. No. 5 and general conditions of contracts priced Re 0.50 p can be 
had from the Finance and Accounts Officer, Department of Atomic Energy, 
Directorate of Purchase and Stores, 3rd floor, Mohatta Building, Palton 
Road, Bombay-400 001, between 10 a.m. to 1 p.m. on all working days except 
on Saturdays, Import Licence will be provided only if the Items me not 
available indigenously. Tenders will be received upto 3 p.m. on the due date 
shown above and will be opened at 4 p.m. on the same day. The right is 
reserved to accept or reject lowest or any tenders in part or full without 
assigning any reasons. davp 645(46)77 
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enhanced capital resulting out 
of the latest issue of bonus 
shares, which, however, are not 
eligible for any dividend on 
the profits of the year 1976, in 
accordance with the terms of 
the bonus issue. 

The main problem which 
faced the tyre industry during 
the year 1976 was the slow 
rate of its growth. The reces¬ 
sion has persisted because of 
the depression in the road 
transport industry with whose 
fortunes the tyre industry is 
closely linked. The high cost 
of vehicles and the increase in 
the prices of fuel, lubricants, 
spare parts, etc, have seriously 
affected the growth of the road 
transport industry. Added to 
it, the greatly improved rail 
facilities available for the 
movement of goods, the punc¬ 
tuality of the trains and the 
lower freight charges have 
diverted a part of the road 
traffic to the railways. With 
the expansion of roads there 
is bound to be a corresponding 
growth in the automobile in¬ 
dustry and the automotive tyre 
industry will continue to grow 
in the coming years. 

News and Notes 

The Monopolies and Res¬ 
trictive Trade Practices Com¬ 
mission passed a 'Cease and 
Desist* Order in respect of 
M/s Bharat Television Limited 
of Hyderabad. Respondent 
company is manufacturing, 
selling and supplying television 
receiver sets and it had entered 
into agreements with distri¬ 
butors and dealers for sale. 
The notice issued to the com¬ 
pany alleged that these agree¬ 
ments appeared to contain 
restrictive trade practices such 
as area allocation, resale price, 
maintenance, exclusive dealer¬ 
ship, tie up of the voltage 
stabilisers and antenna with TV 
sets, restrictions on the appoint¬ 
ment of sub-dealers, etc. 


Tile reply to the notice of 
enquiry had been filed and the 
director of investigation sent 
his rejoinder thereto. During 
the course of subsequent pro¬ 
ceedings the counsel for res¬ 
pondent expressed willingness 
of the respondent to submit to 
an order under Section 37 of 
the act on the assumption 
that conditions for passing 
such an order existed. Com¬ 
mission accordingly passed an 
Order declaring as void such 
clauses of the agreements as 
were impugned in the notice. 
The company has been direct¬ 
ed to discontinue and not to 
repeat restrictive trade practi¬ 
ces referred to in the notice. 
The company was also direct¬ 
ed to make it clear on the front 
or on the first page of the 
price lists issued hereafter that 
prices indicated in the lists 
were the maximum prices 
and lower prices could be 
charged. The affidavit of com¬ 
pliance has been required to 
along with the latest price list(s). 

New Issues 


Cellulose’s working costs, pro¬ 
duct pricing and profits. A 
state-owned firm of consulting 
engineers has examined the 
plant thoroughly and declared 
it in perfect working condition. 

Sivalik Cellulose has retained 
the services of India’s leading 
paper technologists. M/s Bhar- 
gava Consultants Pvt Ltd, to 
supervise and provide services 
relating to truncal and pro- 

: «jy fcOW ’ and undertake 

erection and com¬ 
missioning of the entire plant. 
Commercial production is 
scheduled to begin in June 
1978. 

The paper manufacturing in¬ 
dustry is capital-intensive, and 
the active participation of public 
lending institutions like 1DB1, 
LIC, IFCI, JC1CI and PICUP 
have enabled Sivalik Cellulose 
to raise loans totalling Rs 2.02 
crores from these sources. 

The promoters and their 
friends have acquired equity 
shares to the extent of Rs 50 
lakhs while offering Rs 58 


lakhs worth for public subs¬ 
cription. UP State Industrial 
Development Corporation— 
PICUP’s share in the promo¬ 
tor's capital is Rs 11 lakhs. 

India's per capita consump¬ 
tion of paper is among the 
lowest in the world, but with 
the spread of . literacy and the 
special efforts, the government 
is committed to making to 
develop adult education the 
demand for this product is 
bound to grow rapidly in the 
coming years. 

Against an estimated demand 
for 1.33 million tons a year 
actual domestic production 
might not cross 1.15 million tons. 
The company should accord¬ 
ingly encounter no difficulty in 
marketing its products. 

With all these positive fac¬ 
tors, shareholders in Sivalik 
Cellulose should be able to 
look forward confidently to 
attractive returns on their in¬ 
vestments within a reasonable 
period of the plant's going on 
stream. 


Sivalik Cellulose Ltd. of 
New Delhi is setting up an in¬ 
tegrated pulp and paper manu¬ 
facturing plant at Gajraula in 
Moradabad district, Uttar 
Pradesh. This Rs 3.12 
crore project will produce 
bleached cultural and industrial 
papers of high quality. The 
firm's industrial licence provides 
for an annual production capa¬ 
city of900 tons for writing and 
printing purposes. 

The venture, promoted by 
Mr Inder S. Choudhrie, has 
obtained the necessary machi¬ 
nery and equipment from Nor¬ 
way, where it was already in 
operation. The plant has thus 
cost the Indian firm only 30 
per cent of the price of a new 
one. The promoters am con¬ 
fident that this saving in fixed 
capital investment will be re¬ 
flected favourably in Sivalik 


Dividend 

(per cent) 

Name of the company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 



, 


Swan Mills 

Dec. 

31, 1976 

5.0 

2.0 

Gokak Patel Volkart 

Same Dividend 

Dec. 

31, 1976 

20.0 

14.0 

Alembic Chemical Works 

Dec. 

31, 1976 

12.0 

12.0 

Metal Box Co. of India 

March 31,1977 

Nil 

Nil 

Permanent Magnets 

Dec. 

31, 1976 

Nil 

Nil 

Sivananda Mills 

New Great Eastern 

Dec. 

31,1976 

10.0 

10.0 

Spg. & Wvg 

Reduced Dividend 

Dec. 

31, 1976 

12.0* 

12.0 

Finlay Mills 

Dec. 

31,1976 

Nil 

11.0 

Gold Mobur Mills 

Dec. 

31, 1976 

Nil 

10.0 

Shreeniwas Cotton Mills 

Dec. 

31, 1976 

Nil 

5,0 

Seven Seas 

Dec. 

31, 1976 

Nil 

10.0 


•On the enlarged capital. 
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IJc«rc« 8 ami Lattars of Intont 

The following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of April 1977. The list contains the names and add¬ 
resses of the licensees, articles of manufacture, type of licences— 
New Undertaking (NU), New Articles (NA), Substantia] Expan¬ 
sion (SB), Cariy on Business (COB), Shifting—and Annual 
Installed Capacity. Details regarding licences and letters of 
intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries 

M/s. R.K. Machine Tools Pvt Ltd, C-5/7, Safdarjang Deve¬ 
lopment Area, New Delhi (Ludhiana-Punjab)—Steel Forgings— 
2500 tonnes—(COB) 

M/s Kaveri Steels Ltd., 388, Rajmahal Vilas Extention, 
Bangalore-560016 (Banglore-Karnataka)—Cold Rolled Mild 
Steel Strips; Cold Rolled High Carbon Steel Strips; Cold Rolled 
Medium Carbon Steel Strips—Total capacity 3,000 tonnes— 
(COB) 

M/s Snail Spanners (India) and Tools Ltd, 87, Nagdevi 
Cross Lane, Bombay-400003 (Bhundup-Maharashtra)—Closed 
Die Steel Forgings—500 tonnes (by way of diversification with¬ 
in the overall licensed capacity of forged Hand Tools and Indus¬ 
trial Knives as licensed under licence No. L/I2-2/17/ME1/61 
dated 27.2.1961 and Licence No. L/12-2/139/71-MEI dated 
18.3.71—(NA) 

M/s Bharat Forge Co Ltd, Mandhwa, Post Box No 57, 
Poona-411001 (Satara-Maharashtra)—Forged Rolls -1,000 
tonnes—(NA) 

# M/s Metal Fittings Pvt Ltd, I-C/3, New Rohtak Rd, New 
Delhi-110005 (Delhi)—Carbon/Alloy Stainless Steel Forged 
Fittings—3000 tonnes (on provisional basis), Carbon/Alloy 
Stainless Steel Extruded Fittings—2000 tonnes (on provisional 
basis)—(COB) 

M/s Indo-Japan Steels Ltd, 11, Govt. Place (East) Calcutta-! 
(Howrah-West Bengal)—Ingots of the following grades of steel: 
Mild Steel; Electrode quality carbon steels; Forging quality 
carbon steels: Cold-heading quality carbon steels; Hardening 
and Tempering quality carbon steels; Carbon, Carbon Manga¬ 
nese & Silico Manganese qualities of spring steels; Carbon 
Tools Steels; Case Hardening quality Carbon Steels; Free 
Cutting quality carbon sulphur steels—Total capacity 16,000 
tonnes—(COB) 

M/s Guest Keen Williams Ltd, 3-A, Shakespeare Sarani, 
Calcutta-700016 (Howrah-West Bengal)—High Tensile Bolls, 
Nuts, Studs and Rivets--From existing Capacity of 2400 tonnes 
to 4400 tonnes—(SE) 

M/s Guest Keen Williams Ltd., 3 A, Shakespeare Sarani, 
Calcutta-700016 (Bangalore-Karnataka and Howrah-West 
BengalJ—Pressed Metal Components and Assemblies—1000 
tonnes in each factory—(NA) 

M/s Usha Martin Black (Wire Ropes) Ltd, 14, Piinccp 
Street, Calcutta-700072 (Jamshedpur-Bihar)—High Carbon, 
High Tensile and free cutting steel wire rods (with minimum 
coil weight of 400 Kgs) (for captive use)—(NA) 

M/s Bharat Heavy Electricals Ltd, Hindustan Times House, 
18-20, K. Gandhi Marg, New Delhi-110001 (Tiruchy-Tamil 
NaduV^Seamless Steel Tubes in the sizes ranging from 14 mm 
to 159 mm diameter—40,000 tonnes—(NU) 

M/s Meena Steels Ltd, ‘Meena’ Swaroop Nagar, Kanpur- 
208002 XUnnao-UP)—Bars, Rods and Light Structural (To be 
manufactured from Cast M.S. Ingots to be produced m their 
own clfCtric are furnace)—12,500 tonnes—(COB) 


Electrical Equipment 

M/s West Bengal Electronics Ind. Dev. Corpn. Ltd. (A 
Govt of West Bengal Undertaking), 225 E Acharya Jagdish 
Chandra Bose Road, Calcutta-700020, (Calcutta-West Bengal) 
—Thyristor Controlled Modular Drive Systems—200 sets of 
1 to 50 KWs of which not more than 50 sets can be above 50 
KWs range—(NU) 

M/s Emco Transformers Ltd, ‘Ararat’ 89, Naginda Master 
Rd, Fort, Bombay-400023 (Maharashtra)—Power and Distribu¬ 
tion Transformers (upto 220 KV) Special Transformers, 
Reactors etc—1,000 MVA (after expansion—(SE) 

M/s NGEF Ltd, Post Bag No 3876, Bangalore-560038 
(Bangalore-Karnataka)—Systems engineering for electrical 
equipment for steel Mills Processlines etc —50 Nos—(NA) 

M/s Electronics Ltd, 7th Floor, Atma Ram House 1-Tolstoy 
Marg, New Delhi ! (Faridabad-Haryana)—Fractional Horse 
Power motors of the range of 1/8HP to I HP—25,500 Nos— 
(COB) 

M/s Siemens India Ltd, 134-A, Dr Annie Besant Rd, Worli, 
Bombay-13 (Bombay-Maharashtra)—Relay Groups — 3,000 
Nos, Tokenless Block Instruments—200 Nos, Electric Point 
Machines- - 500 Nos- (NA) 

M/s Central Electronics Lid, A Gwt of India (Deptt of 
Science & Technology) Enterprise, NPL Campus Hillside Road, 
New Delhi-110012 (Meerut-' UP)-Liquid Crystal Displays— 
25,000 Nos - (NU) 

M/s Badri Narayan Saha, 266, Dr A. B. Road, Prabha Devi, 
Bombay .400025 (SCEPZ, Bombay-Maharashtra)—Silvered 
Mica Capacitor Plates—50 Million Nos. Silvered Mica Capa¬ 
citor Slacked 7.5 million Nos, Silvered Mica Capacitors Dip¬ 
ped—7.5 million Nos-(NU) 

M/s Nayar Electronics (P) Ltd, 6, St James Court, Second 
Floor, Marine Drive, Bombay-400020 (Nasik-Maharashtra)— 
Silicon Rectifiers below 30 Amps—3,00,000 pcs above 30 
Amps & upfo 300 Amps 20.000 pcs, Silicon Controlled Recti¬ 
fiers below 30 Amps 3,00,000 pcs, above 30 Amps & upto 
300—20,000 pcs. Power Transjslors—5,00,000 pcs Zenner Diod¬ 
es—2,00,000 pcs—(NU) 

M/s Wellman (India) Ltd, Neville House, Currimbhoy Road, 
Ballard Estate, Bombay-400038. (SEEPZ, Bombay Maharashtra) 
—Core Memory Stacks —3,000 Nos—(NU) 

M/s Premier Mills (CBE) Ltd, Electronics Unit, Unit No. 3, 
SDF Bldg, SEEPZ, Andheri East, Bombay-400096,- (SCEEPZ, 
Bombay—Maharashtra)—Db(VU) Meters—one million Nos— 
(NA) 

M/s Mysore Electro Chemical Works Ltd, Yeshwantpur, 
Bangalore-560022 (Bangalore-Karnataka)—Automotive, Heavy 
Duty& Aircraft Batteries—1 2 lakhs Nos (after expansion). 
Traction Batteries -17,500 Nos (after expansion). Stationary 
Batteries—30,000 Nos (after expansion) —(SE) 

M/sJyoti Switchgears Ltd, P.O. Mogar, Taluka Anand, 
Dist Kaira (Gujarat) (Kaira-Gujarat) L.T. Air Circut Breakers 
415V, 50 C/S with hand or motor drive incorporating under 
Voltage and/or shunttrip together with over lead and short cir¬ 
cuit protection trip: 250 Amp, 400 Amp, 630 Amd (12 KA to 
35 KA)—3,700 Nos (after expansion), 1250 Amp, 1600 Amp 
(upto 45 KA) -300 Nos (after expansion)—(SE) 

M/s Mysore Electro Chemical Works Ltd, Yeshwant Pur, 
Bangalore-560022 (Bangalore-Karnataka)—Train Lighting Cells 
—10,000 Nos- (NA) 

Transportation 

M/s Khcmka Spares and Accessories Pvt Ltd, Indian Cham¬ 
ber Bldgs, Esplanade, Madras-600001 (Bangalore-Karnataka)— 
Differential Crown Whrel and Pinion for Automobiles, Tractors 
and Machine Tool Industries—300 tonnes, Hypoid, Straight and 
Beval Gears—15,000 sets—(NU) 
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Shri Manubhai H. Thakkar, Partner, Ashwin Industries 
Samlaya, Dist Baroda (Gujarat) Oaroda—Gujarat)—Passenger 
Cars—25,000 Nos-(NU) 

M/s Kirloskar Oil Engines Ltd, 13, Laxman Rao Kirloskar 
Road, Kirkee, Poona (Ahmednagar, Poona—Maharashtra)— 
Bimetal Strips—800 tonnes, Bimetal bearings—6 million Nos 
(existing)—12 million Nos (after expansion)—(NA/SE) 

Industrial Machinery 

M/s Associated Textile Engineers, 43, Dr V.B. Gandhi 
Marg, Bombay-400023 (Ahmedabad-Gujaral) -Bale Feeding 
Conveyors BBT—95 Nos, Reserve Bale Conveyors BR 3 for 4-5 
bales each—95 Nos, Balemat BR1/5 with 5 opening points—19 
Nos, Transport Fan MTV 4 with variable gear—19 Nos, Tuft 
Feeding Installation EXACTFEED FBK 8 —19 Nos, Transport 
Fan MTV-T-56/R 250-19 Nos, DUOMAT Filters SF 123/2— 
38 Nos, Electrical Control EGS—19 Nos, Card Control—150 
Nos, Double Cotonia -19 Nos, Combined Hard-Waste Openers 
—19 Nos—(NU) 

M/s T. Maneklal Mfg Co Ltd, Vaswani Mansions, Dinshaw 
Vachha Road, Bombay-400020 (Ahmedabad-Gujaral)—High 
Efficiency Sectional Warping Machine—6 Nos --(NA) 

M/s Shantilal Mohanlal Shah, Behind La Gajjar Chambers, 
Ashram Road, Ahmedabad-38C009 (Ahmedabad-Gujarat) - 
Comber needless for the cotton textile industry- 120 mill Nos, 
Comber needless for the woollen textile industry—30 mill Nos— 
(NU) 

M/s Walchandnagar Industries Ltd, Walchandnagar, Dist 
Poona (Poona-Maharashtra)—Nuclear and Chemical Machinery 
—3000 tonnes (after expansion)—(SE) 

M/s Rampur Engineering Co Ltd. 4634, Ajmeri Gale, 
Delhi-110006 (Delhi)—Belt Conveyors, Bucket Elevators and 
Screw Conveyors and others—1,200 tonnes (after expansion)— 
(SE) 

Machine Tools 

M/s Adisons Precision Instruments Mfg Co Pvt Ltd, 142, 
Kapadia Bldg, Mody Street, Fort, Bombay (Thana-Maharash- 
tra)—Micrometers—36,000 Nos, Vernier Calipers—36,000 Nos, 
Dial Gauges—36,000 Nos, Depth Gauges—2,400 Nos, Height 
Gauges—2,400 Nos—(NU) 

M/s Indian Precision Engineers, Gurusannidhi Shankara 
Park, Bangalore-4 (Bangalore-Karnataka)—Etectro-Magnetic 
Clutch Brake-Multi-Disks-5,000 Nos, Electro-Magnetic Clutch 
Brake-Single Disks—2,000 Nos, Other Allied Electro-Magnetic 
Equipment/units—1,000 Nos—(NU) 

Earth Moving Machinery 

M/s Larsen & Toubro Ltd, L&T House, Naroltam Morarjee 
Marg, Ballard Estate, Bombay-400035 (Bangalorc-Kamalaka)— 
Self-propelled vibratory compactors—100 Nos, Heavy duty 
towed compaction equipment—100 Nos—(NA) 

Miscellaneous Industries 

M/s Yadava Steel and Allied Industries Ltd, 27/82/1, Vcllat 
Lane, Trichur-1 (Kerala) (Trichur-Kerala)- Safety Razor Blades 
—120 mill Nos—(NU) 

M/s Sutlej Tools Ltd, Rainak Bazar, Jullundur City (Pb) 
(Hoshiarpur-Punjab)-Forged Hand Tools- -2500 tonnes —(NU) 

Industrial Instruments 

M/s Larsen and Toubro Lid, L&T House, P.O. Box No 278, 
Ballard Estate, Bombay (Bombay-Maharashtra)—Steel Plant 
Valves—40 Nos-(NA) * 

M/s Audco India Ltd, L&T House, Ballard Estate, 
Bombay-400038 (Madras—T.N.)—Cast and forged steel and 
stainless steel gate, gjobc and check valves and valves for water 
services in ferro steel size range 1/4'to 16' (Pressure ratings 
range ASA 150 lbs to 800 lbs)—25,000 Nos (after expansion)— 
(SE) 

M/s Karnataka Jewels Pvt Ltd, 3, ‘Nikctan’ Sudershan 


Society-2, Naranpura, Ahmed4bad-380013 (BangMore-Karaa- 
taka)—Watch Jewels—60 lakh Nos—(NU) 

Chemical* (Other than Fertilizers) 

M/s Bombay Oxygen Corpn Ltd, 5, Convent Street, Colaba, 
Bombay-400001 (Thana-Maharashtra)—Oxygen Gas—1.00 
MCM—(SE) 

M/s Indian Oxygen Pvt Ltd, Oxygen House, P-34, Taratala 
Road, Calcutta-53 (Jamshedpur-Bihar)—Argon Gas—1,22,400 
cu metres—(NA) 

M/s Bharat Pulverising Mills Pvt Ltd, Hexamar House, 28, 
Sayani Road, Bombay-25 (Maharashtra)—Endosulphan Techni¬ 
cal—1200 tonnes—(NA) 

M/s Cyanamid India Ltd, Nyloc House, 254-D2, Dr A.B. 
Road, Post Box No 9109, Bombay-400025 DD (Bulsar-Gujarat) 
—Phorate (Thimet) Technical— 450 tonnes, Accothion (Fenitro- 
thion) technical—200 tonnes—(NA) 

M/s Andhra Sugars Ltd, Venkatarayapuram, Tanuku-534211 
(A.P.) (West Godavari-A.P.) -Potassium Hydroxide (Caustic 
Potash)—5,000 tonnes—(NA) 

M/s Gujarat State Fertilizers Co Ltd, P.O. Fertilizer- 
nagar-391750 (Gujarat State) (Buroda-Gujarat)—Plastic Grade 
Nylon Chips—4,000 tonnes (after expansion)—(SE) 

M/s National Rayon Corpn Ltd, P.B. No 200, Ewart House, 
Homy Mody Street, Fort, Bombay-400023 (Thana-Maharashtra) 
Sodium Sulphide (by-product in the manufacture of rayon fila¬ 
ment yarn)—360 tonnes—(COB) 

M/s Utkal Gases Ltd, P-21/22, Radha Bazar Street, 
Calcutta-700001 (Dhenkanol-Orissa)— Oxygen Gas—0.378 
MCM, Acetylene Gas-0.127 MCM-(NU) 

Drugs and Pharmaceuticals 

M/s Chemical Industrial and Pharmaceutical Laboratories 
Ltd, 289, Bellasis Road, Bombay Central, Bombay-4000^8 
(Maharashtra)—Mfesterelone Tablets Each tablet contains Mes- 
terelone 25 mg—1 mill tablets, Mebendazole Tablets Each 
tablet contains Mebendazole 100 mg~ 8 mill tablets, Pentazo¬ 
cine tablets Each tablet contains Pentazocine Hcl 25 mg—4 
mill tablets, Pentazocine Injections (1 ml) Each 1ml contains 
Pentazocine as lactate 30 mg—2 mill ampoules, Miconidazole 
Cream (30 g. tube) Each 100 gm contains Miconidazole Nitrate 
2 g.—2.5 lakh tubes (7.5 tonnes cream)—(NA) 

M/s Albert David Ltd, 15, Chittaranjan Avenue, Cal¬ 
cutta-700072 (Calcutta-West Bengal)—Metronidazole B.P —15 
tonnes—(NA) 

M/s Ranbaxy Laboratories Ltd. Okhla, New Delhi-110020 
(Mohali-Punjab and Okhla New Delhi)—Doxycycline and its 
formulations—2.5 tonnes—(NA) 

Textiles 

M/s Mahajaa Woollens Private Ltd, G.T. Road, Pani- 
pat-132103 (Panipat-Haryana)- Shoddy Yarn—600 spindles— 
(NU) 

M/s Tin Containers & Printers (Pvt) Ltd, 3711/14, Netaji 
Subhash Road, Darayaganj, Delhi-6 (Rewari/Gurgaon-Haryana) 
—Worsted Yarn—1200 spindles—(NU) 

Shri N.K. Sureka, BR-69, Greater Kailash, New Delhi-48 
(Gurgaon-Haryana)—Worsted Yarn—1200 spindles—(NU) 

M/s Bhilwara Processors Ltd, 19, Community Centre, East 
of Kailash, New Delhi (Bhilwara-Rajasthan)—Processing of 
synthetic fabrics—15 lakh metres—(NU) 

Fermentation Industries 

M/s Ramon Distilleries Ltd, 169, Backbay Reclamation, 
Ramon House, Bombay-400020 (Aurangabad-Maharashtra)— 
Indian Made Foreign Liquors and Country Liquor—1100 bulk 
kilolitres (on provisional basis)—(COB) 

M/s Panipat Cooperative Sugar Mills Ltd Distillery Unit, 
Panipat (Haryana) Panipat-Haryana)—Indian Made Foreign 
Liquors and Country Liquor—5645 bulk kilolitres—(COB) 
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, M/a Y«zdi Distilleries, Bannimantgp Layout* Mysore-570007 
(Mysore-Karnatakal—Indian Made Foreign Liquor—709 bulk 
kilolitres—(COB) 

Food Processing Industries 

M/s Andhra Pradesh Child Nutrition Council, Ready-to-Eat- 
Food Processing Factory, Nacharam Industrial Estate, Nacha- 
ram, Hyderabad-Andhra Pradesh)—SEV or MURKU (High 
Protein Food)—7.000 tonnes—(NU) 

M/s Mohan Meakin Breweries Ltd, Mohan Nagar, Ghazia- 
bad (UP) (Gaziabad-UP)—Canned fruit juices 'nectars, canned 
vegetables, etc—3,000 tonnes—(NA) 

Letters of Intent 

Electrical Equipment 

M/s The Indian Cable Company Ltd, P O. Box No. 35, 9A, 
Connaught Place, New Delhi-110001 (Poona-Maharashtra) — 
PVC Power Cables—800 KM—(SE) 

Industrial Instruments 

M/s Premier Mills(CBE) Ltd, Electronics Unit, Unit No. 3, 
SDF Bldg, SEEPZ, Andheri East, Bombay-400096 (SEEPZ- 
Maharashtra)—Db (VU) Meters—1 million nos.-(NU) 

Change in Names (Owners or Undertakings) 

(Information pertains to particular licences only) 

From M/s K.G. Khosla & Co Pvt Ltd, New Delhi to M/s 
K.G. Khosla Compressors Ltd, New Delhi 

From M/s Assam Industrial Development Corporation Ltd, 
Shillong to M/s Cachar Sugar Mills Ltd, Kannachal Road, 
Silpukhuri, Gauhati-781001 (Assam) 

From M/s Jaya Shree Textiles A Industries to M/s The Indian 
Rayon Corporation Ltd 

From M/s The UP Export Corporation Ltd, Kanpur to M/s 
Bhadohi Woollens Ltd, Bhadohi 

Licences Revoked, Cancelled or Lapsed 

(Information pertains to particular licences only) 

S/Shri K. Dharma Rao and R.C. Mitra, M/s Ciicar Steel (P) 
Ltd—M.S. Ingots of all grades—(Revoked) 

M/s Bharat Steel Tubes Ltd, Allahabad Bank Bldg, 17, 
Parliament Street, New Delhi -Forged Hand Tools—(Cancelled) 
ShriH.K. Abrol, M/s Abrol Engg Co (HRC), 13,Birbal 
Road, Jangpura Extn, New Delhi—Electrical Switchgears etc 
—(Revoked) 

Shri R.K. Agarwal, 117/491, Pandu Nagar, Kanpur-208005 
(UP)—Printing and Writing Paper etc—(Cancelled) 

M/s The Indian Sugar & General Engg Corporation, Paras 
Cinema Bldg, Nehru Place, New Delhi-110024- High Pressure 
Thermal Power Station Boilers upto 200 MW with Pressure of 
Steam 650 lbs to 2000 lbs PSI—(Cancelled) 

M/s Alwar Alloys and Steel (Private) Ltd— Mild Steel Ingots 
of all grades—(Revoked) 

M/sBallarpur Industries Ltd, New Delhi-Newsprint and 
Pulp-^Revoked) 

Letters of Intent Lspsed or Cancelled 

(Information pertains to particular letters of intent only) 

Shri V. Jagannathan, 341 , Avanashi Road, Pappanaichenpa- 
layam, Coimbatore (Tamil Nadu)—Synthetic rubber cots and 
synthetic rubber aprons—(Lapsed) 

Shri Raj Mohan Singh, B-66, Greater Kailash, New Delhi 
(H&iyana}—Synthetic rubber cots etc-(Lapsed) 

M/s Dunlop India Ltd, Bank of Baroda Bldg (7th Floor), 
Parliament Street, New Delhi-110001 (Goa, Daman A Diu)— 


Steel Cord Belting, textile reinforced rubber conveyor belting 
and Fan and Vee belts—(Lapsed) 

Shri K.P. Gopinath, Krishna Vilas, Thycaud, Trivandrum- 
695014 (Maharashtra)—Electrically operated cashregisters— 
(Lapsed) 

Shri R.K. Bagrodia, World Trade Centre, 14/IB, Ezra Street, 
Calcutta-1 (Rajasthan)--Winding Wires—(Lapsed) 

Shri R.P. Shah, Steel A Pipe Traders, 519, Loha Bhavan, 
P. D’Mello Road, Bombay-400009 (Andhra Pradesh)—Gelatine 
—(Lapsed) 

Shri M.L. Rathi, 7, Mysore House, Civil Lines, Jaipur 
(Rajasthan)—Ossein and dicalcium phosphate—(Lapsed) 

M/s Synthetic Detergents Ltd, Kanul-670562 Cannanore 
Dist. (Kerala) (Kerala)—Synthetic Detergents—(Lapsed) 

Shri Sampat M. Bafna, C-33, Yamuda Path, Beni Park, 
Jaipur-6 (Kajasthan)—Shot Blasting Machines—(Lapsed) 

Shri P. Venkatesan, 13/240, Dewan Bahadur Road, R.S. 
Puram, Coimbatorc-2 (Tamil Nadu) -Tungsten Carbide Tips 
and Tipped Tools -(Cancelled) 

M/s Akron Rubber Industries, 134, Dhirubhai Parikh Marg, 
Kalbadcvi Road, Bombay-400002 (Maharashtra)—Scooter tyres 
and tubes—(Cancelled) 

M/s Atul Products Ltd, Atul Western Railway, Dist. Bulsar 
(Gujarat) (Gujarat) —Diuron, Cl PC A 1PC —(Lapsed) 

Shri Govind Das Daga, 5, Temple Road, Civil Lines, 
Nagpur-1 (Maharashtra)—Styroflex Capacitors—(Lapsed) 

M/s ACC-Vickers-Babcock Ltd, Express Towers, 18th Floor, 
Nariman Point, Bombay-400021 (Karnataka)—Plain Carbon 
and Alloy Steel Castings and Grinding Media -(Cancelled) 

Shri Sudhir Sareen, C/o M/s Link Chains India Ltd, 75-E, 
Himalaya House, 23, Kaslurba Gandhi Marg, New Delhi-110001 
(Haryana) -Roller Chains —(Lapsed) 

M/s Merchants India Ltd, Rani Baug, Rewa, MP (MP)— 
Power Capacitors -(Cancelled) 

M/s Kothari Sugar and Chemicals Ltd, Kolhari Buildings, 
Post Box No. 3309, 20. Nungambakkam High Road, Madras- 
600034 (Karnataka)- Kraft and Wrapping Paper—(Lapsed) 

M/s Chandrakant Harishankcr, No. 2A, Maker Bhavan 
No. 2, 18. New Marine Lines, Bombay-400018 (MP)—Tantalum 
Capacitors—(Lapsed) 

Shri P. Raghunathu Reddy, 10-5-64/5/4, Sriramnagar, Masad 
Tank Area, Hyderabad-500028 (Andhra Pradesh)—Tyre and 
Tube Valves and Cores etc—(Lapsed) 

M/s Sylvaniq & Laxman Ltd, 68/2, Najafgarh Road, New 
Delhi (Delhi)- Glow Bottles A Starters—(Lapsed) 

M/s Bengal Coal Co Ltd, 8, Clive Row, Calculta-1 (West 
Bengal)—Cresols and Sodium Sulphite—(Lapsed) 

M/s Philips India Ltd, Shivsagar Estate, Block ‘A’ Dr. Annie 
Bcsant Road, Post Box No. 6598, Bombay (Maharashtra)— 
Carbon Resistor Caps—(Revoked) 

Shri N. Vishnu Vardhan Reddy, Panchvaty. 3-7-226/A, 
Ilimayat Nagar, Hyderabad-29 (Andhra Pradesh)—Thinner 
Gauges Winding Wires—(Lapsed) 

M/s Arvind Distillery & Chemicals Ltd, 1/30, Pantheon 
Road, Madras-600008 (Tamil Nadu)—Acetic Acid—(Lapsed) 
M/s Kerala State Electronics Development Corporation Ltd, 
Keltron House, Vcllayambalam, Trivandrum-695001 (Kerala) 
—Monolythic Capacitors—(Lapsed) 

M/s Elcar Corporation, 229, New Market, Chikpet, 
Bangalore-560053 (Karnataka)—Carbon A Metal Film Resistors 
—(Lapsed) 

M/s Stewarts and Lloys of India Ltd, 41, Chowringhee Road, 
Post Box No. 270, Calcutta (Tamil Nadu)—Fabricated Pipe- 
works and Tubular Structurals—(Lapsed) 
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RECORDS 

Foreign collaborations Ax rn 

STATISTICS 

The union government approved 131 applications for foreign technical/financial collaborations during 
the quarters October-December. 1976 and January-March, 1977. The number of cases Involving financial 
participation was 16. Of the total number, as many as 24 proposals had export-orientation. 

The number of proposals approved in the quarter October-December, 1976, was 76, of which 10 involved 

financial participation. In the next quarter. January-March, 1977, 55 cases were approved, of which six 
involved financial participation. 

The following is the list of the foreign collaboration arrangements approved during the six months to March 
31, 1977. 

(October-Decemebr 1976) 


SI. Name of the Indian company Name of the foreign collaborator Item of manufacture 

No. 

1 2 3 ~ — 


INDIA-AUSTRALIA 

I. M/s. Engine Clinic & Service Engineers M/s. Warren & Brown Co., 119, Bal- W.B. Sealer. 

Pvt. Ltd., 2/155 Mount Road, Madras- larat Road, Footscray, P.O. Box. 

600002. No. 235, Victoria, Australia. 

*2. M/s. Newcra Plastcel Pvt. Ltd., H.No. M/s. Aslor Plastccl Windows Pvt. Steel Reinforced PVC products. 

2175, Sector 22-C, Chandigarh. Ltd., Australia. 

(Composite case) 

INDIA—AUSTRIA 

3. M/s. Bharat Forge Co. Ltd., Mundhwa, M/s. Vereinigte Ostcrreichische Forged Rolls. 

Poona-411036. Eiscn-Und Slahlwerke AG.. Austria. 

INDIA—DENMARK 

4. M/s. E.l.D. Pauy (India) Ltd., Dare M/s. Haklor Topsc A/S, Nymolievcj Methanol from rc-vampcd Ammonia 

House', Parry's Corner. Madras-600001. 55, P.O. Box, 213, DK-2800 Lyngby, plant. 

, Copenhagen, Denmark. 

*5. M/s. Orissa Cement Ltd., U-45/47, Con- M/s. Vilrohm Electronics Ind., Metal Film Resistors. 

(F) naught Place, New Delhi-110001. Denmark. 

(Composite case) 

6. M/s. Vulcan-Laval Ltd., Mustafa Build- M/s. Anhydro A/S. 8, Ostmarken, Falling film evaporation, spray dry¬ 
ing, 7A, Sir Phirozcshah Mehta Road, DK-2K60, Soborg, Copenhagen, ing flash, drying plants. 

Bombay-400001. Denmark. 

INDIA—FEDERAL REPUBLIC OF GERMANY 

*1. M/s. S.N. Fasteners Ltd., 7, Forest Park, M/s. Peltzer & Ehlcrs, 414 Krefeld, High Tensile Fasteners, 

(F) Bhubaneshwar-751009. Postfach 3173, FRG 

8. M/s. Cable Corporation of India Ltd., M/s. Siemens AG, Wittelsbacher- Cross Linked Poletbylene Cables 

Laxmi Building, 6, Sheriff Vallabhdas plalz 2, D 8000, Muenchen 2, FRG. of 11 KV and above. 

Marg. Bombay-400038. * 

9. M/s. Dalai Engineering Ltd., 36/37, Jolly, M/s. Obermaier&Cie, Vcrwaltungs- Turbo-Rapid type of Dyeing Plants. 

Maker Chambers II, Nariman Point. G.nbH, Neustadt/Weinstrasse, FRG. 

Bombay-400021. 

( F) Indicates cases involving financial participation also. ('*’) Indicates cases with export orientation). 

1 ’ 
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2 


3 


4 


*10. Mr R.R. Bareja, 10/1, Prlnccp Street, 
(F) Calcutta-13. 

*11. M/s. Electrothermics Pvt. Ltd., 7/4, KM 
Stone, Nagarjunasagar Road, Karman- 
ghat, Saroor Nagar Post Office, 
Hyderabad-500036. 

(Composite case). 

*12. M/s. Pfeiffer-Rao (India) Pvt. Ltd., Plot 
No. 3B(N.P) Industrial Estate, Ambattur, 
Madras-98. 

*13. M/s. Greaves Cotton & Co. Ltd., 1, Dr. 
V.B. Gandhi Marg, Fort, Bombay-400023. 
(Composite case). 

14. M/s. Guest Keen Williams Ltd., 3A, 
Shakespeare Sarani, Calcutta-700016. 
(Composite case) 

15. M/s. Engineering Projects (India) Ltd., 
Kailash, Kasturba Gandhi Marg, New 
Delhi-110001. 

16. M/s. Wcsterwork Engg. Ltd., 5-D Vulcan 
Insurance Bldg., Veer Nariman Road, 
Churchgate, Bombay-400020. 

17. M/s. Marshall Sons & Co. (Mfg.) Ltd., 
Marshall Building, 9, Second Line Beach, 
Madras-1. 

(Composite case). 

18. M/s. K.G. Khosla Compressors Pvt. Ltd., 
1, Deshbandhu Gupta Road, New Delhi. 

*19. M/s. United Carbon India Ltd., MIDC 
Plot No. 3, Trans, Thana Creek Area, 
Thana, Belapur Road, Maharashtra. 

20. M/s. Bharat Bijlec Ltd., Electric Mansion, 
Appasaheb Marathe Marg, Prabhadevi, 
Bombay-400025. 

21. Mr S.M. Maurri, B-7/15/1, Safdarjung 
Enclave, New Delhi-110016. 

22. M/s. K.S.B. Pumps Ltd., Bombay-Poona 
Road, Pimpri, Poona-411018. 

(Composite case). 

23. M/s. West Bengal Alloy Steel Ltd., 23-A. 
Netaji Subhas Road, Calcutta-700001. 

*24. Dr. Mihir Chattcrjee, C-8, Datta Guri 
(F) Colony, Deonar, Bombay. 

25. M/s. Walchandnagar Industries Ltd., 
Post Walchandnagar, Distt., Poona- 
413114. 

*26. M/s. Western Mechanical Industries Pvt. 
Ltd., ‘Industry Manor’. Near Century 
Bazar, Bombay-400025. 


M/s. Arnold Knipping, GmbH, 
5270, Gumersbach, FRG. 

(i) M/s. Tako Granit of FRG. 

(ii) M/s. Garl Meyer of FRG. 


M/s. Pfeiffer, GmbH, Ettlingen, 
FRG. 

M/s. Binder Magnetic GmbH, 
FRG. 

M/s. Hoesch Rothe Erdc-Schmie- 
dag AC. of F.R.G. 

M/s. Braunschweigisclie Maschinen- 
bauanslalt BMA, 33, Braunsch¬ 
weig, Post Box 3225, Federal 
Republic of Germany. 

M/'s. Ludwig-Offen-Indugas Indus¬ 
trie Offenanlagen, GmbH, 43, Essen, 
Moltkepltaz 1, Poslschliessfach 
1046, FRG. 

M/s. Demag, Baumaschinen, 
GmbH, FRG. 


M/s. GutehoffnungslnUte, Sterkrade 
AG, Obcrhausen, FRG. 

M/s. Industries Chemie Thoma 
GmbH and Co. KG, Federal 
Republic of Germany. 

M/s. Transformatoren Union AG, 
Stuttgart, FRG. 

M/s. Hoxtersche Gummiladen- 
fabrik, Emil Atntz KG, 347 Hoxterl, 
Poslfach, 10364, FRG. 

M/s. K.S.B., of FRG. 


M/s. Edelsthalwerke Buderus, AG, 
63300 Wetzlar, FRG. 

M/s. Nattermann & Cie GmbH, 
Nattcrmann Allee 5, Cologne 30, 
FRG. 

M/s. Heinz Lehmann Co. Ltd., FRG. 


M/s. Maschinenlabrik Augsburg 
Nurnberg Aktiengesellschaft, Werk 
Nurnberg, 8500 Nurenberg 115, 
Abholfach FRG, 
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Self Tapping Sheet Metal Screws, 
Granite Slabs. 


Fabricating Machines, Vacuum 
Vibrating Apparatus, Picovex-Coats 
Machines and Moulds. 

Etcctro magnetic multi disc clutches 
and brakes. 

Double Shank Elastic Rail Spike. 


Milling Tandems for Sugar Plants. 


L.P.G. fired continuous Roller 
Hearth Qennch Annealing Furnace 
for Stainless Steel Seamless Tubes 
Plant. 

Self-Propelled Hydraulic Mobile 
Cranes. 


Screw type Air Compressors. 
Cresols and Related Products. 


Special Types of Transformers. 


Fan & V Belts. 


Special Pumps. 


Alloy Steel Strips and other Rolled 
Products. 

Senna Extracts. 


Bigger Sizes of Centrifugal Machines. 


Steel Works Cranes. 


—Contd. 
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27. M/s. Bengal Electric Lamp Works Ltd., M/s. Nikolaus Sorg, GmbH, Glass Shells and Glass Tubings. 

Fairilee Place, Calcutta-!. FRG. 

28. M/s. Precision Bearing India Ltd., M/s. G.u.j. Jaeger GmbH, FRG. Special Ball Bearings. 

Nariman Point, Bombay-400021. 

INDIA—FRANCE 

29. M/s, Larson &Toubro Lid., L&T House, M/s. UNELEC of France. Moulded Case, Air Circuit Breakers. 

Ballard Estate, Bombay-400038. 

(Composite case) 

30. M/s. Larsen & Toubro Ltd., L&T House, M/s. POCLAIN S.A., France. Hydraulic Excavators of higher capa- 

Ballard Estate, Bombay-400038. city upto 4.2 cubic metres. 

(Composite case). 

31. M/s. The Aluminium Industries Ltd.. No. M/s. Delle-Alsthom, 130, Rue Leon Various types of relays. 

1, Ceramic Factory Road, Kundara Blum, 69611 Villeurbannc, France. 

(Kerala) 

INDIA—GERMAN DEMOCRATIC REPUBLIC 

32. M/s. New Bharat Engineering Works M/s. VEB Werkzeugmaschincnkom- Horizontal Boring and Milling Ma- 

(Jamnagar) Pvt. Ltd., Pandit Nehru Road, binat “Fritz Heckert” 9030 Karl- chine Spindle dia 80 mm. 

Jamnagar-361002. Marx-Stadt. Jagdschankenstr, 17, 

GDR. 

33. M/s. National Instruments Ltd., I/1-Raja M/s. VEB Fienmess Dresden, DDR Scale Reading Devices. 

Subodh Chandra Mullick Road, Calcutta- 8023, Dresden, Kleiststr 10, P.O.B. 

700032. 31, GDR. 

34. M/s. Hindustan Photo Films Mlg. Co. M/s. VEB Film Fabric Wolfcn-Foto Roll Films. 

Ltd., Ootacamund-5. Chcmisches, Kombinat Wolfen GDR. 

35. M/s. Tamil Nadu Industrial Development M/s. W.M.W. Export Import DDR- Various types of bearings like eyllin- 

Corporalion Ltd., 150-A. Annasalai, J04 Berlin, Chanssecstr 111-112, derical roller ball & taper roller 

Madras-600002. (East Berlin) GDR. bearings. 

INDIA—NETHERLANDS 

*36. M/s. Repetition Parts Pvt. Ltd., L.B. M/s. Altap B.V., Holland. High Speed Steel Conical Cutters, 

(F) Shastri Marg, Bhandup, Bombay-400078. Dic-Sinking Cutter, End Mills and 

Reamers etc. 

37. M/s. Philips India Ltd., Shivsagcr Estate, M/s. Philips of Holland. Component Wires. 

Block ‘A*, Dr. Annie Besant Road, Worli, 

Bombay-400018. 

(Composite case). 

INDIA—ITALY 

*38. M/s. Karccmsons Pvt. Ltd., Rama- M/s. Societa Per La Filatura, Italy. Silk Tops. 

(F) nagaram-571511, Bangalore Distt. 

(Karnataka State). 

(Composite case). 

39. M/s. E.l.D. Parry (India) Ltd.. “Dare M/s. Tecnimont S.P.A., Via le Monte Sodium Tripoly Phosphate. 

House", Parry's Corner, Madras-600001. Grappc 3. Milano, Italy. 

INDIA—JAPAN 

40. M/s. Universal Electrics Ltd., 9/1 R.N. M/s. Mitsubishi Electric Corpn., Relays. 

Mukhcrjec Road, Calcutta-700001. Japan. 

41. M/s. Vajragunak Pvt. Ltd., 362, A.P.O. M/s. Art Metal Mfg. Co. Ltd., No. Pistons and Piston Rings. 

Uchagaon. Distt. Kolhapur 14-5, 6 Chome Ginza, Chuo-Ku, 

(Maharashtra). Tokyo. 

INDIA—POLAND 

42. M/s. National Instruments Ltd., 1/1. Raja M/s. METRONEX, Poland. Domestic Gas Meters 

Subodh Chandra Mullick Road, Calcutta- 

700032. 

(Composite case). 

—Contd. 
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43. M/s. Jessop & Co. Ltd., 63, Netaji Subhas 
Road, Calcutta-700001. 

44. M/s. Modi Arc Electrode Co., Prop. Modi 
Industries Ltd., Modinagar (UP). 

45. M/s. Sandvik Asia Ltd., Bombay-Poona 
Road, Poona-411012. 

*46. M/s. Vishal Chemical (India) Ltd.. 2. Flag 
Stair Road, Delhi-110054. 

47. M/s. Jayna Time Industries Pvt Ltd., 7/25, 
Daryaganj, New Delhi. 

48. M/s. Eutectic Welding Alloys of India 
Ltd., L&T House, Bombay-400038. 


49. M/s. Kothari (Madras) Ltd., Kothari 
Bldg., 20, Nungambukkam High Road, 
Madras (Tamil Nadu). 


50. • M/s. T. Maneklal Manufacturing Co. Ltd., 

Vaswani Mansions, Dinshaw Vaehlia 
Road, Bombay-400020. 

51. M/s. Synthetics & Chemicals Lid., 7, J. 
Tata Road, Bombay-400020. 

52. M/s. Advani Oerlikon Ltd., Radia House, 
6, Kaikhushroo Dubhash Marg, (Rampart 
Row), G.P.O. Box-1546, Bombay-400001. 
(Composite case) 

*53. Mr Jyoti Ghosh, Managing Director. 
Management Advisory & Development 
Services Pvt. Ltd., 95, Jor Bagh, New 
Delhi-110003. 

(Composite case). 

54. M/s. The General Electric Co. of India, 
‘Magnet House', 6. Chittaranjan Avenue. 
Calcutta-700072. 

55. M/s. Bata India Ltd., 30, Shakespeare 
Sarani, Calcutta-700017. 

56. M/s. Punjab State Indl. Development 
Corpn. Ltd., Sector 17-A, 

Chandigarh-160017. 

57. Mi M.H. Malkani, Flat 108, Tivoli 
(V) Court, Calcutta-700019. 


S8. The Government Electric Factory, Mysore 
Road, Bangalore-560026. 

(Composite case) 


INDIA—SWEDEN 
M/s. Hagglund Und Soncr of 
Sweden. 

M/s. ESAB, Box 8850, S-40271, 

Gothenbcrg, 8, Sweden. 

M/s. Sandvik AB of Sweden. 

INDIA—SWITZERLAND 

M/s. Unipektin A.G., Eschenz CH- 
8034 Zurich, Dulburstrasse 48. 
Switzerland. 

M/s. Enicar S.A., Switzrcland. 

M/s. Institute De Recherches Tech- 
nologiques Ft. Industrielles. S.A., 
30, Boulevard Peroller, Fribourg. 
Switzerland. 

(1) M/s. Blanchut & Bortrand Con¬ 
sulting Engineers, 2 Rue 
Grenus, Geneva, Switzerland. 

(2) M/s. Voemard Machines Co. 
S A., 2301 LA Chaux-de-Founds, 
Switzerland. 

M/s. Sam Vollenweider Ltd.. Textile 
Machinery Works, 8810 Horgen. 
Switzerland. 

INDIA—UK 

M/s. Croda Synthetic Chemicals 
Ltd., Covvick Hall. Snaith Goolc, 
North Humberside, IJK. 

M/s. Cooperheat, England (UK). 


M/s. Avdb Heat Transfers Ltd., 
UK 


M/s. The General Electric Co. Ltd.. 
I, Stanhope Gate, London WL, 
UK. 

M/s. Bala Development Ltd.. 151 
Oxford St., London, UK. 

M/s. Desoutter Brothers Ltd., The* 
Hyde, Hendon, London NW 6, ND 
England. 

M/s. Compaii International Ltd., 
The Grove, Slough, Berkshire. 
England. 

INDIA—USA 

M/s. Westinghouse Electric Corpo¬ 
ration, USA. 


Electiic Hydraulic Ship Deck Cranes. 
Special Welding Electrodes. 

Tungsten Carbide Products. 

Modified & Refined Guar Gum and 
Derivatives. 

Watches 

Automised Metal Powder Alloys. 

Wrist Watches. 


Cropping & Shearing Machines, 
Pear less Shearing Machine & Peer¬ 
less Shearing Lines etc. 

Vinyl Pyridine Monomer. 


Equipments and Accessories for Heat 
Treatment of Welded Structures 
etc. 

Thermo Print Paper. 


Diesel Alternators. 

Leather Footwear etc. 

Portable Electric Tools. 

Sophisticated Fluid Power Equip¬ 
ment. 

H.V. Instrument Transformers. 

—Contd. 
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59. 

60. 

*61. 

62. 

(F) 

63. 

64. 

65. 

66 . 

67. 

68 . 


69. 


70. 


71. 


72. 


73. 


*74. 

(F) 

*75. 


M/s. Ushamil Associates Pvt. Ltd., K-4Q, 
Connaught Circus, New Delhi-110001. 

M/s. Indian Core Oils, Plot No. 53, Sector 
No. 6, Faridabad. 

M/s. Shriram Pistons & Rings Ltd., 23, 
Kasturba Gandhi Marg, New Delhi- 
100001. 

M/s. Gabriel India Ltd., S-304, L.B. Shas- 
tri Marg, Mulund, Bombay-400080. ^ 

M/s. Eastern Abrasives Ltd., P. 241, Lake 
Road. Calcutta. (West Bengal). 

M/s. Cutler-Hammer India Ltd., 38, Netaji 
Subhas Road, Calcutta-700001. 

M/s. Synthetics ft Chemicals Ltd., 7, J. 
Tata Road, Bombay-400020. 

M/s. Mewat Metal Powders (India) Pvt. 
Ltd., Harish Chambers, 313/19, Samuel 
Street, Bombay-400003. 

M/s. Khusiram Tarachand Pvt. Ltd., 9, 
Altamounl Road, Bombay-400026. 

(KFTZ case) 

M/s. Synthetic ft Chemicals Ltd., 7/J. Tata 
Road, Bombay-400020. 


M/s. Bharat Heavy Electricals Ltd., 18-20, 
Kasturba Gandhi Marg, New Delhi- 
110001 . 

M/s. Karnataka Vidyuth Karkhane Ltd., 
Post Box. No. 579, Mysore Road, 
Bangalore-26. 

(Composite case). 

M/s. Wadco Tools Pvt. Ltd., 8-Candy 
House, Mandik Road, Colaba, 
Bombay-400039. 

M/s. Merchants India, Bani Baug, Vill: 
Chorhatta, Rewa (MP). 


M/s. Carborundum Universal Ltd., 11/12 
North Beach Road, Madras-600001. 

Mr Hariram K. Barot, Chamanlal Park, 
Panchwati, Ambawadi, Ahmedabad- 
380006. 

M/s. General Foundries Ltd., White Field 
Road, Bangalore. 


M/s. Pennsylvania Crusher Corpn., 
Box 100, Broomall, Penny 19008, 
USA. 

M/s. Delta Oil Products Corpora¬ 
tion, 6263, North Teutonic Avenue, 
Milwaukee, Wis, 53209, USA. 

M/s. Muskegon Piston Ring Com¬ 
pany, 1839 Sixth Street, Muskegon, 
Michigan, USA. 

M/s. Federal Mogul Corpn., P.O. 
Box No. 1966, Detroit, Michigan 
48235, USA. 

M/s. Carborundum Co., USA. 

M/s. Cutler-Hammer World Trade 
Inc, 4201 N 27th Street, Milwaukee, 
Wisconsin 53216, USA. 

M/s. W.R. Grace & Co. 1114, Ave¬ 
nue of Americas, New York, New 
York 100316, USA. 

M/s. American Cyanamid Company, 
Wayne, New Jersey 07470, USA. 

M/s. Miner Enterprises Inc., Inter¬ 
national Division, Chicago, Illinois, 
USA. 

M/s. Uniroyal International (Divi¬ 
sion of Uniroyal Inc. USA), Oxford 
Management ft Research Centre, 
Middlcbury, Connecticut 06749, 
USA. 

M/s. Airprehcatcr Company Inc., 
USA. 

/ 

M/s. Westinghouse Electric Corpn., 
USA. 


M/s. Stewart Warner Corpn., USA. 


M/s. General Electric Co., Inter¬ 
national Licensing Deptt., 570 
Lexington Avenue, New York, 
(USA.). 

M/s, Carborundum Co., Niagara 
Falls, USA. 

M/s. General Mills Chemicals Inc., 
4620, W.77th Street, Minneapolis, 
Minnesota, USA. 

M/s. Tectron Inc., 3361, La Cienega 
Place, Los Angeles, California, 
90016, USA. 


Materials Reduction Equipment. 


Air Setting Silicate Binders (Foundry 
Chemicals). 

Piston Rings. 


Bimetal Strips and Bimetal Bearings, 
Bushes and Thrust Washers. 

Coated Abrasives. 

Switchgear, Motor Control Gear, 
Electrical/Electronic Refrigeration 
& Air Conditioning Controls etc. 
Butadiene Catalyst. 


Dioyna Diamide etc. 


Draft Gears and Buffers. 


Vinyl Pyridine Latex. 


Tri-sector Regenerative Air Prc- 
Hcaters. 

HV oil impregnated type condense 
bushings from 72 KV to 420 KV 
range. 

Pneumatic and Power Tools. 


Polypropylene Film Power Capacitors 
H.T. 


Bonded and Coated Abrasives. 

Guar-Gum Pulverised ft Treated 
and Modified Blends. 

Iron and Steel Castings. 

— Clotttd- 
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INDIA—USSR 

76. M/s. Hindustan Steel Ltd., Ranchi (Bihar). M/s. Tiazhpromexport, Moscow Slab Casting Machines. 

(USSR). 

ABSTRACT 

1. Approvals involving financial participation 10 

2. Approvals involving only technical collaboration 66 


Total 76@ 


@ Including 16 Composite cases and 1 KFTZ case. 

(January-March 1977) 


SI. No. Name of the Indian company 

Name of the foreign collaborator 

Item of manufacture 

1 2 

3 

4 


*i. 


2 . 


*3. 


4. 


5. 


6 . 

7. 

8 . 

9. 

* 10 . 

11 . 


INDIA—CANADA 

M/s. Foster Wheeler Ltd., St. Cathc- Water Tube Boilers, 
rines, Ontario, Canada. 

INDIA—CZECHOSLOVAKIA 

M/s. Skodaexport, Czechoslovakia. Synchronous Condensers. 


M/s. Walchandnagar Industries Ltd., 
Construction House, Walchand Hira- 
chand Marg, Ballard Estate, Bombay. 

M/s. Bharat Heavy Electricals Ltd., Unit: 
Heavy Power Equipment Plant, Rama- 
chandrapuram, Hyderabad-32. 

M/s. Patel Brothers Services and Engineer¬ 
ing Pvt. Ltd., Elphinstone Bldg., 6, Veer 
Nariman Road, Bombay-400001. 

INDIA 

M/s. Pioneer Electric Furnace Manufac¬ 
turers, G1DC Industrial Estate, Vithal 
Udyognagar, Vallabh Vidyanagar-388120, 
Distt: Kaira (Gujarat). 

M/s. Hindustan Steel Ltd., Bhilai Steel 
Plant, P.O. Bhilai, Distt. Durg (MP). 
M/s. Engineers India Ltd., Samachar 
Bhawan, 4, Parliament Street, New Delhi- 
11000J. 

M/s. National Instruments Ltd., 1/1 Raja 
S.C. Mallick Road, Calcutta. 

M/s. Utkal Machinery Ltd., Kansbahal 
770034, Distt. Sundargarh (Orissa). 

M/s. Heavy Machine Building Plant, 
Heavy Engg. Corpn. Ltd., Dhurwa, 
Ranchi-4. 

Mr V.C. Burman, 43-A, Prithviraj Road, 
New Delhi. 

(Composite case) 

M/s. Westerwork Engineers Pvt. Ltd., 5-D, 
Vulcan Insurance Bldg., Veer Nariman 
Road, Churchgate, Bombay. 


INDIA—DENMARK 
M/s. Aminodan A/S., 9990, Skegcn, 
Denmark. 


M/s. Kerabedarf, FRG. 

M/s. Oschatz GambH, Damfkersel- 
fabrik, 4300 Essen, Westendorf 10, 
FRG. 

M/s. 1SCO Optische Werke, GmbH, 
34 Gottingen, Postfach 208, FRG. 
M/s. Maschinenfabrik B. MaicrKG, 
D-4800, Bielefeld 14, Postfach 
140640, FRG. 

M/s. DEMAG, D-4100, Duisburg-13, 
Postfach-130243, FRG. 

M/s. Wella AG, FRG. 


M/s. Gebruder Wagner, 7000 Stut- 
gart-50 (Bad Cannstatt), Postfach- 
510229, Hofenerstrasse 118126, FRG. 


Industrial Effluent Treatment Plants. 


Refractory Bricks. 

Waste Heal Boilers. 

Camera Lenses. 

Chipping Rotors (Drum Chippers 
for Pulp & Paper Plants). 

Bridge Overloader. 

Assorted Hair Cosmetics. 

Travelling Grate Stockers, 

— Contd* 


—FEDERAL REPUBLIC OF GERMANY 

M/s. Otto Junker GmbH, D 5107, Induction Melting Furnaces. 
Simmcrath. Lammersdors, FRG. 
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12 . 


13. 


14. 


♦15. 

(F) 

16. 


17. 

18. 

19. 

20 . 

21 . 

22 . 


*23. 


24. 

*25. 

26. 


INDIA—FRANCE 

M/s. Asha Industries, 21, Dalai Street, M/s. S.A. Lebocey Industries, 
Share Bazar, Bombay. France. 

(Composite case) 

M/s. Bharatiya Agro-Industries Founda- M/s. 1FFA Merieux, Lyon, France, 
tion, Uruli-Kanchan. Poona, 

(Maharashtra). 

(Composite case) 

INDIA—NETHERLANDS 

M/s. Tata-Robins-Fraser Ltd., 11, Station M/s. International Handling, 

Road. Jamshedpur. Amsterdam. 


Mr Ajit Bhatnagar/Mr H.P. Bhatnagar, 
B-15, Green Park, New Delhi. 

M/s. Star Textiles Engg. Works Ltd., 
Dhanraj Mahal, Chhatrapati Shivaji 
Maharaj Marg, Bombay 
(Composite case). 

M/s. I.D. & P.L., N-12, South Extension, 
Part-I, Ring Road, New Delhi. 

M/s. Bharat Heavy Electricals Ltd., 18-20 
Kasturba Gandhi Marg, New Delhi. 
M/s. Lohia Machines Pvt. Ltd., 73-A, 
Fazalganj, Kanpur. 

M/s. Dumet Wire (India) Ltd., 11, Tuke- 
ganj Main Road, Indore. 

M/s. Tndo-Nippon Chemical Co. Ltd., 
Maker Bhavan, No. 2, 18 New Marine 
Lines, Bombay. 

M/s. Karnataka State Indl. Investment & 
Dev. Corpn. Ltd., “Harinivas", 36 Cunnin¬ 
gham Road, Bangalore, Karnataka. 

M/s. Electrical Switchgears Pvt. Ltd., 
R5/42, New Raj Nagar, Ghaziabad (UP). 


Hindustan Brown Boveri Ltd., Brown 
Boveri House, 264/265 Dr. Annie Besanl 
Road, Bombay. 

M/s. E.K. Jhunjhunwala, Vijay Mahal, 
12-Walkeshwar Road. Bombay. 
(Composite case) 

M/s. Hindustan Brown Boveri Ltd., 
Brown Boveri House, 264/265, Dr, Annie 
Besant Road., Bombay. 

(Composite case) 


INDIA—ITALY 
M/s. Atlier, N3 Rome, Italy. 

M/s. Fratclli Marzoli & Co., Italy. 


M/s. Framafin S.P.A., 20121 Milano, 
Via Appiani-22, Italy. 

M/s. Nuovo Pignone, Italy. 

M/s. Meccanotessile, Como, Italy. 

INDIA—JAPAN 

M/s. Tokyo Seison Kogyo Co. Ltd., 
7-24, Nishi, 4-Chome, Omori Ota- 
kukum, Tokyo, Japan. 

M/s. Nissan Chemical Industries 
Ltd,, Kowa-Hitessubashi Bldg., 7-1, 
3, Chome Kanda-Nishikicho, Chiye- 
daku, Tokyo, Japan. 

M/s. Mitsubishi Rayon Co. No. 8, 
2-Chome, Eyobashi Chuo-kum, 
Tokyo, Japan. 

INDIA—SWITZERLAND 
M/s. Weber AG, CH 6020, Ernrnen- 
brucke Fabrik Elektrotechnischer 
Artikel Und Apparate Sedekstrasse 
2, Switzerland 

M/s. Brown Boveri & Co. Ltd., 
Baden, Switzerland. 

M/s. Citexsa, Switzerland. 

M/s. Brown Boveri & Co. Ltd., 
Switzerland. 


Labotex Device to convert Shuttle 
Looms to Shuttleless and Weft 
selector Device. 

Foot and Mouth Disease Vaccine. 


1200TPH capacity Stackers/Reclaim¬ 
ers for Handling Coal. 


Precast Element Uniblock Kitchens 
& Prefabricated Bathrooms. 

Lap Formers, Combers, etc. 


Potassium Penicillin, Semisynthetic 
Penicillin, Tetracycline & Erythro¬ 
mycin. 

Centrifugal Compressors. 

Textile Machinery, Automatic Screen 
Printing Carriage. 

Dumet Wire. 


Oxo Alcohols. 


HWM/Polynosic Staple Fibre. 


Miniature Circuit Breakers 2.5 Amps 
to 63 Amps. 


Power Line Carrier Communication, 
Type ETI. 

Digital Watches. 


High Tension Air Blast Circuit Brea¬ 
kers. 
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27. M/s. Gherzi Eastern Ltd., Neville House, 
Graham Road, Ballard Estate, Bombay. 
(Composite case) 

28. Dr. A.K. Mukherjee, Aloka Villa, 
(F) Aberdarc, Glam, UK. 

29. M/s. Jessop & Co. Ltd., 63, Nctaji Subhas 
Road, Calcutta. 

30. M/s. Wanson (India) Ltd., 22 Mahatma 
Gandhi Marg, Lajpat Nagar IV, 
New Delhi. 

31. M/s. Brentford Eletric (India) Ltd., P-25, 
Transport Depot Road, Calcutta. 

32. M/s. Triveni Engg. Works Ltd., ‘Kailash’, 
26, Kasturba Gandhi Marg, New Delhi. 

33. M/s. Western Thomson (India) Ltd., South 
India House, 99, Armenian St. Madras. 

34. M/s. Mining & Allied Machinery Corpn. 
Ltd., P.O. Durgapur-10, District Burdwan, 
West Bengal. 

35. M/s. The Boots Co. (India) Ltd., 17, Nicol 
Road, Post Box 680, Bombay. 

36. M/s. Rane Brake Linings Ltd., Plot No. 3 \ 
Industrial Estate, Madras. 

37. M/s. Usha Martin Black (Wire Ropes) 
Ltd., 14, Princep Street, Calcutta. 

38. M/s. Kandia Formed Mica Pvt. Ltd., (Shri 
(F) T.R. Pai), 6, Bharat House, 104 Apollo St. 

Bombay. 

(KFTZ case) 

39. M/s. Triveni Engg. Works Ltd., 11 O' 7 , 
Ansal Bhavan, 16, K.G. Marg New Delhi. 
(Composite case) 

40. M/s. Shalimar Industries Pvt. Ltd., 25. 
Ganesh Chandra Avenue, Calcutta. 

41. M/s. Sekher Electronic Industries, 35, 
Fourth Main Road, Malleswaram, Banga¬ 
lore. 

*42. Mrs. Shanta Nath, 101, Olympus Apart- 
(F) ments, Altamount Road, Bombay. 


43. M/s. Elpro International Ltd., Chinchwad 
Gaon, Pune, 41103. 


M/s. Ceramic Matibo Ltd., Zurich. 
Switzerland. 

INDIA—UK 

M/s. Pollution Control Ltd., Hales- 
field 20, Tclfore TF74EF, Shrop¬ 
shire, England. 

M/s. Walter Somers (Material hand¬ 
ling) Ltd., UK. 

M/s. M.E. Boilers Ltd., M.E. House, 
FENGATE, Peterborough, PEI 580, 
England. 

M/s. Brentford Electric Ltd., Manor 
Royal, Crawley, Sussex, England. 
M/s. Thomas Broadbent & Sons 
Ltd., Huddersfield (England). 

M/s. Western Thomson Controls 
Ltd., The Aerodrome, Reading 
RG 5 4SN, Berkshire, England. 
M/s. Dowty Mining Equipment, 
UK. 

M/s. The Boots Co; Ltd., Notting¬ 
ham, England. 

M/s. Trist Draper Ltd., Top-Dog 
Works, 816-818 Bath Road, Bristol 
BS4 5LH, England. 

M/s. Wire Rope Machinery (1969) 
Ltd., Bradford Road. Cleckheaton, 
York, UK. 

M/s. J. Gordcu Hindley (Holdings) 
Ltd., UK. and M/s. Chemical & 
Technical Services, UK. 


M/s. Mirrlees Pumps Ltd., UK. 


M/s. Wm. R. Steward & Sons Ltd., 
Scotland. 

M/s. Morganite Electroheat Ltd., 
Batterson Church Road, London SW. 
II,UK. 

Mr. G.D. Seth, Ascot Sports (Sussex) 
Ltd., 2, Bellbrock Estate, Uckfield, 
Sussex, UK. 

INDIA—USA 

M/s. General Electric Co., 570, Lexin¬ 
gton Avenue, New York, NY 10022 
USA. 


Machinery for Ceramic Industry 


Pollution Control Equipment 


Material Handling Equipment viz. 
Tongs Lifters etc. 

Special application Steam Boilers. 


Rectifier Units. 

Semi-automatic, automatic and con¬ 
tinuous model centrifugals. 

Water Thermostats. 


Hydraulic Chocks. 


I bu profen. 

Railway Brake Blocks. 


Stranding and Closing Machines. 


Mica Powder and Micanite. 


Positive Displacement Pumps etc. 


Tobacco Hopper Drums, Drum 
Segments & Feed Sheet Blades. 

High Temperature Heating Elements. 


Sports Cat Guts for Tennis, Squash 
and Badminton Rackets and other 
Sports. 


Lightning Arresters. 


— 1 Qorttd. 
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44. 

(F) 


45. 


46. 


47. 


48. 

*49. 


50. 


51. 


52. 

(F) 

53. 


54. 


55. 


Mr Kumar Harve, B.E.M. Tech, No. 10, 
Jainiketan, 53-16 th Road, Khar, Bombay. 

M/s. Hindustan Brown Boveri Ltd., Brown 
Boveri House, 264/265 Dr. Annie Besant 
Road, Bombay. 

M/s. S1MCO Meters Ltd., P.B. No. 46, 
Meter Factory Road, Tiruchirapalli- 
620020, (Tamil Nadu). 

(Composite case) 

M/s. Larsen & Toubro Ltd., Gulab 
Bhavan, 6, Bahadur Shah Zafar Marg, 
New Delhi. 

(Composite case) 

M/s. Titanium Equipment and Anode 
Manufacturing Co. Ltd., 55, Edward 
Elliots Road, Madras. 

Mr P.J. Verenker, Ml Kundaikar Nagar, 
Panaji, Goa. 

M/s. Sehgal Papers Ltd., B-4/4, Safdarjung 
Enclave, New Delhi. 

M/s. Khusiram Tarachand Pvt. Ltd., 
Broach Street, Dana Bunder, Bombay. 

(K FTZ case) 

M/s. Syn-Mar, 80, Marine Drive, 
Bombay-2. 

(KFTZ case) 

M/s. New Central Jute Mills Co. Ltd., 
Time House, 7. Bahadur Shah Zafar 
Marg, New Delhi. 

M/s. Snowtemp Engineering Co. Ltd., 
(Formerly York India Ltd.,), 22.5 KM 
Main Mathura Road, Faridabad (Har¬ 
yana). 


M/s. Bharat Heavy Electricals Ltd., 10-20, 
Kasturba Gandhi Marg, New Delhi. 


M/s. Pillar Corpn, 7000 W. Walker 
St., Milwaukee, Wisconsin-53214, 
USA. 

M/s. Carnegie Mellon Institute of 
Research, Pittsburgh, USA. 

M/s. Yardney Electric Corporation, 
USA. 


M/s. Struthers Scientific & Inter¬ 
national Corporation, USA. 


M/s. Titanium Fabrication Corpn., 
17, Industrial Road, Fairfield, New 
Jersey 07006, USA. 

Mr. Alfred Morena, 277 Corbett 
Place, North Plainfield, New Jersey, 
USA. 

M/s. Nashua Corpn. 44, Franklin 
Street, Nashua, New Hampshire 
03060, USA. 

M/s. Kershaw International Inc., 
USA. 


M/s. Dot Industries Inc., USA. 


M/s. Bcnfield Corporation, 650 
Spruce Lane, Berwin, Pennsylvania 
19312, USA. 

M/s. Borg-Warner Corpn., 200, South 
Michigan Avenue, Chicago, Illinois, 
60604, USA. 


INDIA—USSR 

M/s. Prommashexport, Moscow 
(USSR). 


ABSTRACT 

1. Approvals involving financial participation. 

2. Approvals involving only technical collaboration. 


Induction Melting, Heating Furnaces 
etc. 

Electro Slag Remelting Furnaces. 


High Energy Batteries (Silver Oxide 
Zinc.) 


Ultra High Pressure Vessels. 


Titanium Chemical Equipment 
(Chemical Machinery). 

Electronic Wrist Watch Calculators. 


Carbonless Paper. 


Track Maintenance Machinery and 
Equipment. 


Synthetic Marble. 


Carbon Dioxide Absorption and Re¬ 
covery System. 

Rail/Road Refrigeration Equipment 
and Trailor/Container Refrigeration 
Equipment. 


Electrical Machines. 


6 

49 


Total 


55* 


♦Including 10 composite cases and 3 KFIZ g ums . 
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BB 
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RS 

Feature 

FE 
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EN 

Interview 

IW 

Annual Number 

AN 


(For Company Affairs saa papas 1116 & 1119) 


fteg/sferarf Otflet: 

UCO BANK BUILDING 
Parliament Street, New DelM-l 10001 





A 

Administration 


Morarji Desai Takes over as 



New P.M. 

CC 

553 

Press Censorship Withdrawn 

TW 

141 

Relaxations in Emergency .. 

TW 

141 

AUgflapraiid Grants 


ADB Loans in 19K 

WW 

344 

ADB Lowers Lending Rate 

TW 

507 

Assistance from Ncfway .. 

TW 

30 

Decreasing Depeit$ince on 



•Aid ; 

TW 

400 

IDA Credit for Siskprauli .. 

TW 

505 

IDA Loan for Orissa 

TW 

399 

Loans for Shipping Com¬ 



panies 

TW 

505 

Soviet Aid for Malanjkhand 

TW 

509 

UK Grants 

TW 

257 

Yen Loan from Japan 

TW 

505 

Aviation 



Landing and Navigation 



Charges of Aircraft 

TW 

309 

Royal Nepal Airlines 

FE 

519 

Academicus 

BB 

19,199, 390 

Agarwal, Dr. N.P. 

PV 

499 

Agarwala, R.P. 

BB 

398 

Arunachalam, M.V. 

FE 

191 


*&&*■*** ™ 

i^Ccntral Loans 
UK Bank Rate 


V TW 

,-TW 

TW 


B 

Banking, Money and Finance 


Bank Credit and Food Stocks 

LA 

4 

Banking Targets 

CC 

126 

Bonus Rules Liberalised 

TW 

108 

Borrowing Made Easy 

LA 

5 

Branch Expansion of Com¬ 
mercial Banks 

RS 

323 

Credit Curbs Relaxed 

TW 

350 

Credit Policy Becoming 
Counter-Productive 

PV 

379 

Credit with Care 

LA 

81 

Decreasing Dependence on 
Aid 

TW 

400 

Export-Import Bank Rate .. 

TW 

65 

Finances of Large Public 
Limited Companies 

RS 

321 

Financial Institutions Chiefs 
Meet 

TW 

67 

I Inuncial Ratios 

LA 

226 

Foreign Exchange Prospects 

LA 

228 

Foreign Exchange Reserves.. 

CC 

50 

Further Curbs on Bank Cre¬ 
dit 

RS 

114 

Gilts Set a Record 

LA 

492 

1 DA Rcplenishmen t 

TW 

567 

IMF to Return Gold Reser¬ 
ves 

TW 

106 

Indian Banking 

TW 

108 

Internal Public Debt, Mea¬ 
suring the Burden of 

PV 

292 

National Income 

TW 

350 

National Product, Saving & 
Capital Formation, 1975- 
76 

RS 

406 

One Swallow Does Not 
Make a Summer 

LA 

372 

Payment of Taxes 

TW 

399 

Primrose Path, The 

LA 

287 

Provident Fund Interest 
Rate Raised 

TW 

212 

Regional Rural Banks 

TW 

106 

Reserve Bank of India 

RS 

157,363, 575 

Reserve Bank’s Report on 
Currency and Finance .. 

RS 

35 

Reserves as Resources 

LA 

163 

Rupee-Rouble Rate 

TW 

104,143 

Scheduled Banks: Business 
in India 

RS 

157, 363, 575 


Books Briefly 

A Guide to Settlement pf 
Industrial Disputes BB 

A Survey of Research ift 
Economics .. BB 

Books Received .. BB 

Breakthrough to Brighter 
Days .. BB 

Britain’s Economic Prob¬ 
lems: Too Few Producers BB 
Cooperative Organisation 
and Management .. BB 
Credit Planning—Objectives 
and Techniques .. BB 

Design-out Maintenance Sc 
Instrument Aids .. BB 

Financial Ratios .. LA 

Higher Education. Social 
Change ami National 
Development .. BB 

Listening for Managers .. BB 
Managerial Options in India BB 
Poverty of Policy .. BB 

Public Relations in India .. BB 
Punjab—The Possible 
Dream .. BB 

Readings in Indian Labour 
and Social Welfare .. BB 
Readings in Industrial Fin¬ 
ance *. BB 

Rural Money Markets jin 
Indid . BB 

Science, Universities amt 
Research in India .. BB 
Second India Studies—Ser¬ 
vices .. BB 

Social Sciences in Profes¬ 
sional Education .. BB 

The Agrarian Prospect in 
India .. BB 

The Rise of the Corporate 
Economy .. BB 

Untouchability in Rural 
Gujarat .. BB 

Balasubramanian, V. 
Balasubramanian, V. 
Balasubramanian, V. 
Balasubramanian, V. 

13aIdco Sahai 

Barman. Dr. (Mrs.) Kiran . 
Barooah, D.K. 

Bhargava, P.K. 
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A janata budget 

This is a janata budget although the janata may not readily see this. The Finance 
minister has had a real try at setting new directions to public expenditure. “Within 
the short time available to us”, the Janata government has recast the annual Plan as 
processed by the previous government and “true to the promises made to the people”, 
the budget has provided for additional outlays for agriculture, irrigation, power, 
khadi and village industries, sericulture, handlooms, postal and telephone facilities 
in rural areas and wide-ranging rural infrastructure programmes covering, among 
other things, such schemes as durable link roads and rural water ^supply. The budget 
allocations this time for these purposes are an earnest of programmes which the 
government proposes to pursue consistently and with accelerating tempo over the 
coming years. However it will take time for their benefits to be actually experienced 
by the people and therefore the change in priorities which this budget attempts to 
initiate in the realm of public expenditure may be appreciated by the people only 
retrospectively. The total annual Plan outlay on agriculture and allied services, major, 
medium and minor irrigation projects and fertilizers, together with provisions for 
cooperatives and power sectors attributable to rural areas, works out to Rs 3,024 
crores, or 30.4 per cent of the aggregate outlay of the central, state and union 
territories plans, which itself will be higher at Rs 5,790 crores as compared with the 
previous year’s figure of Rs 4,759 crores. 

Meanwhile, the absence of spectacular tax reliefs in central excise duties may 
cause disappointment to the common man who would have welcomed a reduction in 
these imposts where essential consumer goods are concerned. Mr H.M. Patel, however, 
was in no position to contemplate large surrenders of revenue. He has therefore 
confiued himself to a few gestures and some of these, as in the case of handloom 
goods, will directly benefit the producer rather than the consumer. Consequently, the 
substantial tax components in the prices of many articles of everyday consumption 
have been left unchanged in a period of high and rising prices. The public must find its 
satisfaction mainly in the fact that, 
although the Finance minister has raised 
a net additional tax revenue of Rs 142 
crores, he has refrained from levying 
higher excise duties on goods the cost of 
which significantly affects the standard of 
living of the janata. 

In the direct tax field, the janata has 
received an expression of the government’s 
goodwill in the form of the raising of the 
income-tax exemption limit to Rs 10,000. 

However, by deciding to keep the nil tax 
slab unchanged at Rs 8,000, Mr Patel has 
run the risk of being accused of having 
honoured only the letter of the under¬ 
taking given in this respect in his party’s 
election manifesto. At the same time, the 
common man is free to draw such satis¬ 
faction as he can from the increases in the 
income-tax surcharge aud the wealth tax 
rates which will pick some more rupees 
from the pockets of the higher income 
groups. The Finance minister has an¬ 
nounced some concessions for the cor¬ 
porate sector, the chief of which is the 
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near-universalisation of the investment 
allowance scheme and the most interesting 
of which is the fiscal incentive for facilita¬ 
ting the ^Ivage of sick industrial units. 
Both are important from the point of 
view of promoting or protecting employ¬ 
ment in the industrial sector, a matter in 
which the workers, so influential a section 
ofthejanata, have an obvious stake. 

The fiscal proposals include a few in 
which the janata may not be directly 
interested. One set of them relates to the 
taxation of capital gains. Mr Patel has 
made some sensible changes. He has also 
announced the government’s decision to 
appoint a committee of eminent experts to 
make recommendations for the simplifica¬ 
tion and rationalisation of the direct tax 
laws. His sympathy forthcassessee, caught 
in the maze of income-tax laws and pro¬ 
cedures, is well-known. It is also quite 
serious. His desire to straighten out this 
maze is therefore logical. Mr Patel, how¬ 
ever, must allow that so long as the tax 
burden itself remains oppressively heavy, 
tax laws and regulations are bound to be 
complicated since they have a duty to 
play hide-and-sce! with tax avoidance or 
evasion. In his budget speech, Mr Patel 
has said that “high direct taxes have been 
found to be counter-productive because 
of the evasion that ensues". Since this 

Budget Highlights 

Greater Stress on Integrated Rural 

Development 

Relief for Pensioners 

Rs. 5790 crores for the Central Plan 

Non-essential expenditure cut by 

Rs. 130 crores 

Defence Expenditure less by Rs. 56 
crores 

Agriculture gets 30 of total Plan 
Outlay 

Additional Rs. 40 crores for Drinking 
Water for Villages 

Income-tax Exemption Limit raised to 
Rs. 10,000 

Wealth Tax to Go Up 
Investment Allowance Scheme Exten¬ 
ded 

C.D.S. for Taxpayers to Continue 
Duty on Cigarettes Raised 
Changes Made in Capital Gains Tax 
Tax Concessions for Handloom & 
Powerloom Sectors 
Tax Proposal to Yield Rs. 130 crores 
Budget Deficit Reduced to Rs. 72 I 
crores 


truth is so clearly within his knowledge, 
it is a pity that he has taken the retro¬ 
grade step of stepping up the marginal 
rates of taxation on the higher slabs of 
income by increasing the surcharge. The 
reversal of the process of expropriatory 
taxation was a hard-won victory of the 
1976-77 budget. The present Finance 
minister shou’d have seen the unwisdom 
of impeding this reform. Since he has 


also increased the rates of tax on the 
higher slabs of wealth, Mr Patel evidently, 
has decided to place his faith in the pos¬ 
sibility of self-effacing patriotism on the 
part of the entrepreneurial class. Such 
faith could go hand-in-hand with a pas¬ 
sion for egalitarian values and, consc* 
quently, his task of producing a janata 
budget should to that extent have been 
easier. 


No second thoughts 


By trouncing the Congress party once 
again, this time in general elections for 
ten state assemblies and in three union 
territories, the electorate has confirmed 
that its first thoughts on the criminality 
of the emergency regime of Mrs Gandhi 
and her accomplices are also its last 
thoughts. The rout of Congress candi¬ 
dates has once again been on a large 
scale in Bihar, Haryana, Himachal 

Pradesh, Madhya Pradesh, Punjab, 

Rajasthan, Uttar Pradesh and West 

Bengal. To add to this party’s humilia¬ 
tion, its performance in the elections to 
the assembly has been, in the case of 
Orissa, poorer than its earlier record in 
the election to parliament. 

As if this is not enough, its cur¬ 

rent position in Tamil Nadu politics 
has now been shown in its true light. 
It can no longer be doubted that the 
wins it had scored in the state dur¬ 
ing the general election for parliament 
was due largely to its alliance with the 
AIADMK. Lacking those crutches now, 
it has stumbled to a minor position in the 
state assembly, thereby disproving the 
Congress contention that the people of 
Tamil Nadu are still sold on the image 
of Mrs Indira Gandhi. This prompts the 
thought that what has been discovered to 
be the true situation in Tamil Nadu is 
also the reality in Karnataka, Andhra 
Pradesh and Maharashtra. As for Kerala, 
after the revelations of the Rajan outrage, 
the electorate in that state should surely 
be repenting of the choice of government 
it had made at the assembly elections held 
in March. 

Many lessons, no doubt, are to be 
drawn from the pattern of results of 
these assembly elections. The chief of 


them could be that the people are deter¬ 
mined to have no truck with the Congress 
party as it continues to be guided or led. 
They have rejected with contempt the^ 
plea made by men such as Mr Y.B. 
Chavan that the Congress should not be 
judged by the excesses committed during 
the emergency. They have driven home 
lo these hypocritical politicians the hard 
truth that the emergency itself was 
the mother-excess of them all. It is too 
much to expect that Mr Chavan or Mr 
Brahmananda Reddy would go by the 
logic of this lesson which, clearly, is that 
both of them should resign their present , 
positions of authority in their party. 

Twice within three months the people 
have made it clear that they have withdrawn 
their confidence from the Congress. Mi 
Brahmananda Reddy, as the president of 
the party and Mr Chavan as the leader 
of its parliamentary wing, should, if there 
is at all any honour among politicians, treat 
this also as public vote of no confidence 
in them as individual politicians and with¬ 
draw from positions of leadership in the 4 
organization. This is the greatest service 
they can do for the rank-and-file of their 
party. For, it is only after these front-men 
have abandoned or are forced to abandon 
their posts can the ordinary member* or 
the Congress assert themselves through a 
new leadership and throw out finally Mrs 
Gandhi (and those of her associates) who 
may still be working behind the scenes 
for her return to public life. Now that the 
wishful thinking of the active criminals of 
the emergency and their silent accomplices 
that public memory would be short and 
that they could profit from it has been 
shown for what it is by the assembly l 
election results, a geniune cleansing of the i 
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Congress party has become a condition of 
its survival as an acceptable political factor. 
This is a matter of practical interest not 
only for the rank-and-file of Congress 
party or a new generation of potential 
Readers from among them but also for all 
*lhose citizens of this country who wish to 
ensure that power is not concentrated in 
any single political party, however popu¬ 
lar or well-meaning it may be at the 
moment. 

The Janata party, for its part, has to 
make up its mind how effectively it is 
going to translate into punitive action 
against the active criminals of the emer¬ 
gency or their accomplices, silent or other¬ 
wise, the verdict of “guilty” that the 
electorate has delivered for a second time. 
While it may be conceded that the central 
government has shown in recent weeks 
an increased earnestness in bringing the 
guilty to book, it is still exhibiting a 
deplorable lack of single-mindedness. Mr 
Shanti Bhushan, for instance, had recen¬ 
tly been advertising abroad the political 
magnanimity of himself and his colleagues 


The Railway budget for J 977-78 bears 
the imprint of the operational efficiency 
achieved in the recent past. All that the 
new Railway minister, Mr Madhu 
Dandavate, has done is to extrapolate for 
the current year, though with relatively 
less success, the favourable trends witnes¬ 
sed in the operations of this undertaking 
in 1976-77, hoping that he would be able 
to keep expenditure under check while 
making an attempt to increase earnings 
through improved traffic offerings. In this 
task he will need the active cooperation 
of the staff in maintaining, if not improv¬ 
ing, the standards of productivity reached 
during ; the 19 months of the emergency. 

After incurring a deficit of Rs 61.11 
crores in 1975-76 (the budget had 
envisaged a surplus of Rs 23.03 crores), 
the Railways had budgeted for a surplus 
of Rs 8.98 crores in 1976-77 which had 
multiplied itself almost four-fold to 
Rs 35.67 crores due to the various 
measures taken to eliminate wastages and 
to plug leakages of revenue. 


by declaring before American or other 
audience that the Janata government was 
not interested in witch-hunting. It is high 
time that the party’s spokesmen had been 
told that the public is tired of hearing this 
meaningless phrase repeated. When, as a 
matter of fact, wc do find that we have a 
witch on our hands, what are we supposed 
to do with her? Put her on a broomstick 
and wish her ‘happy landing’ ? The suc¬ 
cess of Mr Bansilal’s son, Mr Surinder 
Singh, in the Haryana assembly election 
has underlined the dangerous potential for 
mischief still lurking in the creators of the 
emergency and their creatures. It is after 
all no joke that in Germany a Hitler cult 
continues to keep itself alive. History 
teaches us that in politics, as in' other 
walks of life, the battle between good and 
evil is never fought finally. Hence the 
need for eternal vigilance, which is th * 
price of liberty and much else that civilised 
men must value. These assembly elections 
have shown that the people, having learn¬ 
ed this lesson, are in no hurry to forget it. 
The politicians should not let them down. 


Following the same trend, the interim 
budget for 1977-78 in March this year had 
estimated a surplus of Rs 26.45 crores, 
which according to the latest budget, is ex¬ 
pected to improve to Rs 32.50 crores. The 
encouraging increase in traffic offerings 
in April this year has emboldened the 
Railway minister to raise the estimated 
traffic earnings by Rs 20 crores; two- 
thirds of this increase has been earmarked 
for expenditure on fuel, repairs and 
maintenance and staff while the balance 
has inflated the surplus. 

Given the estimated surplus, however 
modest, the Railway minister has decided 
to leave freights and fares alone. 
This has certainly sent a wave of relief 
throughout the country because the 
people who are already harassed by the 
rising prices, are in no mood to stomach 
any new imposts. It is possible, how¬ 
ever, that some may feel disappointed 
at the absence of relief, especially as 
Mr Dandavate’s predecessor, Mr Kamlapati 


Tripathi, was reported to be toying with 
the idea of lowering fares. 

A disconcerting feature of the working 
of the Railways during the past 12 years 
has been the accumulation of losses to 
the tune of Rs 440 crores, the bulk of 
which was the result of their dismal per¬ 
formance in the three-year period ending 
in 1975-76. In each one of these years, the 
working expenses raced ahead of the gross 
traffic receipts, plunging the Railways into 
large losses. In these years, the Railways 
failed miserably both in curbing expendi¬ 
ture and raising revenue. Consequently, 
these proved to be their darkest years 
since 1951-52. The working expenses as a 
percentage of gross traffic receipts rose to 
above 90 in each one of these years— 
something which had not happened in any 
year since 1951-52. 

no complacency 

It may be stated that between 1951-52 
and 1972-73, this ratio had been contained 
within a ceiling of 85 per cent. Even 
though the estimates for 1976-77 and 
1977-78 show surpluses, this ratio 
exceeds 85 per cent in each one of these 
cases pointing to possibilities for further 
pruning in expenditure or raising the 
revenue receipts. There is no justification 
for the Railway ministry becoming com¬ 
placent simply because the current year’s 
budget indicates a surplus. All-out efforts 
should be made to scale down expenditure, 
wherever possible, without hurting effi¬ 
ciency so that a better ratio is maintained 
between income and expenditure. 

Much of the credit for the anticipated 
improved performance of the Railways 
during the current year will be due to the 
growth in freight earnings. While the 
revenue from goods traffic is placed at 
Rs 1,294.23 crores in 1976-77 (revised 
estimate), the corresponding level of 
revenue during 1977-78 is computed to 
rise to Rs 1,382.94 crores, recording an 
increase of Rs 88.71 crores. At the time 
of presenting the interim budget, the 
goods traffic was estimated at 217 million 
tonnes which has now been revised to 
220 million tonnes. Earnings from this 
source can be raised further provided the 
freight rates arc reviewed and the losses 
incurred on the carrying of certain low- 
freight commodities are reduced. In fact, 
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the Public Accounts Committee of Parlia¬ 
ment has already pleaded for a reapprai¬ 
sal of the structure of freights and fares, 
and the Railway minister has promised to 
appoint an expert committee to examine 
this question. 

The passenger earnings in 1976-77 (revis¬ 
ed estimate) have shown a rise of Rs 54.18 
crores over the budgeted estimate largely 
due to the sharp fall in ticketless travel¬ 
ling. The corresponding expected increase 
in the current year is of the order of 
Rs 25 crores provided there is no relaxa¬ 
tion in stringent measures taken to reduce 
ticketless travelling. The Railway minister 
has exhibited concern for second class 
passengers who provide 90 per cent of 
the passenger earnings and who have been 
receiving a raw deal in the matter of 
amenities. He has conceded that the 
second class coaches in most of the trains 
are overcrowded and much needs to be 
done to improve the amenities made avail¬ 
able to passengers of this class. 

classless trains 

Keeping in view the interest of this class 
of passengers travelling by long-distance 
trains, he has proposed the introduction 
of Janata classless trains in the coming 
years which will provide several passenger 
amenities. In order to reduce overcrowd¬ 
ing in trains, he has directed that, when¬ 
ever possible, the number of coaches in a 
train should be raised from 18 to 20. The 
promised improvement in the provision 
of such facilities as toilets and water 
supply in trains, benches on platforms, 
and double-decker trains to reduce over¬ 
crowding arc all welcome, but the public 
has so often been fed on promises that 
it will naturally choose to suspend judg¬ 
ment. 

The reduction in the Railway plan for 
1977-78 from Rs 501 crores to Rs 480 
crores is in line with the present govern¬ 
ment's policy of economising expenditure 
but it would have been much better if the 
axe had fallen on non-developmental ex¬ 
penditure instead of developmental ex¬ 
penditure. This decision has naturally 
caused discomfort to the wagon-building 
industry in Calcutta which was hoping to 
see an increase in the outlay on the Rail¬ 
way plan. According to the Railway 
minister, this decision has been taken in 


consultation with the ministry of Finance, 
implying that the scaling down of the 
outlay is a part of the general scheme of 
reducing the annual Plan for 1977-78. 

While presenting the interim budget in 
March this year, the Railway minister had 
agreed to reinstate all employees who had 
been dismissed or suspended for partici¬ 
pating in the May 1974 strike. Almost 
all of the affected employees have now 
joined duty. What is more, even those 


employees who had been suspended or 
dismissed during the emergency, are also 
being re-absorbed. It is claimed by the 
minister that the staff has demonstrated 
its renewed interest in keeping the wheels 
moving fast. It is to be hoped that thej 
re-instated employees in particular and 
others in general will justify the trust 
reposed in them by this government by 
assisting the administration in giving a 
better deal to the public. 


The north-south dialogue 


The outcome of the Conference on Inter¬ 
national Economic Cooperation (CIEC),— 
popularly known as the north-south 
dialogue—which concluded in Paris earlier 
this month, has been characterised by our 
minister for External Affairs, N|r A.B. 
Vajpayee, as a modest success. This is 
not without reason. Attended by the 
representatives of 27 nations—19 deve¬ 
loping and eight western industrialised, 
the European Economic Community 
counted as one—the conference could 
make some headway only on two of the 
four crucial issues which it discussed. On 
the two other issues, the differences remain¬ 
ed unresolved. 

The four issues before the conference 
were (i) increase in development aid to 
the developing world on soft terms, (ii) 
grant of generalised relief to the develop¬ 
ing nations in respect of the external debt 
they have already incurred, (iii) indexa¬ 
tion of the changes in the prices of crude 
oil and raw materials, which form the 
bulk of exports of the developing coun¬ 
tries, to the changes in the prices of manu¬ 
factures, which these countries have to 
import from the developed nations, and 
(iv) making of special arrangements to 
ameliorate the distress of the poorest 
countries in the developing world on their 
balance of payment front. Not that the 
conference was expected to take clear-cut 
decisions on these matters. They have to 
be taken in the concerned world organi¬ 
sations which have been deliberating 
upon them for a considerable time and 
also by the countries bilaterally in the 
case of debt relief. What was expected 


from the Paris parleys was arriving at of 
some understanding between the develop-^ 
ed and the developing countries so that 
the decision-making process in the world 
organisations could be facilitated. 

The Paris talks yielded a commitment 
from the developed countries on the estab¬ 
lishment of a billion dollars fund for a 
special action programme to ameliorate 

( - 

A despatch on the CIEC from 

our European correspondent, 

Mr E. B. Brook, appears in 
the Window on the World* 
section of this issue. 

v._ J 

the distress of the poorest countries in 
respect of their balance of payment prob¬ 
lem and also on the creation of a common 
fund to stabilise commodity prices. White* 
the developed world was not so much 
against the former, as is evident from 
such steps taken in the past under the 
aegis of the World Bank and the Inter¬ 
national Monetary Fund as the creation 
of a special fund out of the sale proceeds 
of a part of the gold holdings of the IMF, 
the provision of oil facility, etc, the latter 
had been resisted persistently by it. Though 
not opposed in principle to stabilisation 
of raw material prices, the developed 
countries favoured a comn^odity-wise 
approach to the issue instead of an integ¬ 
rated approach advocated by the develop* 
ing nations. ( 

The success achieved in respect of the 
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commodities problem even now, of course, 
has been very limited for no indexation 
of the prices of raw materials to those of 
manufactured products has been agreed 
to. Further, reports suggest that the com¬ 
mon fund likely to be created for this 
purpose may not be sufficient to meet the 
needs. But still the very commitment of 
the developed nations on this score is a 
step forward. 

There was no agreement at Paris on the 
other two issues, namely, the grant of 
generalised relief to the developing coun¬ 
tries, on the debts already contracted by 
them and the pricing of crude oil. Al¬ 
though some efforts have been made in 
the past for making the burden of the 
external debt of several developing coun¬ 
tries less onerous, through rescheduling 
and some liberalisation in the terms of 
assistance, the experience of such coun¬ 
tries as ours is a dear enough indication 
that the relief granted so far has been just 
marginal, especially when note is taken of 
the fact the devaluation of many curren¬ 
cies of the developing countries had en¬ 
hanced this debt considerably. The repay¬ 
ment liability as well as the interest char¬ 
ges in regard to their external loans ac¬ 
count for a substantial portion of the new 
assistance which many developing nations 
receive currently. The situation has ag¬ 
gravated further with the terms of trade 
moving against the developing countries 
in the recent past. 

inflationary tendencies 

The stand of the developed countries in 
regard to oil prices continues to be at 
significant variance from that of the Orga¬ 
nisation of the Petroleum Exporting Coun¬ 
tries (OPEC) which insists on indexation 
of oil prices to the prices of manufac¬ 
tures. The developed world continues to 
look upon the bike in the prices of oil 
since 1973 as the primary reason for the 
accentuation in the global inflationary 
tendencies and recession in world trade. 

There is, of course, some hope of the 
total quantum of external aid going up 
thanks to the recent replenishment of the 
IDA resources, the USA liberalising its 
assistance policy to some extent and 
aid being made available by the OPEC. 
But still there is a lot of leeway to be made 
up by most of the developed countries in 
raising the quantum of their aid to at 


least 0.7 per cem of their ONP, as agreed 
to several years ago. 

Although the problems facing the deve¬ 
loping world necessitate an increase in the 
quantum of external assistance available 
to them on soft terms as well as a steady 
improvement in their terms of trade, the 
choice obviously has to be the latter to 
the extent possible. This is because the 
external debt cannot be contracted by 
them to an unlimited extent. The enlight¬ 
ened self-interest of the developed world 
should itself warrant a more sympathetic 


Mr Gourilal Mehta's presidential add¬ 
ress at the annual general meeting of the 
Indian Jute Mills Association, held on 
May 23, dwelt on the fact that the jute 
industry continued to be confronted with 
serious disabilities. Mr Mehta referred 
to the inadequate supply of raw jute, 
competition from Bangladesh, absence 
of a long-term purchase policy by the 
government of India, impaot of credit 
shortage, multipoint sales tax, arbitrary 
increases in ocean freight and lack of 
funds for research. These problems have 
been persisting for the past several years 
but neither the government of India nor 
the government of West Bengal seems to 
be taking a keen and sympathetic interest 
in the industry’s welfare. 

For example, year after year, the IJMA 
has been drawing the government's 
attention to the urgent need to increase 
the yield per acre of raw jute. Research 
has also shown that it is possible to 
achieve a per acre yield of 4.61 bales for 
white jute and 5.29 bales for tossa jute. 
But, said Mr Mehta, “no serious effort 
has yet been made to increase the per 
acre yield, which has remained almost 
static at about 2.77 bales for more than a 
decade”. The carryover stock at the end 
of the current jute season is expected to be 
only two lakh bales compared to the 
normal level of 12 to 15 lakh bales. 

A crop of about 90 lakh bales would be 
needed to meet the requirements of the 
industry but the average crop over the 
last 10 years has been of the order of only 


attitude on its part to the problems of the 
developing countries lest the latter are 
driven to confrontation on the pattern of 
the OPEC. The sooner this is realised the 
better it is. 

It, of course, is encouraging to note 
that the developing countries represented 
at the Paris dialogue did not hold out 
any threat of confrontation. The dialogue, 
therefore, ought not be ended and must 
be carried on. The alternative is only 
stiffening of the attitude of the two sides 
to common detriment. 


63 lakh bales. The recent rainfall in the 
jute growing areas seems to have improved 
the prospeers of production but the new 
crop will start coming to the market in 
volume only from September. The 
government of India therefore should see 
to it that the industry does not have to 
face a squeeze in fibre supply in the next 
four months. 

Mr Mehta highlighted the serious nature 
of the competition from Bangladesh. He 
said that Bangladesh was continuing “to 
wrest away the business from us by under¬ 
cutting our prices heavily”. Besides, he 
said that the middle east countries were 
more favourably disposed towards Bangla¬ 
desh in the matter of placement or orders 
for jute goods. He suggested that 
“Government might tackle this matter it 
the political level if considered advisable”. 
What exactly did the chairman of tjie 
IJMA mean when he made this proposal? 
Can a political approach—whatever it 
may mean—be of much help when tBe 
prices of Dacca’s jute goods are sub¬ 
stantially lower than those of India? Be¬ 
sides, has the IJMA made serious and 
systematic efforts to penetrate into the 
markets of the middle east? Has it 
equipped itself adequately with up-to-date 
data about the market conditions in the 
countries of this region ? 

The government should assist the 
industry to reduce its cost of production. 
Though the scope for it is limited since 
the raw materia] and wages constitute over 
80 per cent of the industry’s total cost, 
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yet the government should examine in 
what ways it can help the industry to 
strengthen its capacity to compete effec¬ 
tively. The government may not agree 
to the plea for the complete.abolition of 
the excise duty or a significant reduction. 
But there is no reason why the government 
cannot arrange for the prompt payment of 
the money due to the industry on account 
of the cash subsidy. Mr Mehta revealed 
that because of some procedural difficulties 
involved in the submission of claims 
applications to the Joint Chief Controller 
of Imports and Exports, mills had not been 
able to obtain the cash subsidy in respect 
of exports made through shippers and that 
till the end of April 1977, the outstanding 
subsidy amounted to about Rs 10 crores. 

tedious procedure 

It was observed that in most cases the 
hessian subsidy had not been received by 
the mills for nearly a year. Subsidy is paid 
to help the industry to step up its exports 
but if the procedure for claiming it 
remains so tedious and dilatory, its very 
purpose is defeated. Similarly, the govern¬ 
ment has been slow in making the payment 
to the industry for the purchases made by 
the DGS & D during the period April 
1973 to April 1975. About Rs 5 crores 
remain to be paid to the industry on this 
account. Mr Mehta has expressed the 
hope that the outstanding amount will 
carry interest. 

The chairman of the IJMA appealed 
to the government to reduce the duty 
levied on the import of machinery and 
parts required for implementing the indus¬ 
try’s programme of modernisation. Out 
of Rs 250 crores released to the industry 
through the Industrial Finance Corpora¬ 
tion for modernisation, Rs 100crores have 
been set apart for the import of machinery 
and parts. But, according to Mr Mehta, 
“the prohibitive import duty of 45 per cent 
levied by the government would make it 
extremely difficult for the mills to place 
orders with foreign machinery manufac¬ 
turers”. The availability of bank credit to 
the industy also continues to be grossly 
inadequate. Against the industry's current 
need of Rs 200 crores, the bank finance 
available to it is only about Rs 100 crores. 
Mr Mehta remarked that the current cash 
credit limit for the industry is unrealistic 
since if was fixed about a decade ago; and 


suggested that this limit should be suitably 
increased and also relaxed according to 
the requirements of the individual mills. 

The present government of India has 
declared its determination to provide full 
employment within a period of ten years 
and to accelerate the development of agri¬ 
culture. It cannot therefore afford to 
remain indifferent to the problems of the 
industry on which one out of every five 
persons in West Bengal depends for his 
livelihood. 

The industry has contributed Rs 265 
crores to the national exchequer in the 
form of export duty and Rs 220 crores 
in excise duty. Besides, the industry 
annually pays to the central and state 
governments about Rs 16 crores in the 
form of various taxes. The government 
therefore should adopt a really helpful 
policy towards this industry. The govern¬ 
ment perhaps may not be able to do much 
in such matters as the reduction in the 
exorbitant shipping freight rates. But at 
least in respect of other issues like bank 
credit, export subsidy and a realistic pur¬ 
chase policy, it should be possible for the 
government to adopt an imaginative 
approach so as to increase the industry’s 
competitive capacity. Export of jute goods 
declined from 9,30,000 tonnes in 1965 to 
4,26,000 tonnes in 1976. The government 


should realise the significance of these 
figures and take timely steps to improve 
the industry's viability. 

Mr P.C. Sen, MP, chairman of the 
West Bengal unit of the Janata party, 
who inaugurated the annual meeting of 
the IJMA, advised the industry to give 
greater attention to research and diver¬ 
sification. The industry, despite its finan¬ 
cial and other difficulties, has already been 
doing a great deal in these directions. For 
instance, the Indian Jute Industries’ 
Research Association has undertaken 
projects for a jute backing for high density 
narrowgauge tufting, jute decorative 
fabrics, application of jute cloth in hard 
and soft laminates and in reinforced 
plastics, and fire retardant hessian for use 
in upholstry and draperies. 

Significant progress has also been made 
in producing belter quality jute seeds of 
high yielding variety. There is indeed 
great scope for intensifying research but 
this will be possible only with prompt and 
adequate financial support from the 
government. Mr P.C. Sen, as former 
chief minister of West Bengal, is fully 
aware of the vital role of the jute industry 
in the economy of the eastern region. He 
should impress on New Delhi the impera¬ 
tive need to tackle the industry's problems 
with realism and urgency. 
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With shortages all round, the earlier expecta¬ 
tions that prices in 1946 would decline from their 
inflationary heights did not materialise. Not 
to speak of declines, the price line could not 
even be held at the previous year’s levels. On 
the contrary, there was a continuous and con¬ 
siderable rise in prices during the year, and the 
inflationary situation greatly deteriorated. There 
was indeed an element of strangeness about it 
all. With a substantial decline in Defence ex¬ 
penditure, influencing the prices to move down, 
and the consequent diversion of materials and 
resources to meet civilian requirements and the 
improvement in the import situation, the price 
level in 1946 yet registered an increase which was 
comparatively marked than In 1945, which 
year, it may be noted, contained the last 8 months 
of war. It is more marked than that of 1944 
during which year the inflationary trend could 
be claimed to have been halted and an element 
of stability introduced. The price increases 
in 1946 are comparable only to those that occur¬ 
red in 1942, although, of course, these were of 


a smaller order of magnitude than that of 1942. 
Thus to cite one instance, the Economic Advi¬ 
ser’s Index of Wholesale Prices rose from 184.9 
in Dec. 1942 to 234.8 in Dec. 1943, an increase 
of 49.9 points. From the latter date of Dec. 
1944 the recorded rise was only 14.4 points. 
Subsequently, during Dec. 1944 to Aug. 45, the 
index fell by 5 points. In Dec. 1945, it registered 
a rise of three points. But in Octobet it snot up 
to record an increase of 34 points over August 
and 37 points over Dec. 45. Nov. 1946 witnessed 
further all-round increases : agricultural commo¬ 
dities rose from 321.7 in Oct. 1946 to 352.3 in 
November. Raw materials fell by 2.5 poinis but 
primary commodities, manufactured articles and 
the General Index all rose substantially, the 
respective increases being 15.2,. 12.2 and 15.1 
points. It is only fair to add that these indices 
are based on control prices and thus often 
arc quite out of tune with the prices that have to 
be paid by the actual buyer in the open market. 
Even if we leave this out of account the picture 
that emerges is bleak. 
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Indira Gandhi and Eastern Economist 


~April 15,1966 

I am afraid that Mrs Indira Gandhi has 
many lessons of the Nehru years to un¬ 
learn. Her assertion before an American 
audience that only a government broadly 
sympathetic to the Left could maintain 
stability in our country smacks of a 
dogma which she is unwilling to abandon 
rather than suggest a mature political judg¬ 
ment reached after a realistic re-appraisal 
of the results of the sins of commission 

r -^ 

From “The Moving Finger 
Writes” of April 15, 1966 
and April 22, 1966. 
v_ > 

and omission committed in the manage¬ 
ment of the nation’s affairs in the past. 
An editorial in “The Statesman” (Delhi 
edition, April 7), after pontifically certi¬ 
fying that “not only what she said is cor¬ 
rect; it is good that she took the opportu¬ 
nity of saying it”, had the wisdom to add, 
“but it would also have been helpful if 
she had indicated how misleading old- 
fashioned labels can be in the political 
spectrum of India today”. Since I am in 
entire agreement with the second part of 
the sentiment expressed by “The States¬ 
man”, I am not going to analyse too 
closely the logical sequence of the passage 
as a whole. I would rather proceed lo 
point out that since old-fashioned labels 
could be so misleading, Mrs Gandhi 
would have done well not to have brought 
in the issue of the Right or the Left. If 
any dichotomy of political sentiment or 
opinion in our country is to be attempted 
at all, it could only be in the broad terms 
of a minority believing in the Communist 
way and a large majority profoundly 
distrusting it. Mrs Gandhi had thought 
it accessary to say that a Rightist govern¬ 
ment could not stay in power for long. 


It would be more to the point to recog¬ 
nise that a Leftist government has had no 
possibility of coming to power at all during 
all these years. 

My submission is that we need not 
waste time discussing people's hypotheti¬ 
cal attitudes. The fact is evident enough 
that our people—in their broad mass as 
well as in their essential sections for the 
most part—are interested basically in 
social progress and economic advance¬ 
ment. If their aspirations have to be cap¬ 
tured and caged in a political concept or 
working formula for government, the right 
terminology to appeal to would be the 
vocabulary of the welfare State, not the 
slogans of a political Alice-in-Wonder¬ 
land. 

* * 

—April 22,1966 

Mr Inder Malhotra, writing from 
London in “The Statesman” of April 15 
(Delhi Edition), says that, during her 
brief halt in the British Capital on her 
way back home from the United States, 
Mrs Indira Gandhi told Mr Wilson that 
“she intended lo work for normal healthy 
relations between the two countries and 
to discourage talk of a special relation¬ 
ship”. I grant that this sentiment, attri¬ 
buted to Mrs Gandhi, is bound to be 
much applauded, but I confess that 1 do 
not see much virtue in Mrs Gandhi’s 
reported resolve. Whether we like it or 
not, our relations with Britain must neces¬ 
sarily be of a quality different from our 
relations with, say, any of the Scandi¬ 
navian countries. This is because, apart 
from past political history, there is a very 
considerable current British presence in 
our industry and trade. It would certainly 
be not less unrealistic to make light of the 
considerable mutuality of interests between 
our country and Britain than it would be 
to seek to find any mystic substance in an 
Indo-British communion. 


This apart, I fail to see why this coun¬ 
try should fight shy of the idea of a spe¬ 
cial relationship with Britain or any other 
country. On the contrary, it seems to me 
mere diplomatic wisdom for our govern¬ 
ment to promote new special relationships 
as well as maintain existing ones—since, in 
my understanding of it, a special relation¬ 
ship only means that countries sharing it 
are supposed to care a little more for 
each other than they might for the world 
at large. In this sense, there is surely a 
special relationship between the United 
States and our country just as there is a 
special relationship between the USSR 
and ourselves. Currently, much thought 
is rightly being given to the promotion of 
special relations between Japan and our 
country, while Mrs Gandhi’s recent meet¬ 
ing with President de Gaulle in Paris is 
being spoken of as having contributed to 
the process of France and our country 
coming closer lo each other—which after 
alf is only another way of speculating 
about the development of a special rela¬ 
tionship between these two countries. Is 
it not true also that in many quarters it is 
firmly believed that there is a special 
relationship between the UAR and our 
country or between Yugoslavia and ours? 
Indeed, it could be argued that, in the 
pattern of our international relations 
could be* seeir nothing but the threads of 
many special relationships. When this is 
the case, I see little point in anybody 
being at pains to denigrate the notion of a 
special relationship between Britain and 
our country. As regards Mrs Gandhi's 
alleged intention that our relations with 
Britain should be merely “normal” may I 
say that “normal” is an adjective or “nor¬ 
malise” is a verb which could be employ¬ 
ed more appropriately when we talk of 
the reform of our relations with, say, 
Israel or the German Democratic 
Republic? 

(Extracts from the Column by V.B.) 
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CAPITALS 

CORRIDORS 


R. C. Ummat 


SAIL's profit and domestic sales * Export 
strategy * Salaya-Viramgam pipeline deal * 
Investment priorities 


Tub Steel Authority of India (SAIL) is 
expected to yield a pre-tax profit of nearly 
Rs 65 crores for 1976-77. This will be a 
record profit for the undertaking and will 
exceed the previous year’s profit of about 
Rs 42 crores by as much as Rs 23 
crores. 

The domestic sales of steel are under¬ 
stood to be picking up well. Notwith¬ 
standing the fact that the production of 
saleable steel at the main plants during the 
first two months of the current financial 
year was nearly 76,000 tonnes (7.3 per 
cent) more than the output during the 
corresponding period last year, the unsold 
stocks were stated to have gone down to 
1.2 million tonnes early this month from 
approximately 1.5 million tonnes on 
April 1. Some reduction in stocks un¬ 
doubtedly has resulted from increased 
exports, but the major factor contributing 
to this phenomenon is said to be the pick¬ 
up in domestic demand. 

/ 

production target 

It, however, is difficult to say exactly 
what portion of the increased domestic 
demand is on account of the pick-up in 
the economic activity in the country, 
including the construction activity, as some 
report suggests that quite a number of 
industrial units are building up inventories 
fearing that the current easy supply 
position of steel may not last very long. 
The SAIL authorities, of course, are confi¬ 
dent that they will be able to meet both 
the domestic demand and export commit¬ 
ments without difficulty as this year’s 
target for the production of saleable steel 
has been set at 7.3 million tonnes, as 
against the last year’s target of 6.456 
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million tonnes which was exceeded by 
456,000 tonnes. 

This year’s target approximates 91 per 
cent utilisation of the capacity of the 
integrated plants in terms of saleable steel. 
This is not beyond accomplishment, for 
during 1976-77 itself, the capacity utilisa¬ 
tion at the five steelworks at Bhilai, Rour- 
kela, Durgapur, Jamshedpur and Burnpur 
taken together was around 91.9 per cent. 
The overall capacity utilisation including 
Bokaro, however, was significantly lower 
last year, but that was due to the fact that 
several units of this plant were commis¬ 
sioned into commercial production only in 
the second half of the last year. A subs¬ 
tantial increase is expected in the produc¬ 
tion at Bokaro this year. 

sales promotion 

The SAIL authorities, in fact, are 
anxious to continue their efforts at promot¬ 
ing sales, both in the domestic and export 
markets, so that not to speak of any addi¬ 
tion to the unsold stocks, they should be 
brought down to around 900,000 tonnes by 
the end of this year. 

The SAIL authorities discount the 
reports that they intend proposing an 
increase in the price of prime steel. They 
point out that no increase has been asked 
for. Nor is there any intention at present 
to do so. The cost escalation, they stress, 
is proposed to be absorbed by them 
through an increase in overall capacity 
utilisation at their plants and improvement 
in productivity. Efforts, it is pointed out, 
are continuing to attune production to the 
specific requirements of the consumers in 
the interest of fostering off-take. The 
drawing upon of the unsold stocks to some 
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extent in itself, it is pointed out, will result 
in quite significant savings as the credit 
requirements of SAIL should go down. 

* * 

The minister of Commerce, Mr Mohan 
Dharia, has given some glimpses of the 
export strategy which the Janata govern¬ 
ment desires to follow. Addressing this 
year’s annual general meeting of the 
Punjab, Haryana and Delhi Chamber of 
Commerce and Industry here last week, he 
disclosed that contrary to the previous 
regime’s efforts to export as much as 
possible all sorts of commodities, due 
weightage would henceforth be given to 
domestic needs in so far as the exports of 
mass consumption items were concerned. 
No such consideration, however, was pro¬ 
posed to be given in the case of items of 
ostentatious and elite consumption. 

export drive 

Mr Dharia, of course, underscored the 
need for continuing an intensive export 
drive in the interest of achieving self- 
reliance and reducing dependence on 
external assistance. 

The exports of both traditional and non- 
traditional items, he observed, were pro¬ 
posed to be fostered to the extent possible. 
This, of course., would be done taking into 
consideration the needs of the domestic 
economy so that infiationary tendencies did 
not get accentuated. In fact, so far as the 
domestic market was concerned, efforts, he 
added, would be to bring down the current 
prices to some extent, instead of merely 
stabilising them. 

The export strategy in respect of tradi¬ 
tional items such as jute, cotton piece- 
goods, tea and coffee, Mr Dharia said, 
would be to increase productivity either 
through modernisation of manufacturing 
processes or through increasing the yields 
of their raw materials. In the case of non- 
traditional items like engineering goods, 
chemical products, iron and steel, garments 
and leather manufactures, the effort would 
be to maximise production through ensur¬ 
ing essential inputs as well as allow¬ 
ing installation of some balancing equip* 
ment to produce goods to the acceptable 
international standards. In regard to 
exports of such non-traditional items as 

JUNE 17 9 1977 



marine products, handicraft, processed 
vegetables and meat items also, the stress 
would be on raising production so that not 
only the increasing domestic requirements 
but also the encouraging export possibili¬ 
ties could be met in ample measure. 
Specific efforts would also be made to 
encourage exports of small-scale and 
cottage industries which were envisaged to 
be nursed primarily with a view to open¬ 
ing up additional avenues of employment. 

Mr Dharia revealed that the government 
was anxious to raise exports this year to 
as much Rs 6,000 crores from Rs 4,908 
crores last year. The officials and organi¬ 
sations associated with the Commerce 
ministry, he said, had been asked to work 
out immediately the detailed commodity 
and destination breakdowns of this target 
and to identify the specific difficulties the 
exporters faced so that the necessary policy 
measures could be taken to remove the 
difficulties. 

The current financial year is understood 
to have opened with a promising outlook 
on the balance of trade front. The first 
month of the year—April—threw up a 
surplus trade balance to the extent of as 
much as Rs 81 crores, as against the last 
year’s total export surplus of approximately 
Rs 73 crores. 

decline in imports 

The major factor contributing to the 
large surplus on trade account in April, 
however, was a sharp decline in imports 
compared to the corresponding month of 
the last year—nearly 22.6 per cent drop to 
i imports worth just Rs 28 crores. Exports 
went up by about 5.9 per cent to Rs 379 
crores. 

Since the sharp fall in imports during 
April resulted to a significant extent from 
the non-materialisation of edible oil 
imports to the expected level, the April 
figures should not suggest that that month’s 
performance is going to be repeated often. 
The government has already instituted an 
inquiry into the meagre utilisation of the 
licences issued for the import of edible oils. 

Whereas the imports of foodgrains and 
| various other items, particularly steel, 
, should be very limited this year owing to 
the comfortable position obtainable in the 
country at present, the recent liberalisation 
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of the import policy should result in 
increased imports over the coming months. 

The balance of payments position this 
year, of course, is expected to remain 
encouraging primarily thanks to the 
increasing remittances by Indians abroad. 
On account of this as well as the balance 
of trade being in our favour and there 
being some improvement in exchange earn¬ 
ings on other accounts, the foreign 
exchange assets of the country on May 20 
amounted to as much as Rs 3431.67 crores, 
recording approximately 100 per cent 
increase over the level 12 months earlier. 
They went up by Rs 393.88 crores in April, 
Rs 84.54 crores in the week ending May 6, 
Rs 75.72 crores in the subsequent week 
and Rs 71.23 crores during the week end¬ 
ing May 20. 

* * 

The clarifications provided by the chair¬ 
man of the Indian Oil Corporation, Mr 
C.R. Das Gupta, about the award of the 
Salaya-Viramgam pipeline construction 
contract to Dodsal, an Indian concern, in 
preference to the US company, Hood Cor¬ 
poration, even though ostensibly the 
tender of the latter was lower than that of 
the former by as much as Rs 4.5 crores, 
should set at rest all controversy about 
this deal. 

Mr Das Gupta explained to newsmen 
here last week that the detailed discussions 
with the two bidders subsequent to the 
receipt of their tenders revealed that they 
had quoted on different parameters. 
Reduced to common parameters, the 
Dodsal bid, in fact, was lower by approxi¬ 
mately Rs two crores. 

The difference in parameters, Mr Das 
Gupta observed, related to income-tax and 
custom duty liability, cost of rock cutting 
and escalation provision. Taking these into 
consideration, the Dodsal offer, he said, 
came to Rs 13.29 crores and that of the 
Hood Corporation to Rs 15.46 crores. 

The above controversy underlines the 
need for the Bureau of Public Undertak¬ 
ings bestowing some thought on the guide¬ 
lines for the issue of international tenders 
by the public sector enterprises to the 
effect of specifying in detail the require¬ 
ments to be met by the tenderers. This 
will obviate the so-called character aasassi- 
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nation of the public sector managements 
about which the IOC chairman bemoaned. 
The public sector undertakings also need 
to take the first opportunity to clarify their 
position in case they depart from the 
general rule of awarding contracts to the 
lowest bidders. The public is as interested 
in this aspect of their operations as a share¬ 
holder is in a private sector enterprise. 
Many misgivings arise in the public mind 
because of inadequate communication 
from the managements of the public sector 
enterprises even though the information 
sought is not of the classified nature. The 
performance of the public sector in indus¬ 
try, indeed, has shown a marked improve¬ 
ment in the recent past, barring, of course, 
in the case of some units. The manage¬ 
ments of these enterprises, therefore, ought 
not to be unduly reserved. They have to 
be candid about their operations. 

* • 

Presenting the 1976-77 economic survey 
to parliament this week, the minister of 
Finance, Mr H.M. Patel, stressed the need 
for increasing investment in agriculture 
and the small-scale industrial sector with a 
view to fostering employment in the 
country. He also called for greater involve** 
ment of the people in the planning pro¬ 
cess and the implementation of the plan¬ 
ned programme. Expressing serious con¬ 
cern over the behaviour of prices, which 
during the 12 months to March 31 rose 
by 11.6 per cent, due, among other things, 
to J 7.1 per cent expansion in money sup¬ 
ply, he emphasised that not only had there 
to be greater financial discipline and rest¬ 
raint on credit policy, but also the in¬ 
vestment needed for the growth of the 
economy had to be financed from sources 
mobilised from the public. The national 
income in real terms last year, Mr Patel 
said, grew by less than two per cent, as 
against 8.5 per cent in the previous year, 
because of five to six per cent decline in 
agricultural production from 15.6 per cent 
in 1975-76, even though the industrial 
growth around 10 per cent was slightly 
higher. The external trade last year, he 
observed, yielded a surplus of Rs 72 orores 
thanks to increase in exports and decline 
in imports. The large remittances by 
Indians abroad was another encouraging 
feature last year. 
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Romesh Chandra Putt: path-breaker 
or s K in economic thinking, 


Romesh Chandra Dutt's economic thought went a long way in 
focussing attention on the inequity foisted upon India by the British 
rulers. His thinking showed great insight* erudition and an exquisite 
sense of proportion. His perspicacity can be gauged from the fact 
that even though in Dutt's own time his theory that foreign capital 
on favourable terms was beneficial and should be welcome was 
ridiculed, it has been vindicated by the policy on foreign investment 
followed by Independent India. 


The writings in the nineteenth century 
India, in the framework of the political 
movement of the time, or as ancillary to it, 
had a clearly discernible economic content, 
in the sense that the motivation was „ to 
serve the cause of the economic emancipa¬ 
tion of a people in bondage. 

The British government in the nine¬ 
teenth century brought to bear on their 
meandering economic policies an applica¬ 
tion of the unduly doctrinaire tenets of 
political economy, as formulated by them 
in the popular English text-books of 
classical content. The purely axiomatic 
and hypothetical character of the classical 
theories of political economy was con¬ 
veniently glossed over. The presumptions 
as to the environments were also forgotten 
in deliberate econo-political manoeuvres. 

suit-the-purpose principle 

Friedrich List in Germany came down 
heavily on such suit-the-purpose applica¬ 
tion of economic principles. It was parti¬ 
cularly against the cosmopolitan principle 
in the economic system that he protested, 
and against the absolute doctrine of free 
trade, which was in harmony with that 
principle. He gave prominence to the 
national idea in economic philosophy, and 
insisted on the special requirements of each 
nation according to its circumstances and 
especially to the degree of its develop¬ 
ment. 

List was not alone in pointing out the 
fallacy in presuming that classical economic 
laws were universal in their application. 
Apart from many important continental 
economic theorists, there were a few in 
Britain even, Alfred Butler for one, who 
were emphatically protesting against such 


a dogmatic and colonial application of the 
principles of economic law. 

Criticism of the economic policies of the 
government during the greater part of the 
nineteenth century in India was vehement. 
The motivation was however principally 
political. The texture of such criticism 
did not bring out the economic fallacies in 
the enunciation and consideration of the 
principles of political economy. It was 
here that Romesh Chandra Dutt stepped 
in. In fact, it will not be incorrect to con¬ 
clude, after a research on the works of 
both List and Dutt, the Romesh Chandra 
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had accepted List as his mentor. In the 
evolution of Indian economic and econo¬ 
political thoughts, Dutt’s contribution was 
no less momentous than List’s contribution 
to the formulation of political economy in 
Germany in his time. 

Compared to his compeers, Romesh 
Chandra had two inherent advantages; 
his accustomed erudition and an almost 
unsurpassed brilliance in the use of the 
English language. Both of these he 
brought to bear on the interpretation of 
his economic thoughts and on spotlighting 
the hollowness of the economic policies of 
the government of India. 

Because free trade was useful for 
England, the government emphasised, it 


must be good for India also. Because the 
principles of laissez faire suited the condi¬ 
tions of the British economy, the govern¬ 
ment imposed it on the Indian economy, 
and had the gumption to postulate that it 
would be equally beneficial to India, inten¬ 
tionally skipping over the fact of the non¬ 
existence or only marginal existence of the 
infrastructure of private enterprise, already 
being annihilated systematically by the 
British as an integral part of their estab¬ 
lishment of political suzerainty. 

' 4 

Dutt went about with remarkable 
aplomb to expose the incorrectness of 
these policies. And it is in this context 
that he issued his historic Open Letter to 
Lord Curzon. 

pioneering works 

Romesh Chandra Dutt took upon him¬ 
self the national responsibility of proving 
that many of the assumptions at the back 
of all dogmatic treatment of the subject of 
political economy were inapplicable to 
India and also that public policy, if it was 
really to further the economic development 
of the country, could not afford to ignore 
the peculiarities of the Indian context. 
Hitting hard at the policies of the British 
government aimed at the systematic liqui¬ 
dation of the Indian industrial aspirations 
to convert the sub-continent into an easy 
and open market for the British manufac- 4 
tures, Dutt went eloquent in his pioneering 
works of authority on Indian economic 
thoughts; 

c< lndia in the eighteenth century was a 
great manufacturing as well as a great 
agricultural country, and the Indian hand- 
looms supplied the markets of Asia and 
Europe. The East India Company and 
the British parliament, following the selfish 
commercial policies of a hundred years 
ago, discouraged Indian manufactures in 
the early, years of British rule in order to 
encourage the rising manufactures of 
England... 

“Their fixed policy pursued during the 4 
last decade of the eighteenth century and 
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the first decades of the nineteenth, was to 
make India subservient to the industries of 
Great Britain, and to make the Indian 
people grow raw produce only, in order to 
supply material for the looms and many 
factories of Great Britain. This policy 
was pursued with unwavering resolution 
and fatal success.” (R.C. Dutt; Economic 
History of India under Early British Rule). 

In his exposition of the wanton dis¬ 
regard of the realistic tenets of the Indian 
economic condition by the government, 
what Dutt wrote became the plinth of our 
economic thoughts at that time. As the 
assumptions, (Dutt was referring to 
assumptions like enlightened individualism, 
completely free competition, mobility of 
labour and capital etc), did not hold good 
of even the most advanced societies, it was 
obvious that, in societies such as ours, 
they were chiefly conspicuous by their 
absence. 

lack ot aptitude 

There was neither the desire nor the 
aptitude for free and unlimited competi¬ 
tion except within certain predetermined 
groups or grooves. Neither capital nor 
labour was mobile, nor entrepreneurship 
intelligent enough to shift from place to 
place. Wages and profits were fixed and 
not elastic and responsive to change of 
circumstances. 

“Population followed its own law, being 
cut down by disease and famine, while 
production was static and stagnant, and 
the bumper harvest of one year was needed 
to provide against the uncertainties of 
alternate bad seasons and two consecutive 
bad crops often brought about a famine.” 
In a society so constituted, the tendencies 
assumed as axiomatic were not only 
inoperative, but were actually deflected 
from their proper direction. 

At the present time, when the principles 
of economic laws of money, profits, 
surplus and liquidity preference, as enun¬ 
ciated by Keynes and the post-Keyncsian 
economists, are applicable in their respec¬ 
tive spheres to both the continental and 
extra-continental countries such as India, 
the economic concepts of Romesh Chandra 
Dutt have a look of comparative exaggera¬ 
tion. If one goes through the stimulating 
works of Dutt, one would naturally realise 


that there was really a played-up emphasis 
on the inapplicability of the classical 
economic laws, and that this emphasis was 
deliberate. 

The classical economic principles very 
much suited the pursuits of the govern¬ 
ment, from Dalhousie to Curzon, in the 
background of what came to be known as 
imperial preference. Dutt’s philosophy, 
which postulated that it was mainly the 
responsibility of the-government to sponsor 
and accelerate industrial and agronomic- 
development in the country, was diametri¬ 
cally opposite to what the government 
practised; and in order to achieve his 
points the political overtones in Dutt’s 
philosophy are understandable. 

Nothing illustrates this situation more 
than the policy pursued by the British 
government at that time for an establish¬ 
ment of railway network. Rail transport 
was necessary for economic development. 
But the government elected to do this in 
preference to investments in irrigation and 
agriculture. What was worse, in accor¬ 
dance with the notorious Dalhousie plan, 
contracts were entered into with eight 
companies between 1854 and 1860 for con¬ 
structing and managing railways in 
different parts of India under the guarantee 
system. 

a great drain 

The system, prompted more from the 
need for consolidation of the British raj in 
India than its economic development, pro¬ 
ved to be a great drain on the resources of 
the slate and a burden on the taxpayer in 
India, “for the companies were unable to 
earn their interest and called upon the 
government to make good the deficiency.” 
The deficit on the railway budget amount¬ 
ed to Rs 1,66,50.000 by 1869. This was 
attacked by several critics like Lord 
Lawrence, who in his Minute in 1967 had 
strongly criticised the guarantee system. 
But R.C. Dutt, more than anybody else, 
vehemently condemned the duplicity in the 
economic policy of the government. (R.C. 
Dutt: The Economic History of India in 
the Victorian Age). 

To a student of Indian economic deve¬ 
lopment, the concept of imperial preference 
fostered by the British rulers in India looms 
large as an inglorious concept where 


licences, priorities, economic assistance, 
shipping and transport, in short every 
economic vehicle, was geared to this 
responsibility of the government. 

The country was thus being used for 
export of raw material to aid industrialisa¬ 
tion of Britain and also as a market for 
dumping finished products of the British 
industry. As a result, while industrialisa¬ 
tion could not take any meaningful step, 
agriculture was falling to pieces. Even the 
tenancy laws and the settlement systems 
degenerated to produce a multitude of un¬ 
economic holdings controlled by pockets 
of vested tatuqduri interests, and there was 
no effort towards modernisation of agricul¬ 
ture and cottage industries. 

theory of public surplus 

He thus developed the theory of public 
surplus in India and was all the time urg¬ 
ing the government to set the pace for 
industrialisation in big cities, modernise 
the tenancy and settlement systems and 
rationalise the agricultural economy. 

Dutt’s Open Letter to Lord Curzon was 
not merely an indictment on the imperia¬ 
list economic policies of the government, 
but also an incisive economic analysis of 
the British policies in India in disregard of 
the economic aspirations and well-being of 
the people. Finally it was a manifesto of 
economic policies which he continually 
urged the government to pursue. For the 
lucidity and brilliance of language and 
exposition, and for clarity and vision, 
Dutt's Open Letter requires to be studied 
in depth by all scholars of Indian economic 
thought. 

Another remarkable contribution by 
Dutt to the debate on public issues of 
economic significance concerned the 
arrangement under which ‘home charges* 
and ‘imperial levies’ were being repatriat¬ 
ed to Britain in lieu of the so-called secu¬ 
rity and- governance provided by the 
British in India. It was being urged that, 
after all, England had conferred on India 
the ‘inestimable boon’ of peace and had 
made possible an orderly development of 
the country in all directions and that, 
therefore, India’s losses due to the ‘drain’ 
were nothing when weighed against these 
blessings. On this plea, as Gokhale point¬ 
ed out before the Webly Commission, it 
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would have been possible to justify every 
kind of government extravagance and un¬ 
fairness. Dutt’s condemnation of this 
theory was relentless throughout. 

Dutt would not allow to go unchalleng¬ 
ed such deceit in the formulation of pub¬ 
lic policy for economic development. 
‘The advantages to India of the British 
connection, such as they were, or vice 
versa , were not capable of being precisely 
measured*. They were, therefore, out of 
place in a discussion occupied with con¬ 
crete and calculable items, just as much 
as the incalculable, though non-the-less 
real, advantages which England derived 
from India. 

His criticism was so vehement that it 
made Lord Curzon to sit up and join 
issues through a half-hearted exposition 
of his own' Curzon admitted that his 
data were not incontrovertible. He also 
admitted that the advance in economic 
position revealed by his calculations was 
not in itself very ‘brilliant or gratifying’. 
But at the same time, Curzon pleaded, 
they showed that the movement of the 
economy was is a forward and not back¬ 
ward direction. (A Statement of Economic 
Policy ; Lord Curzon of Kedlcston). 

academic controversy 

Romesh Chandra considered the whole 
controvery as entirely academic and a deli¬ 
berate attempt to shift emphasis on the 
part of the government from the down-to- 
earth factors of economic development. It 
can at best be said that the analysis under¬ 
taken in connection with the ‘drain’ theory 
did help to indicate various directions of 
urgent reform, and pointed to the exist¬ 
ence of a number of real grievances. It 
did not, however, furnish anything like 
a plausible explanation of Indian 
poverty. 

The first Indian thinker to see the neces¬ 
sity of emphasizing many other more im¬ 
portant causes was Romesh Chandra 
Dutt, who was a pathbreaker in Indian 
economic thinking. Later writers did not 
always show Dutt’s insight and erudition 
and his exquisite sense of proportion. 

Two particular streams of thought can 
be spotlighted here. First was his views 
on the tenancy laws. “The development 


of subinfeudation, owing to the margin 
between the fixed land revenue and the 
economic rent of land, and the growth of 
a long chain of middlemen, have severed 
the connection between the zamindars 
and the ryots and have defeated the inten¬ 
tion of Cornwallis to establish a landlord 
and tenant system in Bengal on the 
British model”—The land is nobody’s 
concern—The responsibility for agricul¬ 
tural welfare cannot be fixed at any parti¬ 
cular link in the chain between the zamin- 
dar and the actual cultivator.” (Report of 
the Land Revenue Commission , Bengal 
Volume 1, para. 78). 

visionary outlook 

The evil culminated, according to Dutt, 
in fragmentation of land holdings. He 
therefore vigorously protested against the 
lukeworm tenancy system pursued by the 
government and formulated a bold 
scheme of ryotwari bandobast in his 
works, many ideas from which were grud¬ 
gingly borrowed in later years by the 
government. 

Dutt had a visionary’s outlook on 
foreign capital, and regarded the policy of 
raising capital abroad to finance national 
economic development as sound and well- 
advised (R.C. Dutt’s concept on foreign 
investment was elaborated in the Reportof 
the External Capital Committee ). Dutt’s 
concept was precisely summarised by Dr 
Slater, “as no foreign control enters into 
the system, the main matters for conside¬ 
ration are—( 1 ) can a new asset be created 
by means of an external loan which will 
yield a net annual return, directly or 
indirectly, to the people of India, exceed¬ 
ing the stipulated rate of interest; and (ii) 
can the money be borrowed abroad on 
the whole to greater advantage than in 
India? If both of these questions are 
answered in the affirmative obviously the 
use of external capital is advantageous”. 

Even though in Dutt’s own period 
these ideas were not infrequently criticised 
as an open invitation (a pun with his open 
letter) to foreign economic subservience, 
time has established the boldness as also 
the fundamental correctness of his far¬ 
sighted ideas. 

All too often industry is wanted pri- 
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manly for nationalistic reasons—to show 
that a country is ‘modern’ and that it 
need not depend on others for the goods 
it wants to produce indigenously. Such 
thinking leads to a number of unsound 
prestige projects. 

important role 

National pride frequently tends to erect 
emotional and psychological barriers to 
the entry of foreign capital and know¬ 
how, even when it may be obvious, on 
purely economic grounds, that borrowed 
capital and technology have a necessary 
role to play, particularly in the first few 
phases of development. 

These two factors had played an im¬ 
portant but controversial role in our eco¬ 
nomic thoughts and in the fromulation 
of our economic policies. It was in this 
context that the historic Nehru resolution 
on foreign investment was announced in 
the parliament of independent India. And 
India has lived through with enough parti¬ 
cipation in foreign capital and expertise 
in her industrial development during the 
first four Plan periods. 

The effectiveness of Dutt’s posture 
should be judged against two considera¬ 
tions. 

First, he did provide a very effective 
economic forum to the developing politi¬ 
cal movement of the country. The cud¬ 
gels of Romesh Chandra Dutt were later 
taken up in the political manifesto of the 
Indian National Congress. 

Second, even in these early days of 
political movement, Dutt’s exposition of 
economic philosophy compelled the 
government to come down to brass-tacks 
in matters of development and principles 
of government. 

Such economic measures were increas¬ 
ingly adopted as led to the industrialisa¬ 
tion of the country in phases, and, also, 
towards revision of the ryotwari settle¬ 
ment and modernisation of agricultural 
methods. The measures taken might have 
been only marginal, but they did cor¬ 
rectly set the pace for things to come in^ 
the next few decades. 
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Measuring profitability through commonsize 

1 Or N. P. Agarwal statement: aluminium industry 

The author, who is lecturer in the Department of Accountancy and 
Business Statistics in the University of Rajasthan, has measured 
the commonsize profit and loss statement of four aluminium 
companies in the private sector from 1963-64 to 1973-74 and found that 
controlled selling price of aluminium accompanied by increasing 
prices of some raw materials and power shortage were mainly 
responsible for a decline in profitability in the industry. 


The aluminium industry of India com¬ 
prises five units. Four units, viz. Alumi¬ 
nium Corporation of India, Indian Alu¬ 
minium Company Ltd, Hindustan Alu¬ 
minium Corporation Ltd and Madras 
Aluminium Company Ltd, are in tfae 
private sector and one, viz, Bharat Alu¬ 
minium Company Ltd, is in the public 
sector. Up to 1973-74 only those units 
which were in the private sector were 
functioning. Hence profitability of these 
four companies in private sector has been 
studied in this article. 

The present study covers a period of 11 
years from 1963-64 to 1973-74. In the 
case of Madras Aluminium Company Ltd, 
(Malco), the period is from 1965-66 to 
1973-74 because this company started 
functioning from the year 1965-66. 

motivating force 

The principal motivating force behind 
conducting a business is profit. “Perhaps 
the most important reason for keeping 
1 accounts, as far as the management of the 
business is concerned, is that the infor¬ 
mation contained in them provides the 
means of measuring the progress of the 
business; of nesting its pulse'; and of 
indicating when and where remedial 
action, if necessary, shall be taken." 1 
Modern management is engaged in the 
task of maximising profits. The efficiency 
of management is measured by the profit¬ 
ability of the business; the greater the 
profitability the more the efficiency. 

The word ‘profitability’ is composed of 
two words ‘profit* and ‘ability*. The 
v word profit has been defined in a number 
* of ways. Actually the meaning of profit 


differs according to the use and purpose 
of the figure. For accounting purposes the 
total expenses for a period are deducted 
from the total revenues for that period to 
measure the profit for the period. The 
term ability reflects the power of the 
enterprise to earn the profit. 

earning power 

This ability is also referred to as 
‘earning power’ or ‘operating perform¬ 
ance’ of the concerned investment. 
“The word ‘profitability* may be defined 
as the ability of a given investment 
to earn a return from its use." 2 The 
state of profitability is variable as the tem¬ 
perature and humidity of a day. The 
determination of profitability by an ac 
countant or analyst can even be linked to 
temperature reading and study of humi¬ 
dity by a meteorologist. The present 
weather of a day is recorded so that future 
prospect can be forecast. 

The commonsize profit and loss state¬ 
ments show the percentage of profit earn¬ 
ed or loss suffered to sales along with the 
percentage of individual cost or expense 
item to sales. The income statement com¬ 
monsize percentages are more in com¬ 
mon use. The analysis of income state¬ 
ment percentages is used in connection 
with studies of revenue, cost and expen¬ 
ses. “Less extensive use is made of balance 
sheet commonsize percentages. The 
reason for the greater use of common- 
size percentages for income statement 
items is the close relationship of sales, 
cost of goods sold and operating expenses. 
In other words, all of the items on the 
income statement through the operating 


income figure relate to sales and to cur¬ 
rent operations.” 3 

In the present study, condensed profit 
and loss accounts for the aluminium 
industry as a whole and for individual 
companies have been prepared and the 
absolute rupee amounts have been ex¬ 
pressed in lakhs upto two decimal 
places. The figure of sales has been 
taken equal to hundred and percentages 
of each item of profit and loss account to 
sales have been calculated up to one deci¬ 
mal place. The commonsize percentages 
of profit and loss account show not only 
the position relating to profitability but 
also indicate items of cost responsible for 
increase or decrease in the percentage of 
profit. It is a scientific study of profit¬ 
ability because each item of profit and 
loss account has got the relationship of 
cause and effect. 

operating profits 

The commonsize statement of profit 
and loss account of aluminium industry 
in India as a whole as given in Table I 
during the period of study from 1963-64 
to 1973-74, shows that the cost of goods 
sold consumed an increasing percentage 
of sales from 69.2 per cent in 1964-65 to 
93.9 per cent in 1973-74, which has result¬ 
ed in a decreasing percentage of operating 
profits from 30.8 per cent in 1964-65 to 6.1 
per cent in 1973-74. The controlled selling 
prices of aluminium accompanied by in¬ 
creasing prices of some essential raw 
materials and power shortage were the main 
reasons of decline in profitability. The non¬ 
operating income has yielded a surplus of 
0.3 per cent over non-operating expenses 
during the period of study. The percentage 
of interest paid fluctuated from year to 
year but on the whole it was towards 
decline as it was 3.8 in 1973-74 and 3.3 
in 1971-72 and 1972-73 as compared to 
5.1 in 1966-67. The percentage of provi¬ 
sion for taxation was towards decline. 

It has been noticed that during later 
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years some of the aluminium companies 
under study suffered operating los¬ 
ses and no provision was made for taxa¬ 
tion. The decreasing amount of profit, 
accompanied by larger amount of sales 
also resulted in decreasing percentage of 
provision for taxation as lesser amount 
of provision for taxation was required due 
to lower amount of profit. The percen- 
. tage of net profit fluctuated from 1.1 in 
1973-74 to 26.5 in 1964-65. During later 
years it was towards a decline. As a result 
of the above situation the percentage of 
dividends paid fluctuated, but from 1969-70 
it was towards decline and was 2.6 in 
1973-74 as against 5.4 in 1968-69. A 
small percentage has been recorded as 
capital profits while in some of the years 
some portion of the reserves was also 
capitalised. On the whole the percentage 
of retained earnings fluctuated from 
year to year from 0.2 in 1963-64 to 23.8 
in 1964-65 tfnd during 1972-73 and 1973-74 
it was negative. 

In the Aluminium Corporation of India 
(Alcoin) 4 during the period of study the 


cost of goods sold consumed an increas¬ 
ing percentage of sales from 85.7 in 
1963-64 to 119.9 in 1973-74 except during 
the years 1965-66, 1966-67 and 1967-68 
in which the percentage decreased as com¬ 
pared to 1964-65. The increasing per¬ 
centage of cost of goods sold resulted in 
decreasing percentage of operating profits 
and in later years from 1970-71 it resulted 
in operating losses. The main problem 
faced by this company was of labour 
trouble and shortage of power. The 
percentage of non-operating income has 
earned a small surplus over non-operating 
expenses during the whole period of the 
study. The percentage of interest paid 
fluctuated from year to year, but it was 
very high during 1973-74 being 10.9 as 
compared to 5.2 in 1972-73 and 2.7 in 
1967-68. The percentage of dividends 
paid fluctuated from year to year and 
during 1971-72 to 1973-74 no dividend 
was declared. During 1963-64and 1971-72 
the percentage of reserves capitalised 
work out to 6.8 and 10.3 respectively. 
On the whole this company has faced 


an adverse situation and during the last 
four years it suffered heavy losses. 

In the Indian Aluminium Co Ltd 
(Indai) 5 during the period of study the 
percentage of cost of goods sold to sales 
varied from 68.6 in 1964-65 to 88.1 in 
1973-74, as a result of which the percentage 
of operating profit varied from 11.9 in 
1973-74 to 31.4 in 1964-65. The range of 
variation of percentage of cost of goods 
sold was lower in this company as com¬ 
pared to Alcoin and Hindalco. The per¬ 
centage of non-operating income yielded 
a positive surplus over the percentage of 
non-operating expenses during the whole 
period of the study, while the percetnage 
of interest paid varied from 1.9 in 1967-68 
to 4.2 in 1969-70. The percentage of net 
profit varied from 4.8 in 1973-74 to 17.6 
in 1965-66. The decreasing trend specially 
during 1972-73 and 1973-74 was the 
result of various problems faced by the 
company like power cut, controlled sell¬ 
ing prices and increasing prices of some of 
the essential raw materials. The divi¬ 
dend paid absorbed from 3.9 per cent in 


Table I 

Aluminium Industry in India: Condensed Profit and Loss Account (Consolidated) 
Including Commonsize Percentages 


(In per cent) 


Particulars 

1963-64 

1964-65 

1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 

1971-72 

1972-73 

1973-74 

Sales 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Less cost of goods sold 

79.4 

69.2 

71.5 

76.9 

80.0 

84.1 

83.0 

84.1 

85.6 

88.3 

93.9 

Operating profit 

20.6 

30.8 

28.5 

23.1 

20.0 

15.9 

17.0 

15.9 

14.4 

11.7 

6.1 

Add non-operating income 

0.8 

7.5 

0.8 

1.7 

0.9 

2.4 

3.0 

2.7 

1.3 

1.4 

1.3 


21.4 

38.3 

29.3 

24.8 

20.9 

18.3 

20.0 

18.6 

15.7 

13.1 

7.4 

Less non-operating expenses 

0.5 

0.4 

0.9 

1.8 

0.9 

1.1 

1.0 

0.5 

0.5 

0.6 

0.3 

Profit before tax and interest 

20.9 

37.9 

28.4 

23.0 

20.0 

17.2 

19.0 

18.1 

15.2 

12.5 

7.1 

Less interest 

4.6 

3.1 

4.1 

5.1 

4.6 

4.9 

4.3 

3.5 

3.3 

3.3 

3.8 

Profit before tax 

16.3 

34.8 

24.3 

17.9 

15.4 

12.3 

14.7 

14.6 

11.9 

9.2 

3.3 

Less provision for taxation 

8.2 

8.3 

5.4 

3.0 

4.5 

2.9 

0.7 

_ 

1.7 

3.4 

2.2 

Net profit 

8.1 

26.5 

18.9 

14.9 

10.9 

9.4 

14.0 

14.6 

10.2 

5.8 

1.1 

Less dividends 

4.2 

5.3 

7.3 

5.4 

4.0 

5.4 

4.3 

3.6 

3.7 

3.3 

2.6 


3.9 

21.2 

11.6 

9.5 

6.9 

4.0 

9.7 

11.0 

6.5 

2.5 

-1.5 

Add capita] profits 

1.7 

2.6 

'0-1 

— 

— 

0.6 

— 

— 

— 

— 

0.1 


5.6 

23.8 

11.7 

9.5 

6.9 

4.6 

9.7 

11.0 

6.5 

2.5 

—1.4 

Less reserves capitalised 

5.4 

.— 

_ _ 

- 

_ 


_ 

_ 

0,6 

6.2 

< _ _ 

Increase in retained earnings 

0.2 

23.8 

11.7 

9.5 

6.9 

4.6 

9.7 

11.0 

5.9 

—3.7 

—1.4 


Note: Commonsize percentages, taking sales for the respective years equal to hundred, 
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Tabu II 

Aluminium Corporation of India limited: Condensed Profit and Loss Account (Consolidated) including Commonsize Percentages 

(In per cent) 


Particulars 

1963-64 1964-65 1965-66 1966-67 1967-68 

1968-69 1969-70 1970-71 

1971-72 

1972-73 1973-74 

Sales 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Less cost of goods sold 

85.7 

87.7 

82.6 

83.8 

86.4 

90.1 

95.1 

107.2 

101.5 

108.8 

119.9 

Operatin') profit 

14.3 

12.3 

17.4 

16.2 

13.6 

9.9 

4.9 

—7.2 

—1.5 

— 8.8 

—19.9 

Add non-operating income 

0.6 

0.5 

0.4 

0.5 

0.4 

1.6 

2.1 

0.9 

0.6 

0.4 

2.7 


14.9 

12.8 

17.8 

16.7 

14.0 

11.5 

7.0 

—6.3 

—0.9 

—8.4 

—17.2 

Less non-operating expenses 

— 

0.3 

0.2 

O.t 

0.1 

0.2 

— 

— 

— 

— 

1.7 

Profit before tax and interest 

14.9 

12.5 

17.6 

16.6 

13.9 

11.3 

7.0 

—6.3 

—0.9 

—8.4 

—18.9 

Less interest 

3.3 

4.5 

3.9 

3.3 

2.7 

3.1 

5.7 

3.6 

3.9 

5.2 

10.9 

Profit before tax 

11.6 

8.0 

13.7 

13.3 

11.2 

8.2 

1.3 

—9.9 

—4.8 

—13.6 

—29.8 

Less provision for taxation 

0.4 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Net profit 

11.2 

8.0 

13.7 

13.3 

11.2 

8.2 

1.3 

—9.9 

- 4.8 

—13.6 

—29.8 

Less dividends 

3.7 

3.4 

4.0 

4.4 

3.7 

3.1 

1.5 

2.0 

— 

— 

— 


7.5 

4.6 

9.7 

8.9 

7.5 

5.1 

■— 0.2 

—11.9 

-—4.8 

—13.6 

—29.8 

Add capital profits 

— 

— 

— 

-- 

— 

- 

— 

- - 

— 

— 

— 


7.5 

4.6 

9.7 

8.9 

7.5 

5.1 

- 0.2 

—11.9 

-4.8 

—13.6 

—29.8 

Less reserves capitalised 

6.8 

— 

— 

— 

— 

—- 

— 

— 

10.3 

— 

— 

Increase in retained earnings 

0.7 

4.6 

9.7 

8.9 

7.5 

5.1 

— 0.2 

—11.9 

-15.1 

13.6 

—29.8 


Note: Commonsize percentages, taking sales for the respective years equal to hundred. 

Table III 

Indian Aluminium Company Limited: Condensed Profit and Loss Account (Consolidated) including Commonsize Percentages 

(In per cent) 


Particulars 

1963-64 1964-65 1965-66 1966-67 

1967-68 1968-69 

1969-70 

1970-71 

1971-72 1972-73 

1973-74 

Sales 

100.0 

100.0 

103.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Less cost of goods sold 

72.3 

68.8 

70.5 

78.4 

77.6 

81.4 

82.5 

85.8 

80.4 

83.2 

88.1 

Operating profit 

27.7 

31.4 

29.5 

21.6 

22.4 

18.6 

17.5 

14.2 

19.6 

16.8 

18.9 

Add non-operating income 

1.1 

3.4 

0.8 

2.7 

i.i 

2.3 

3.0 

1.9 

1.0 

1.2 

1.0 


28.8 

34.8 

30.3 

24.3 

23.5 

20.9 

20.5 

16.1 

20.6 

18.0 

12.9 

Less non operating expenses 

0.4 

— 

— 

0.2 

— 

1.5 

11.2 

- 

— 

0.5 

0.1 

Profit before tax and interest 

28.4 

34.8 

30.3 

24.1 

23.5 

19.4 

19.3 

16.1 

20.6 

17.5 

12.8 

Less interest 

3.2 

2.2 

2.3 

2.8 

1.9 

2.9 

4.2 

4.0 

3.6 

3.9 

3.9 

Profit before tax 

25.2 

32.6 

28.0 

21.3 

21.6 

16.5 

15.1 

12.1 

17.0 

13.6 

8.9 

Less provision for taxation 

14.0 

15.7 

10.4 

8.1 

10.9 

8.2 

1.8 


3.7 

5.5 

4.1 

Net profit 

11.2 

16.9 

17.6 

13.2 

10.7 

8.3 

13.3 

12.1 

13.3 

8.1 

4.8 

Less dividends 

6.4 

7.1 

6.4 

6.5 

5.2 

6.6 

5.3 

3.9 

4.0 

4.2 

4.2 


4.8 

9.8 

11.2 

6.7 

5.5 

1.7 

8.0 

8.2 

9.3 

3.9 

0.6 

Add capital profits 

2.8 

4.9 

— 

— 

— 

1.7 

— 

—• 

■— 

— 

— 


7.6 

14.7 

11.2 

6.7 

5.5 

3.4 

8.0 

8.2 

9.3 

3.9 

0.6 

Less reserves capitalised 

7.9 

— 

— 

— 

— 

— 

— 

— 

_ 

10.0 

— 

Increase in retained earnings 

-0.3 

14.7 

11.2 

6.7 

5.5 

3.4 

8.0 

8.2 

9.3 

— 6.1 

0.6 


Note; Commonsize percentages, taking sales for the respective years equal to hundred. 
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1970-71 to 7.1 per cent in 1964-65. During 
some years there was capital profit while 
in others part of reserve was also capi¬ 
talised. During 1963-64 and 1972-73 the 
percentage of retained earnings was nega¬ 
tive while during other years it was posi¬ 
tive and varied from 0.6 in 1973-74 to 
14.7 in 1964-65. On the whole it was 
decreasing due to adverse situations faced 
by the company, specially during the 
later years. 

The commonsize profit and loss state¬ 
ment of Hindustan Aluminium Corpora¬ 
tion Ltd (Hindalco) as shown in Table IV, 
reveals that during the period under study 
from 1963-64 to 1973-74, the cost of goods 
sold absorbed fluctuating percentage of 
sales which varied from 64.2 in 1964-65 
to 100.6 in 1973-74. The percentage of 
goods sold indicated increasing trend 
during 1965-66 to 1973-74 except in 1969- 
70 and 1970-71. This reflects an adverse 
situation because successively larger pro¬ 
portion of sales was absorbed by cost of 
goods sold. This adverse situation re¬ 
sulted in operating loss during 1973-74 of 


0.6 per cent, while the percentage of opera¬ 
ting profit was 35.8 in 1964-65 and 33,5 
in 1965-66. Generally the percentage of 
non-operating income has yielded a posi¬ 
tive surplus over the percentage of non¬ 
operating expenses except during 1963-64, 
1965-66, 1966-67 and 1967-68. The in¬ 
crease in prices of some of essential raw 
materials, controlled selling prices of alu¬ 
minium and its products, short supply of 
power and increased rates charged for 
power supply are the factors which re¬ 
sulted in under-utilisation of capacity 
causing operating losses during 1973-74 
The percentage of interest paid varied 
from 2.0 in 1972-73 to 8.1 in 1963-64, 
from 1968-69 the percentage of interest 
paid registered a declining trend except in 
1973-74, which shows that the reliance on 
borrowed funds was reduced. The per¬ 
centage of provision for taxation was very 
low being 0.2, 0.1, 0.1 and 1.9 in 1963-64, 
1964-65, 1965-66, and 1972-73. In other 
years no provision for taxation was made. 
Dividends absorbed 1.0 per cent in 1973- 
74 to 10.5 per cent in 1965-66 of sales 


during the period of study. During later 
years the percentage was lower as com¬ 
pared to earlier years as sales were having 
an increasing tendency. The capita] pro¬ 
fits earned constituted a very small per¬ 
centage of sales varying from 0.1 to 0.2. 
The percentage of retained earnings was 
towards decline except during 1969-70 and 
1970-71 and it was negative during 1972- 
73 and 1973-74, in the former year due to 
capitalisation of reserves and in the latter 
year due to net loss suffered. 

In the case of Madras Aluminium Co 
Ltd (Malco), commonsize income state¬ 
ment as shown in Table V, reveals that 
during the period of study from 1965-66 
to 1973-74, the cost of goods sold absorb¬ 
ed a fluctuating percentage of sales which 
varied from 76.9 in 1966-67 to 85.7 in 
1972-73, the range of variation of per¬ 
centage of cost of goods sold in this com¬ 
pany was lower as compared to all other 
companies under study. The percentage 
of operating profit which varied from 
14.3 in 1972-73 to 23.1 in 1966-67 was 
also higher in this company specially dur- 


Tablh IV 

Hindustan Aluminium Corporation Limited: Condensed Profit and Loss Account (Consolidated) 

Including Commonsize Percentages 


(tn per cent) 


Particulars 

J963-64 1964-65 

1965-66 1966-97 1967-68 

1968-69 1969-70 1970-71 

1971-72 1972-73 

1973-74 

Sales 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1C0.0 

100.0 

100.0 

100.0 

100.0 

Less cost of goods sold 

90.8 

64.2 

66.5 

74.0 

80.9 

85.7 

83.0 

80.9 

89.2 

92.0 

100.6 

Operating profit 

9.2 

35.8 

33.5 

26.0 

19.1 

14.3 

170 

19,1 

10.8 

8.0 

—0.6 

Add non-operating income 

0.4 

15.7 

0.7 

1.5 

0.8 

2.6 

3.1 

3.5 

1.5 

1.6 

1.5 


9.6 

51.5 

34.2 

27.5 

19.9 

16.9 

20.1 

22.6 

12.3 

9.6 

0.9 

Less Non-operating expenses 

0.9 

0.9 

2.0 

3.0 

1.7 

0.8 

0.9 

0.8 

1.0 

0.7 

0.2 

Profit before tax and interest 

8.7 

50.6 

32.2 

24.5 

18.2 

16.1 

19.2 

21.8 

11.3 

8.9 

0.7 

Less interest 

8.1 

3.9 

5.8 

5.8 

6.9 

6.2 

3.6 

2.5 

2.4 

2.0 

2.2 

Profit before tax 

0.6 

46.7 

26.4 

18.7 

11.3 

9.9 

15,6 

19.3 

8.9 

6.9 

—1.5 

Less provision for taxation 

0.2 

0.1 

0.1 

— 

—- 

— 

— 

— 


1.9 


Net profit 

0.4 

46.6 

26.3 

18.7 

11.3 

9.9 

15.6 

19.3 

8.9 

5.0 

—1.5 

Less dividends 

— 

3.4 

10.5 

4.7 

4.0 

3.7 

3.1 

2.9 

3.0 

3.3 

1.4 


0.4 

43.2 

15.8 

14.0 

7.3 

6.2 

12.5 

16.4 

5.9 

1.7 

—2.5 

Add capita] profits 

\ 

0.2 

0.1 

. 0.1 

— 

0.1 

0.1 

0.1 

— 

0.1 

— 

0.2 


0.6 

43.3 

15.9 

14.0 

7.4 

6.3 

12.6 

16.4 

6.0 

1.7 

—2.3 

Less reserves capitalised 


— 


__ 

_ 

_ _ 

. L 



3.8 


Increase in retained earnings 

0.6 

43.3 

15.9 

14.0 

7.4 

6.3 

12.6 

16.4 

6.0 

-2.1 

-2.3 


Note : Commonsize percentages, taking sales for the respective years equal to hundred. 
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ring fater years as compared to other com¬ 
panies. The percentage of non-operating 
income varied from 0.6 in 1966-67 to 3.0 
in 1970-71 while the percentage of non¬ 
operating expenses varied from 0.8 in 

1971- 72 to 4.3 in 1966-67. The percen¬ 
tage of interest paid to sales was highest 
in this concern which varied from 5.5 in 

1972- 73 to 11.8 in 1956-67. It shows that 
the company depended heavily on borrow¬ 
ed funds and followed the policy of trad¬ 
ing on equity. No provision for taxation 
was made except in 1970-71 while the per¬ 
centage of dividends fluctuated from year 
to year and in the last two years no divi¬ 
dend was paid. The percentage of retain¬ 
ed earnings was highest in 1970-71 being 
10.1 while it was negligible during 1965-66. 

The com monsize profit and loss state¬ 
ment of aluminium industry in India 
shows that during 1973-74 th: cost of 
goods sold consumed a higher percentage 
as compared to selected industries in India 
(Table VI p. 1142). The percentage of opera¬ 
ting profit in selected industries in India 
varied from 11.8 to 27.3 while in alumini¬ 


um industry it was merely 8.3 and in indi¬ 
vidual aluminium companies it was 16.3 
and 17.4 respectively for Jndal and Malco 
whereas Hindalco suffered small operating 
loss and Alcoin suffered heavy operating 
loss. The non-operating income earned 
showed a positive surplus over non-operat¬ 
ing expenses in aluminium industry during 

1973-74 while in other industries there 
was a deficit, except in the mineral oil 
industry. The percentage of interest paid 
in 1973-74 was also high in aluminium in¬ 
dustry as compared to other industries ex¬ 
cept shipping. The percentage of provi¬ 
sion for taxation was lower in aluminium 
industry as compared to silk and rayon tex¬ 
tiles, motor vehicles, engineering, chemi¬ 
cals, mineral oil, paper and paper products 
and electricity generation and supply 
while in others it was lower than the alu¬ 
minium industry. All the above factors 
resulted in lower percentag: of net profit 
in aluminium industry, as compared to 
other industries except cement industry 
where the figure was negative. It should 
be noted here that Hindalco and Alcoin 


had suffered operating loss and the per¬ 
centage of cost of goods sold was more 
than hundred. The percentage that divi¬ 
dends paid bore to sales in 1973-74 was 
the highest in aluminium industry as com¬ 
pared to all other industries. There 
was a negligible percentage of capital 
protfis in aluminium industry while the 
figure of capital profits for other indus¬ 
tries arc not available. The retained earn¬ 
ings in 1973-74 showed a negative figure 
in aluminium industry while in other 
industries it was positive except in the 
case of cement. 
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Table V 


Madras Aluminium Company Limited : Condensed Profit and Loss Account (Consolidated) 

Including Commonsize Percentages 


(In per cent) 


Particulars 

1965-66 

1966-67 

1967 68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

Sales 

1000 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Less cost of goods sold 

80.4 

76.9 

80.0 

81.2 

78.9 

78.8 

84.2 

83.7 

85.6 

Operating profit 

19.6 

23.1 

20.0 

18.8 

21.1 

21.2 

15.8 

14.3 

14.4 

Add non-operating income 

1.2 

0.6 

1.3 

2.9 

2.8 

3.0 

1.4 

1.7 

1.7 


20.8 

23.7 

21.3 

21.7 

23.9 

24.2 

17.2 

16.0 

16.1 

Less non-operating expenses 

4.2 

4.3 

2.4 

1.9 

1.2 

0.9 

0.8 

1.8 

3.7 

Profit before tax and interest 

16.6 

19.4 

18.9 

19.8 

22.7 

23.3 

16.4 

14.2 

12.4 

Less interest 

10.5 

11.8 

9.0 

8.2 

7.3 

5.8 

6.4 

5.5 

10.6 

Profit before tax 

6.1 

7.6 

9.9 

11.6 

15.4 

17.5 

10.0 

8.7 

1.8 

Less provision for taxation 

— 

■- 

— 

— 

— 

— 

— 

— 

— 

Net profit 

6.1 

7.6 

9.9 

11.6 

15.4 

17.5 

10.0 

8.7 

1.8 

Less dividends 

6.1 

5.5 

— 

10.9 

8.8 

7.4 

8.0 

— 

— 


0.0 

2.1 

9.9 

0.7 

6.6 

10.1 

2.0 

8.7 

1.8 

Add capital profits 

— 

— 

— 

— 

— 

— 

— 

-- 

— 


0.0 

2.1 

9.9 

0.7 

6.6 

10.1 

2.0 

8.7 

1.8 

Less reserves capitalised 

— 

— 

— 

— 

— 

— 

— 

—• 

— 

Increase in retained earnings 

0.0 

2.1 

9.9 

0.7 

6.6 

10.1 

2.0 

7.8 

1.8 


Note : Commonsize percentages, taking sales for the respective years to hundred. 
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Tablee VI 

Common9ize Profit and Loss Statement of Selected Industries in India During 1973-74 



Tobacco 

Cotton 

Textiles 

Silk & Rayon Iron & 
Textiles Steel 

Motor 

Vehicles 

Engineering 

(Total) 

Chemi-. 
cals 

. Mineral 
Oil 

Cement 

Sales 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.04 

Less cost of goods sold 

84.0 

87.0 

77.0 

85.4 

88.2 

84.9 

77.1 

72.7 

87.6 

Operating profit 

16.0 

13.0 

23.0 

14.6 

11.8 

15.1 

22.9 

27.3 

12.4 

Add non-operating income 

• 1.0 

2.3 

1.4 

5.5 

2.0 

2.2 

1.6 

6.6 

1.5 


17.0 

15.3 

24.4 

20.1 

13.8 

17.3 

24.5 

33.9 

13.9 

Less non-operating expenses 

6.8 

5.1 

4.4 

10.8 

4.3 

6.2 

8.3 

6.0 

9.9, 

Profit before tax and interest 

10.2 

10.2 

20.0 

9.3 

9.5 

11.1 

16.2 

27.9 

4.0 

Less interest 

1.9 

3.2 

1.5 

4.1 

3.2 

3.2 

3.0 

1.6 

4.0 

Profit before tax 

8.3 

7.0 

18.5 

5.2 

6.3 

7.9 

13.2 

26.3 

0.0 

Less provision for taxation 

4.7 

2.5 

5.5 

2.0 

3.5 

4.3 

5.5 

15.1 

0.7 

Net profit 

3.6 

4.5 

13.0 

3.2 

2.8 

3.6 

7.7 

11.2 

(—)0.7 

Less dividends 

1.2 

1.3 

2.8 

1.6 

1.2 

1.6 

3.2 

9.2 

2.3 


2.4 

3.2 

10.2 

1.6 

1.6 

2.0 

4.5 

2.0 

(—)3.0 

Add capital profits 

— 

— 

— 

— 

— 

— 

— 


— 


2.4 

3.2 

10.2 

1.6 

1.6 

2.0 

4.5 

2.0 

(—)3.0 

Less reserves capitalised 

— 

— 

— 


— 

— 

— 

— 


Increase in retained earnings 

2.4 

3.2 

10.2 

1.6 

1.6 

2.0 

4.5 

2.0 

C—)3.0 


Rubber & 

Paper & 

Electricity 


Aluminium Aluminium Companies in 

i India 


Rubber 

Paper 

Generation Shipping 

Industry 

Alcoin 

Jndal 

Hindalco 

Malco 


Products 

Products and Supply 







Sales 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Less cost of goods sold 

86.9 

77.6 

80.2 

75.0 

91.7 

125.0 

83.7 

100.9 

82.6 

Operating profit 

13.1 

22.4 

19.8 

25.0 

8.3 

(-) 25.0 

16.3 

( -) 0.9 

17.4 

Add non-operating income 

1.0 

1.8 

1.3 

3.9 

1.8 

3.4 

1.4 

2.1 

2.1 


14.1 

24.2 

21.1 

28.9 

10.1 

(-) 21.6 

17.7 

1.2 

19.5 

Less non-operating expenses 

7.1 

8.6 

6.5 

7.4 

0.4 

2.1 

0.1 

0.2 

4.4 

Profit before tax and interest 

7.0 

15.6 

14.6 

21.5 

9.7 

( ) 23.7 

17.6 

1.0 

15.1 

Less interest 

2.4 

3.8 

4.3 

5.8 

5.1 

13.6 

5.3 

3.0 

12.9 

Profit before tax 

4.6 

11.8 

10.3 

15.7 

4.6 

(-) 37.3 

12.3 

(-) 2.0 

2.2 * 

Less provision for taxation 

2.1 

3.7 

5.0 

1.0 

3.0 


5.7 

— 

— 

Net profit 

2.5 

8.1 

5.3 

14.7 

1.6 

(-) 37.3 

6.6 

(-) 2.0 

2.2 

Less dhidends 

1.8 

2.8 

1.6 

3.3 

3.6 

— 

5.8 

1.4 

— 


0.7 

5.3 

3.7 

11.4 (■ 

—) 2.0 

(-> 37.3 

0.8 

(-) 3.4 

2.2 

Add capital profits 

— 

— 

— 

— 

0.1 

— 

-- 

0.2 

0.2 


0.7 

5.3 

3.7 

11.4 (- 

-)1.9 

<•-) 37.3 

0.8 

(-) 3.2 

2.4 

Less reserves capitalised 

- 


0 

-- 

— 

— 

-- 

— 

— 

Increase in retained earnings 

0.7 

5.3 

3.7 

11.4 (- 

-)19 

(-) 37.3 

0.8 

(~( 3.2 

2.4 


Note : Net sales has been taken as hundred and percentages calculated. While studying percentages of individual aluminium 
companies, gross sales has been taken as hundred. 

Source : Computed from data collected from Reserve Bank of India Bulletin, December 1974, pp. 2308-2315 and annual 
reports and accounts of aluminium-companies in India for the year 1973. ' 
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E. B. Brook 


Paris fiasco: 

A man-made disaster 


The Paris conference was a sorry spectacle, more so because of the 
reemergence of protectionism which everyone had foresworn a month 
earlier at the London conference . The author believes that a good deal of 
agresslveness is called for on the part of developing countries for 
seizing opportunities and dealing with the hard boiled industrialised 
countries at GATT , UNCTAD or the IMF, of course without imperilling 
talks on raw materials, access to western markets or securing debt aid 


Thu failure of the Paris conference on 
international economic cooperation is one 
of the biggest man-made disasters since 
European leaders decided in 1939 to enter 
on a war which almost destroyed their 
continent. They have learnt nothing from 
the loss and later universal bankruptcy of 
those days, react today to America’s vital 
and massive help at that time as a plot 
to undermine the multitude of sovereign¬ 
ties—several of them astringently dimi¬ 
nished since those days—and, mostly 
heavily in debt and several living on IMF 
loans, still presume to lord it as mightly 
as when they had money in the inter- 


of its scanty reserves, despite a £200 
million drawing from the IMF, largely 
because ‘hot money’ which flowed in when 
interest rates were high is now draining 
out of Britain as those rates fall. The 
so-called ‘developing* countries have at 
least this consolation, that those who are 
being beastly to them are being no less 
beastly to one another. 

The Paris meeting, the last round of the 
so-called North-South dialogue, was 
intended to take from those who have 
relatively ample resources in visible and 
invisible trade and hand a small measure 
of it to those who have far less. The out- 


need it and in setting up a method of 
ensuring a reasonable price for all basic 
industrial and food products. 

The conference was a sorry spectacle 
altogether in that, not only were the major 
trading nations outrageously selfish, but 
also in that there were divisions among 
the lesser trading nations, of which their 
opponents made the most. There were 
signs of a re-emergence of protectionism 
which everyone had foresworn at the 
London conference a month earlier, 
and of reluctance to open western markets 
to industrially developing countries’ manu¬ 
factures. The attitude will become the 
more disastrous as the rapidly growing 
number of industrially developing coun¬ 
tries increases and as those farthest along 
the road of industrialisation become more 
prolific in output and expert in marketing 
and in quickly seizing the main chance. 

diminishing prospects 


WINDOW 

ON 

THE WORLD 


national banks and colonial lands from 
which they extracted wealth. 

That those lands, now sovereign repub¬ 
lics, should want a fair deal in inter¬ 
national commerce is regarded as out¬ 
rageous if not positively insulting. But if 
a number of industrially developing 
countries owe money to the IMF and 
other lenders so also do a number of the 
western states who continue to thrive still 
on a begger my neighbour basis. One of 
the current victims of this amiable process 
is Britain which, as it celebrates its 
queen's jubilee with no little show of 
jingoism, has to sell nearly £ 150 million 


come of this excellent purpose was as 
raw an exhibition of acrimony and self- 
interest as has been seen for a long time. 
A further increase in the price of oil may 
well be one of the outcomes of this 
arrogant and selfish stupidity. 

Two of the major oil producers—Saudi 
Arabia and Venezuela (by no means ‘poor’ 
countries)—were prepared to discourage 
their colleagues in OPEC, most of whom 
want higher prices anyhow, from raising 
prices providing the west European 
countries and north America were prepared 
to act generously in providing a fund for 
financial aid to poorercouotries when they 


At the moment it is difficult even to 
hope that the hard-boiled industrialized 
states, who showed surprising rancour and 
narrowness, will be willing to try again. 
This is no moment to relax in liberal 
hopes. Nor is it, unfortunately, likely 
that the International Monetary Fund can 
be induced to relax its rule witholding 
support from any country which does not 
balance its external account. The prospect 
for even the so-called ‘soft loans* is 
diminished. The lime for reliance on 
loans, except in dire extremities, should 
be passing for most of the industrially 
developing world: a good deal more 
aggressiveness is called for both in seizing 
opportunities, even the slimmest, and in 
dealing with the bigger industrial states on 
their own terms. The industrially develop¬ 
ing states should make their resentment 
continuously obvious in trading and in 
competition for a very long time. There 
comes a time when the virtue of forgive¬ 
ness and tolerance become near-fatal 
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weaknesses. One area where more aggres¬ 
siveness has a chance of being effective is 
GATT, with UNCTAD as a very obvious 
second battle ground. It seems necessary 
to recognise the hard fact’that there will 
be no new world order for quite a while. 
Also, that nothing hurts the amour propre 
and, possibly, business of the major indus¬ 
trialised states as to have their unpopu¬ 
larity regularly brought home to them, 
not least in the loss of business opportuni¬ 
ties. 

All this is not to say that there may not 
be opportunity to rescue some near- 
achievements, especially the industrialised 
states’ willingness to aid agriculture. 
Certainly nothing should be done to 
imperil future talks with the UN on raw 
materials, in GATT for greater opportuni¬ 
ties of access to European and American 
markets or in the IMF and World Bank 
in providing funds for debt aid. The 
greatest hope for some return to coopera¬ 
tion is the problem which any further rise 
in the price of oil will create for all the 
industrial countries—unfortunately for the 
rising industrial states as well as for those 
established in the last century. 

The western industrialised slates know 
they have three major weaknesses. They fear 
unemployment as a source of social unrest, 
they fear inflation—up to 17 per cent in 


Britain—as a cause of falling living 
standards and they fear, both as borrowers 
and lenders, the effects of unmanageable 
debts building up. Dr Burns, head of the 
US central banking organisation, recently 
warned that private banks could no longer 
prudently finance other countries’ oil- 
related deficits indefinitely. These deficits 
are not confined to the debts of indus¬ 
trially developing countries. There have 
been indications in the USA and in Britain 
that institutions have become heavily 
involved in the more exposed types of 
foreign lending and that this is already a 
matter of considerable concern to central 
financial authorities. 

Hungry for business, many of the 
world’s major banking groups have res¬ 
ponded enthusiastically to growing 
demands for loans from other countries 
in recent years. The size of foreign debts 
to a number of banks in major financial 
capitals, especially Washington and 
London, has grown to more than half 
the total of debts owed to the banks. 
If the security of the borrowers’ assets 
came to be seriously questioned banks 
could fall into the dangerous position of 
being suspected by their depositors. The 
consequences for themselves and for the 
national and international financial systems 
of which they form part would be very 


serious indeed for the established industrial 
countries. 

Realisation of these triple dangers, and 
others, should and probably will, make 
for cooler reflections once the dust of the 
Paris meeting at the beginning of June has 
settled a little. The west knows that if 
pressure on the least favourably-placed 
countries is allowed to become too intense, 
the risk of the latter defaulting is consider¬ 
able. The risk of a general demand for 
a moratorium on all their external indeb¬ 
tedness by the least economically deve¬ 
loped countries is a bogey that hangs 
uncomfortably close over a number of 
American and west European heads. 
Recent growth of western banking has not 
been altogether healthy. Since 1970 the 
amount of money handled by the Euro¬ 
currency market—one of the main channels 
through which international lending 
passes—has increased from $50,000 million 
to $250,000 million. This is a financial 
situation in which, as lender, the fully 
industrialised slates, know they sit at the 
most risky end of the balance. When one 
has money advanced of such huge pro¬ 
portions it is to the lenders’ advantage to 
see that his debtors have at least the ability 
to repay, in commerce as well as in cash. 
This reflection should be a calmative to the 
roughnesses of Paris in June 1977. 
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An Eaatern^ Economitt feature 



New Office of RNAC 

This is a special feature issued oo the occasion of the 
formal opening of the new spacious air-conditioned office 
of Royal Nepal Airlines by Prince Himalaya Bir Bikram 
Shah at 44 Janpath, New Delhi on June 15,* 1977. The 
airline is increasing its flight frequencies to Delhi, Bangkok 
and Colombo from October next. It will be adding another 
Boeing to its fleet shortly. 

\ - > 


Nepal, by virtue of its geogra¬ 
phical setting and contrasting 
topographical characteristics, 
offers some of the most excit¬ 
ing natural attractions and 
scenic beauty of the landscape. 
It is just one hour's flight from 
the lowlands of the southern 
plains to the regions of lofty 
snow-clad mountains, which 
guard the northern borders of 
Nepal like sentinels. Nepal 
had opened the gates to foreign 
visitorsin 1950. Even in 1968, 
only India and the Far East 
were the main holiday destina¬ 
tions for visitors to this part 
of South Asia region. The 


connection of Bangkok with 
Kathmandu in 1968 by jet 
service of Thai International 
opened avenues for the flow of 
greater volume of international 
tourist traffic to Nepal. In the 
last decade, as a result of the 
introduction of jet service by 
RNAC, IAC and UBA, there 
has been substantial increase 
in tourist traffic to Nepal. 
A comparative study of the 
data shows that for a relatively 
newcomer in the field of inter¬ 
national tourism, Nepal has 
attained appreciable success 
in a very short time. From 
1966 onwards, there has been 


a gradual increase in the num¬ 
ber of tourists both by air and 
by land. However, air travel 
today constitutes more than 
80 per cent of the total tourist 
traffic to Nepal. From a figure 
of 52,930 in 1972, after the 
introduction of Boeing 727 by 
RNAC, the tourist arrival 
figure reached 105,108 in 1976, 
of which approximately 18 to 
20 per cent was regional traffic 
from India. 

This clearly indicates an up¬ 
ward trend in international 
tourist influx to Nepal. Consi¬ 
dering the existing infrastruc¬ 
tural facilities and their intake 
capacity, the volume is encou¬ 
raging. By 1980-81, the des¬ 
tination tourist traffic to Nepal 
is expected to reach the figure 
of 200,000. 


A major percentage of visi¬ 
tors from regional as well as 
international markets come 
for imbibing nature, sightsee¬ 
ing and pleasure tourism. Since 
1973 there has been a marked 
positive trend in the increase 
of tourist traffic for expedi¬ 
tion, trekking and moun¬ 
taineering, reaching a figure of 
over 12,000 in 1975, second 
only to sight-seeing and 
pleasure. Of the total number 
of visitors, about 15 per cent 
went for trekking. Trekking 
routes have also been expanded 
to new points in the Himalayan 
regions. HMG Tourism Minis¬ 
try is considering opening up 
of many more new trekking 
routes and hill resorts which 
had previously been untouched 
by tourism. As a follow-up 
to the logical expansion pro- 
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gramme of RNAC, a new route 
to Colombo in Sri Lanka, has 
been opened since March 16, 
1977 on once-a-week flight, 
thereby bringing oloser the Sea 
Beaches of Sri Lanka and the 
Snow Heights of Nepal. 

In order to cater for the in¬ 
creasing number of tourists 
from international gateways, 
RNAC will increase its fre¬ 
quency of operation to Delhi, 
Bangkok and Colombo, and 
there is a plan to airlink Hong¬ 
kong at a later date. 

Before 1954 the concept of 
modern tourism was virtually 
non-existent in Nepal and 
the administrative activities 
were limited only to certain 
control measures. It may be 
mentioned that a major por¬ 
tion of the tourism activities 
in Nepal in the past seemed to 
have been handled by private 
sector groups in the form of 
developing resort areas, essen¬ 
tial services and to a certain 
degree, promotion of travel. 
The significant role of the Na¬ 
tional Carrier in carrying out 
its professional publicity and 


■< 

nation to another/ New desti¬ 
nations are opened for various 
holiday trips, excursions either 
on individual basis or in the 
form of conducted group tours 
organized by travel agents. 
Nepal's tourist traffic trend is 
more on group travel basis of 
reasonable spending capacity. 
It is intended that our tourism 
economy functions on a mixed 
basis, i.e. the luxury class 
tourists, higher middle class 
as well as the budget category, 
so that the tourist spending 
should be able to permeate 
every layer of our national 
socio-economic nucleus. As a 
result of the impact of modern 
tourism and changing interna¬ 
tional trends in tourism market, 
the effect is no doubt felt by 
Nepal also. 

It is in keeping with this 
changing international tourism 
trend that HMG is seriously 
taking up the question of 
effective and professionalised 
development of tourism in 
Nepal through provision of 
better facilities of infrastruc¬ 
ture, creation of resort centres, 


welcome at the arrival point 
of destination are normally 
handled in a hospitable manner 
and other necessary facilities 
like transfer to hotels or sight¬ 
seeing tour facilities are 
arranged by Travel Trade 
bureaus. Use of licenced and 
better trained guides is also 
gaining importance. 

Master Plan 

With the passage of time and 
the various benefits of tourism 
being realized increasingly, it 
is expected that in the next 
five to ten years Nepal u; a 
potential tourist destination 
should succeed in finding a 
significant place on the tourist 
map of the world. In order 
to give a boost to the develop¬ 
ment of tourism in the country 
a tourism master plan was 
completed in 1972 with the 
help of the Federal Republic of 
Germany and techn'cal assis¬ 
tance programme of ABD. It 
is more or less on this basis 
that measures for the develop¬ 
ment of tourism are being 
carried out. 


of hotel beds is expected to 
cross 3,000. At least 15 of 
these luxury hotels arc located 
within the Kathmandu Valley. 
Apart from the Kathmandu 
Valley, there are international 
tourist standard hotels in 
Pokhara, Bhairawa, and the 
newly opening mountain resort 
hotels in Lukla, Jomosom, 
Phaplu etc, connected by 
regular services of RNAC. For 
those who desire to experience 
Wildlife Tourism, there arc a 
number of J<un ,le lodges 
operating in Chitwan National 
Park, the oldest and most 
sophisticated being the Tiger 
Tops Hotel, like the Everest 
View Hotel at Shyangboche 
for promoting Mountain 
Tourism. 

Tourist Facilities 

In the same area of the 
sprawling jungle wilds of 
Chitwan National Park, for 
budget group of visitors, 
economical Safari Lodges like 
the Elephant Camp Hotel of 
typical Nepalese style hutments 
are available, for wildlife and 


promotion activities has made renovation of arts and archi- 
considerable impact lately in tectural masterpieces, evolving 
better exposure of Nepal as an of efficient manpower for 
ideal tourist destination. manning various functions and 

In tourism it involves move- services related with the 
ment of people from one desti- industry. The reception and 




Internal air services of RNAC new airlink more than 24 stations within 
Nepal covering practically every part of the country, and many natural 
tourist spots are now within your easy reach. 


For developing picturesque 
Pokhara Valley as a second 
destination besides Kathmandu, 
a special study of the area 
was completed by PATA Board 
of Authorities in 1975, inco¬ 
ordination with HMG Depart¬ 
ment of Tourism. For pro¬ 
duction of trained manpower 
in various spheres of tourist 
services, a Hotel Manage¬ 
ment and Tourism Traini g 
Institute is functioning in 
Kathmandu, under UNDP Aid 
Programme in collaboration 
with Department of Tourism. 

As far as accommoda¬ 
tion facilities are concerned 
there are more than 20 
luxury hotels operating in 
Nepal, besides a number of 
middle level lodges. By the end 
of 1977, with the completion 
of extension programmes of 
some of the hotels, the number 

* r 


jungle tours on elephant backs 
in the dense forests of Sauraha, 
teeming with wild animals and 
multi-varieties of birds. Accom¬ 
modation facilities for moun¬ 
tain trekkers are being made 
available in the form of 
cottages and simple lodges 
along the foothills of the 
Himalayan zone, covering the 
main trekking routes leading 
to the heart of the Annapurna 
range and the Solokhumbu, as 
well as other new areas. 

The 5-star luxury hotel— 
Soaltee Oberoi—has a massive 
extension programme expected 
to be completed within a year 
or two; Among the 4-star hotels 
undertaking extension works 
are Annapurna and Shankar, 
whilst Everest International, 
Yak and Yeti, etc., sue nearing 
completion. 

A major portion of travel to 
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Nepal of course is by air. 
RNAC provides direct connec¬ 
tion to Kathmandu from Delhi 
six flights a week, from Calcutta 
two flights a week, from Patna 
daily and from Bangkok three 
flights a week. From Colombo 
there is at present once a week 
flight but the frequency will be 
increased to twice a week effec¬ 
tive October. Other operators 
are Indian Airlines from 
Patna, Calcutta and Delhi, 
Bangladesh Biman from Dacca, 
UBA from Rangoon and Thai 
from Bangkok. 

Currently RNAC has a 
share of more than 45 per 
cent of the total tourist 
traffic to Nepal from the 
above mentioned gateways. 
Within the country, besides 
the surface transport connecting 
important places like Pokhara, 
Bhairawa, Janakpur, Birat- 
nagar, Simra etc., RNAC 
operates extensive internal 


services covering practically 
every part of Nepal. 

Air service has proved to be 
the most convenient means of 
travel for those wanting to 
visit different areas of tourist 
interest lying within the terri¬ 
tory of Nepal. Most of the 
tourist spots are situated with¬ 
in easy airhops from Kath¬ 
mandu at the foot of the 
smiling Himalayas that unfurls 
its vast panorama to the awe 
and excitement of the visiting 
tourists, giving that sensational 
and unforgettable experience 
of being in the very lap of 
unspoilt nature. 

HMG Ministry of Tourism 
is paying serious attention to 
the provision of better facili¬ 
ties, whilst the airport moder¬ 
nisation programme is also 
underway. The growth of 
international tourism is show¬ 
ing a positive trend. Hence 


the problems of providing 
better recreational and infra¬ 
structural facilities are being 
given due attention. The ftiture 
development plan embraces 
within its fold opening of 
more countryside resorts with 
appropriate facilities, to pro¬ 
vide wider avenues for divert¬ 
ing visitors away from the 
congestion of Kathmandu, and 
thus help to increase the 
length of stay of the tourists. 
Measures are also being taken 
to provide better variety of 
tourist products to enable 
them to spend more during 
their stay in Nepal. Due atten¬ 
tion is being paid to cvqIvc 
best effective solutions for 
result-oriented marketing, pro¬ 
motion training and develop¬ 
ment of professional capabili¬ 
ties for manning the tourism 
industry as a whole. 

In order to develop and 


promote tourism, while at tbe 
same time protecting natural 
environment and preserving 
our cultural values, several 
schemes are expected to be 
evolved by HMG Ministry of 
Tourism, in line with the over¬ 
all national development 
objectives; Within a year or 
two, the ministry expects to 
open tourist information offices 
in potential destinations of the 
world, regional as well as in 
the international frontiers, for 
providing ready information 
to the prospective visitors. 

(n view of the attention that 
is expected to be paid at the 
governmental level by HMG 
for developing tourism as a 
vital segment of our national 
economy in the next few years, 
Nepal is hopeful of preparing 
itself adequately for playing its 
significant role in the sphere of 
promoting intra-regional as 
well as international tourism. 


| While in Kathmandu, Pokhara | 

I STAY AT THE FOLLOWING HOTELS * 

HOTEL CRYSTAL, KATHMANDU 

\ THE ALL YEAR ROUND HOTEL 

| FOR 

| CARE, COMFORT & CUISINE 

k All rooms are individually air-conditioned, having private bath with running hot and cold water, 

§ elegantly-furnished wall-to-wall carpet, telephone, piped in music, Dining Hall, Restaurant & Bar, 

j| Elevator, View Tower, Roof Garden on 5th Floor. 

I Gram : NEW HOTEL Phone: 35, §6 

s NSW HOTEL CRYSTAL 

| NAGDHUNGA, POKHARA 

I The hotel is exquisitely located in the heart of the Pokhara Valley, within easy distance of the 

| most important places in the locality. 

1 Gram : SIDDHARTHA Phone : 15761 


KATHMANDU 

Centrally located, the hotel has individual air-conditioner, wall-to-wall carpet, private bath with 
running hot and cold water, shower, telephone, piped-in music, roof garden (natural grass- 

carpeted), Restaurant & Bar. 

Write to-day for further information and free documentation 

HOTEL CRYSTAL 
Kathmandu, Nepal 

Gram : CRYSTAL Phone : 12630, 13397, 13611, 13636 
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Doing business in Iran : 

• Faramarz Attar with profit and pleasure 


An Iranian educated in the US (CPA New York , MBA Harvard ), Mr Attar 
recommends a proper approach and management attitude for the medium 
and large sized multinationals towards the Iranian market Based on 
his extensive experience as the managing partner of an international 
firm of accountants , consultants and tax advisors operating in Iran , he 
expresses the view that most western managers , in trying to do business 
the n local way n , misjudge the true local ways and do not consider the 
changing nature of local standards resulting from Iran's developing eco¬ 
nomy. Local government and top local management are aware of this 
attitude and critical of it. However , despite difficult local conditions t 
western managers have the ability and are expected to be instrumental 
in the establishment of the free enterprise management system in Iran. 
Saying what Iran needs is their business judgement , he appeals to foreign 
firms not to sell this short. 


Businessmen from the world over have 
been coming to Tehran, the modern capi¬ 
tal of Iran, in pursuit of their dreams. 
Some come to chase up a contract with 
one of the government agencies; some come 
to set up an outlet to sell products; some 
come to establish a branch to provide 
services; and some arc simply interested 
to find out more about this booming 
economy and see what is in it for them. 
Despite what the foreign newspapers have 
written recently on the slow-down in 
Iran’s economic growth and certain disil- 
lusionments which may have been part of 
the experience of the past four years, air¬ 
line and hotel bookings alone indicate 
that there are attractions in Iran which 
continue to lure businessmen from all 
over the world. 

In reviewing the reasons for the attrac¬ 
tions one observes that Iran has the lar¬ 
gest economy of all OPEC countries. In 
terms of GNP it is the largest of the oil 
producers, being significantly ahead of the 
next in line, Venezuela, and having three 
to four times the GNP of Saudi Arabia, 
the largest crude oil exporter in the world. 
Because of its size, population of 35 mil¬ 
lion, strategic location, and a leadership 
firmly committed to rapid industrialisa¬ 
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tion, Iran has more potential than any 
other nation in the middle east to use its 
vast oil resources (about 20 per cent of 
OPEC exports) to become a modern indus¬ 
trial nation. In addition, Iran enjoys an 
existing infrastructure which lends itself 
to a more advanced stage of deve¬ 
lopment activity and with an emerging 
relatively affluent middle class, Iran 
remains the largest single consumer mar¬ 
ket in the middle east. 

The proven oil resources of Iran will 
continue to finance its development plan 
for the next 20 or more years. Its gas re¬ 
sources, unofficially estimated at some eight 
trillion cubic meters, (larger than those 
of the US and second only to the reserves 
of the Soviet Union) as well as other 
substantial mineral deposits including 
copper, coal, lead, iron, zinc and sulphur 
could provide substantial additional sour¬ 
ces of revenue well beyond the year 
2000. 

The government however is singularly 
committed to rapid modernisation with 
the belief that an integrated industrial 
structure, with internationally competitive 
export strength, is a realistic goal before 
the year 2000. Therefore the country’s 
investment plans as indicated by the fifth 
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development plan (1973-78) concentrate 
heavily on industrial build up, and the 
necessary supporting transport and com¬ 
munication facilities. Seventy per cent of 
the total public and private investments of 
$70 billion is designated for development 
of the economy, specially in manufactur¬ 
ing, mining, transport and communica¬ 
tions. Agriculture, social affairs and hous¬ 
ing constitute the more important por¬ 
tions of the remaining projected public 
and private spending. 

The above facts relate to Iran's strength 
which attract the foreign businessmen to 
Iran. Once there, the expatriate manager 
has to deal and cope with many obstacles 
towards which he may feel disadvantaged 
and ill equipped. 

With about half of the population still 
illiterate the country suffers from a shor¬ 
tage of trained manpower. Even amongst 
educated, a true understanding of modern 
industrial and business approach" and 
attitude towards ones’ duties and respon¬ 
sibilities is lacking. 

rampant inflation 

A high rampant inflation rate which is 
often hard to measure and almost impos¬ 
sible to predict with any certainty could 
contribute to substantial losses for con¬ 
tractors with fixed cost turn-key projects. 
Shortages of raw materials and power for 
industrial productions, places an additio¬ 
nal limitation on developing industries. 

Serious inadequacies in port capacity, 
roads, and rail facilities as well as strain 
within the communication infrastructure 
have, in the past, resulted in long shipping 
delays and bottlenecks and complete 
failure of local and foreign investors to 
meet their deadlines. 

Uncertainty is one of the major factors 
contributing to the frustration and anxiety 
that sometimes besets businessmen, parti¬ 
cularly the foreign investor in Iran. Chan- 
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ges in import and export regulations and 
fluctuations in oil demand and local 
agricultural production levels lead to 
unpredictable prospects. 

The tax laws are subject to a varying 
range of interpretations which render tax 
planning a difficult, if not impossible 
task. 

Government is sometimes known to 
resort to heavy-handed measures, imple¬ 
mented by a traditional bureaucratic 
system, to reach its goals and objectives 
which may not always be in the same 
direction as the goals of the business sec¬ 
tor. In recent years quitp a few of the 
government's sincere efforts to serve the 
nation have had the adverse effect of 
creating uncertainty in the minds of domes¬ 
tic and foreign businessmen. Examples 
of such efforts which may in affect have 
hampered the private sector are: 

1. Price control measures to curb in¬ 
flation and antiprofiteering. 

2. Attempts to widen the range of 
industrial ownership through distribution 
of 49 per cent of industrial companies’ 
shares to workers, farmers, and the 
public. 

3. Encouragement of local participation 
in industrialisation by limiting the foreign 
holding in Iranian industrial operations 
to between 10 per cent and 35 per cent. 

4. Control of corruption through intro¬ 
duction of severe punishments and public 
disgracemcnt of the wrongdoers. 

hurdles in the way 

The foreign businessmen already in¬ 
volved in Iran is quite familiar with these 
and other obstacles of the business envi¬ 
ronment. His typical reaction to resulting 
complex and difficult problems is one of 
over simplification. He is caught in the 
problem. He has no vision or measure of 
its effects on what future may bring to 
eliminate the problem. He does not try 
to go deep, or try to understand the roots 
of the issues involved. All he wants is 
someone or some quick means to the 
solution; he will resist finding that solu¬ 
tion himself. He accepts the traditional 
conditions as given and looks for a quick 
effective local measure. By doing so he 


unknowingly support and encourages the 
problem and the traditional structure 
which is the source of it. On the other 
hand not being familiar enough with the 
true traditional system, he makes many 
mistakes, such as spending more resources 
than necessary to solve an issue, not get¬ 
ting the deserved results due to his inabi¬ 
lity to define the true problem or the 
solution offered, delaying the processes to 
beyond the normal time needed to resolve 
it, and finally getting caught and reprimand¬ 
ed by the officials or higher level local 
business colleagues as “short sighted 
foreigners in search of quick profits”. 

lack of communication 

Throughout these misadventures the 
local representative has very little commu¬ 
nication with his superiors back home. It 
is quite common that the bosses in the 
home office do not have a true under¬ 
standing of the local conditions and the 
commitment necessary to resolve the 
problems. Instead they keep pushing for 
results and answers which are really short¬ 
sighted in nature and at times quite irrele¬ 
vant to the issues at hand. 

Indeed, due to the lack of understanding 
of the local problems, lack of involvement 
and commitment at appropriate levels, 
and without appropriate resources to deal 
with them, the visiting foreigners have 
created a great deal of frustration for 
themselves and have evoked some wrath 
from the government as well as the top 
management of local businesses. This dis¬ 
appointment could be sensed in various 
open expressions of the officials and local 
managers towards the western businessmen 
and the number of western companies fail¬ 
ing to get the nominations they expect or 
experiencing unusual difficulties in their 
attempts to implement their objectives in 
Iran. 

Obviously many of the foreign com¬ 
panies decide to withdraw from Iran in 
mid-stream, Claiming that the risks under 
the present circumstances are beyond the 
ordinary business risks they are willing to 
take. By doing so they write off their 
sizable investments and in fact lose the 
existing and future opportunities to those 
companies who are willing to approach 


this market with more care and commit* 
ment. 

After having reflected on the realities of 
the local scene, I would suggest that 
foreign businessmen should try to answer 
the following questions prior to setting out 
their plans regarding the degree and nature 
of their involvement in Iran: 

(a) What are the present conditions in 
Iran—what are the local facts and reali 
ties? 

(b) Where are Iran’s commitment in 
terms of the economic development, and 
how realistic are these? 

(c) What is the planned speed to reach 
the development goals, and how realistic 
is this? 

(d) Is the social and cultural change 
from a traditional two class system to a 
modern free enterprise system happening, 
and will the middle class values and condi¬ 
tions prevail fcoon enough? 

(e) Could they and their organisation 
play a role in contributing to this change, 
through their products and services as well 
as their modern managerial attitude and 
the open approach to resolving problems? 

My personal response, based on my 
practical experience in Iran and close 
association with the western organisations 
and managers is quite positive to all of 
the above. 

bright future 

While our time limitation will not allow 
me to elaborate on the first question on 
facts and figures on Iran. I would like to 
take this opportunity to discuss my feelings 
regarding the future of the country, the 
factors contributing to the speed we move 
towards the fblure and your potential role 
in this process: 

—Iran has the will and the commitment 
as well as the necessary resources fo deve¬ 
lop into a modern industrial nation. The 
leadership of the country is sensitive to the 
local problems and committed to resolving 
them in due time. In its development plans 
it is willing to correct itself along the way, 
as it gains experience and develops know¬ 
how. 

—Iran recognises that it has a long way 
to go and is aware of the implications of 
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its development plans. The government is 
now interested in a “cruising speed” rate 
of growth and anxious to determine sound 
priorities and a viable development strategy 
in the face of numerous and shifting vari¬ 
ables. 

—Iran would like to do the above with 
the help of the western industrialised 
nations. It is interested in the goods, 
know-how and experience of the west as 
well as the free enterprise system and a 
social structure which will further these 
goals rather than hinder it. It is willing 
to pay for these goods and services but 
has a high degree of expectency in terms 
of the commitment which comes along 
with these goods and services. In other 
words Iran would like to see business¬ 
men who are willing to invest in the long- 
range future of Iran, train their Iranian 
counterparts, think of assembling or 
eventually manufacturing their products 
locally, and finally aim at becoming indus¬ 
trial trade partners to maximise the advan¬ 
tages inherent in international trade and 
exchange. 

I am uot suggesting here that foreign 
businessmen should forget the number 
one principle of business—i.e. profit 
motive. What 1 am proposing instead is 
that a better understanding of the Iranian 
scene, its future, and the speed by which 
it is changing will contribute to the Jong 
range profitability of their own com¬ 
panies. 

helpful suggestions 

It takes a little more than a magazine 
article, a speech or even a visit to Tehran, 
to measure the appropriate commitment 
their company should make in this 
country. However, in closing, I leave 
with them a few suggestions which in my 
experience would be helpful to them in 
approaching this new market: 

I. At the initial stage recognize that 
Iran, like any other potential market or 
project deserves a preliminary study prior 
to deciding the course of action to be 
taken. Allocate a budget, assign an ex¬ 
perienced person with proper international 
background, and set a time objective to 
devdop an analysis of all the local facts 
figures concerning your areas of interest. 

In accumulating and assessing the neccs- 
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sary information and facts rely on your 
own business judgment and common- 
sense. Do not allow “local ways” to 
influence this judgment. Behind every 
event or bit of information which might 
look strange or senseless there is a pre¬ 
vailing cause and an explanation which is 
worth looking for. * 

II. If you decide to become involved, 
select the slower of the alternative pro¬ 
cesses. For example, instead of jumping 
into a joint venture for manufacturing, 
first gain some valuable local experience 
by selling your products independently or 
through an agent. This should lead to 
establishing a service organization for your 
products, then to an assembly plant and 
finally, when ready for it, to a joint venture 
manufacturing operation. Local contacts 
may seem to be in hurry, but by following 
a slow but sure course of action success 
could be more assured. 

local assistance 

At this stage you will need to acquire 
qualified local assistance advisors, 
employees, partners, etc. These relations 
are extremely important, and in the small 
closed business circles of Iran, could 
establish or ruin your reputation. Again 
do not jump into a heavy commitment 
before you have actually worked with the 
nice guy you just met in the hotel lobby 
who seems to have the proper education 
and experience and above all the proper 
contacts in Iran. 

III. In my experience many foreign 
companies do a good job up to this stage. 
They send in their top level executives to 
research the market, establish a meaning¬ 
ful plan and set of good relationships, and 
make substantial financial commitments to 
this new market. However, as soon as 
the plans get rolling, the top executive is 
replaced with a young inexperienced junior 
manager and all the facts and figures arc 
simply filed back home. The task of 
Iranian operations is assigned to various 
middle management personnel involved in 
different functional areas, or to an area 
director designed to account for the 
success and failure* of the local representa¬ 
tive. Unless a crisis arises, the top execu¬ 
tives initially involved and their valuable 
files of facts and information are not con¬ 
sulted. And by the time the flattie of 
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crisis has caught up with the top level, it 
is too late to do anything meaningful; 
everyone runs for shelter, the cover up 
stage begins and normally Iran and 
Iranians end up being the scape goat for 
all th: company’s failures. 

general recommendations 

The obvious recommendations therefore, 
at the involvement stage is to: 

(a) Send one who is fully qualified to 
represent you in a challenging environment. 

(b) Trust him, and rely on the informa¬ 
tion he will send you. 

(c) Make sure you have a good line of 
communication with him. Back him by 
regular visits and routine two way com¬ 
munications. * 

(d) With his help develop a long range, 
stage by stage plan with flexibility to 
change as new information and facts 
become available. 

(e) Keep in touch with your key 
advisors in Iran. Visit them regularly, 
and have them visit the other key company 
officials whose decisions may effect the 
future of your involvement in Iran. 

(f) Do not be flexible with ethical 
standards. Try to obtain a definite under¬ 
standing and feel for local economic and 
ethical values. 

(g) Consider the role of this new 
market within the overall corporate goals 
and aspirations. In other words, recognize 
the potentials of Iran, other than its 
current contributions to bottom line. 

(h) In case of conglomerates and diver¬ 
sified multinationals, centralise involve¬ 
ment in Iran in one office rather than 
separate involvements of different 
divisions. 

(i) Back home, centralise the informa¬ 
tion and the decision making related to 
Iran, in or around one office. Recognise 
the value of the experience and informa¬ 
tion you have gathered in this new field, 
and make it available to all future commit¬ 
ments in Iran. 

(j) In fact follow modern management 
rules as you would do back home. And 
above all do not forget, what both your 
company and Iran needs is your business 
judgment Do not sell this short . 
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'Vini, Vidi, Vici'* Mr Morarji 

Desai is unlikely to go down in history 
as another Julius Caesar. All the same 
his visit to London for the commonwealth 
summit has apparently been a minor 
triumph. The British press has generally 
been good to him and most of it seems to 
have taken kindly to his home-spun wit 
and wisdom. This at least gives the lie 
to the emergency propaganda in this 
country, so sedulously fed and fostered 
by Mrs Gandhi and her minions, that the 
foreign mass media have a down on India 
and anything or everything Indian. 
Mr Desai’s speech at the opening session 
of the conference no doubt had a padding 
of sentiment. This, some of us might 
think, was rather incongruous in the harsh 
context of current international relations 
and attitudes among nations. But many 
more among us may hesitate to fault him 
on this because the commonwealth, after 
all, is and must be, for better or worse, 
an act of faith. 

While the commonwealth summit 
provided Mr Desai with a reason for 
making a major journey abroad, before the 
government of which he is prime minister 
has had time to settle down, even with¬ 
out such an occasion arising it would 
have been useful for Mr Desai to make 
an early trip to a leading foreign capital 
where he would be exposed to the search¬ 
light of international attention. The cir¬ 
cumstances under which the Janata 
government came to power have naturally 
invested it with a certain claim to the 
goodwill of the governments and peoples 
of democratic countries. This goodwill 
however has to be turned into solid assets 
of understanding and cooperation. This 
may involve the leaders of the Janata 
government getting acquainted and 
communicating with governments and 
public opinion in foreign capitals. So far 
the prime minister, the minister for Exter¬ 


nal Affairs, the minister for Finance, the 
minister for Law and Company Affairs, 
the minister for Labour and, of course, 
the minister for Communications have 
made their appearances abroad. While 
the necessity or utility of some of these 
visits have been questioned, there could be 
broad agreement on the proposition that 
the country may have gained on the whole 
through representative leaders of the 
Janata government going through with 
those political sales trips to foreign 
countries. Public opinion, however, is 
bound to be critical of too many ministers 
going too often abroad whether to attend 
conferences or for other purposes. Broadly 
speaking, ministers of a new government 
could more usefully spend their time 
tending home fires rather than stoking 
up furnaces in foreign parts. 

In the month of the cent- 

ral budget, the Finance minister spoke to 
the officers of the income-tax administra¬ 
tion in a language which must be music 
to the ears of the honest (or reasonably 
honest) assessees. Mr Patel, addressing 
an audience of income-tax commis¬ 
sioners on June 3, said, “Where you 
know that the taxpayer’s record is clear it 
ought obviously be your duty to give him 
a benefit of the doubt.’* He pointed out 
that tax laws were complicated and “their 
full comprehension is beyond the ability 
of most men”. (Wiser words were never 
spoken, Gunga Din). 

The Finance minister was against 
income-tax officers mechanically invoking 
penal provisions in cases of technical 
infringement, for if this is done, then, 
“we are not doing our duty, since we 
must at all times sec that the honest tax¬ 
payer is never troubled or harassed”. 
Affirming that taxpayers should be shown 
a reasonable consideration and fairness, 
Mr Patel cautioned the income-tax admi¬ 
nistration against unrealistic assessment 
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based on mere suspicion or half-baked 
evidence or making addition to the income 
returns on flimsy grounds which failed 
in appeal. Finally, after pointing out 
that it was not enough to go down heavily 
on tax evaders and that wide publicity 
should be given to the punishment meted 
out so that other would-be offenders 
knew the serious risks they were running, 
the Finance minister made it clear at the 
same time that he saw no virtue in the 
tax administration resorting too readily to 
its “drastic powers of search and seizure.” 
His advice to the officers was that these 
powers should be used only “after 
satisfying yourself that the information 
and the evidence on which you propose 
to act is of a reliable nature.” Inciden¬ 
tally, without saying so in so many words, 
Mr Patel has implied that there should not 
be scope in the future lor the tax adminis¬ 
tration indulging in the harassment of 
assessees as a result of politically motivi- 
tated. instructions from above or for 
purposes not relevant to the proper 
administration of tax laws. Mr Patel’s 
refreshing approach has prompty rendered 
obsolete the horror slogans concocted 
during the emergency promising hell of 
various descriptions to those who were 
unfortunate enough to be in possession 
of taxable income or wealth. 


In the issue of May 27. 

I retailed a tale about how the rural banks 
project happened to become part of 
Mrs Gandhi’s 20-point programme. The 
Statesman, in “Economic Notebook”, by 
Mr N.S. Jagannathan, one of its assistant 
editors, retold the story on June 9. Where¬ 
as I ventured to mention the name of the 
official said to be concerned, Mr Jagan¬ 
nathan, with becoming circumspection, 
has merely referred to a “senior official” 
presenting to the then Finance minister 
“a rather sketchy notion” for rural banks. 
There is, 1 believe, virtue in identifying 
individuals whenever one is commenting 
on them or on situations relating to 
them. This way unnecessary specula¬ 
tion about identities is avoided, while any 
particular person affected gets a chance 
to have his say, if he wishes to. All is 
fair in love and war; 
but journalism must 
properly be less pet- 
missive. 
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Allocation of Work in 
Planning Commission 

The allocation of work among 
the deputy chairman and three 
members of the Planning Com¬ 
mission has been decided. The 
deputy chairman, Dr D.T. 
Lakdawala will look after plan 
coordination; general adminis¬ 
tration; financial resoucres; 
economiq policy; international 
trade and development and 
Indo-Japan committee. 

In addition he would also 
look after programme adminis¬ 
tration; education; social plan¬ 
ning; health and family 
welfare, including nutrition 
and housing; urban develop¬ 
ment and water supply. Dr 
Lakdawala will also look after 
plan; information and public 
cooperation. 

Prof Raj Krishna, member, 
Planning Commission, will look 
after information system; sta¬ 
tistics and survey; perspective 
planning division; computer 
centre and data bank. He will 


village industries; plan imple¬ 
mentation; multilevel planning 
and hill and tribal areas 
development. 

Bill to Replace CDS 
Ordinance 

The amount that will become 
payable on July 6, 1977 as 
second annual instalment— 
unless the Compulsory Deposit 
Scheme (CDS) of half of addi¬ 
tional dearness allowance is 
scrapped is Rs 326 crores, 
according to a bill which the 
Finance minister, Mr H.M. 
Patel, introduced in the Lok 
Sabha on June 11. The bill 
seeks to replace the ordinance 
that was promulgated last 
month to discontinue the CDS. 

Of the amount, Rs 220 crores 
is towards principal and Rs 106 
crores by way of, accrued in¬ 
terest. A major portion of this 
amount will now be credited to 
the provident fund accounts of 
the employees and the rest will 
be paid in cash to employees 
who do not subscribe to any 
such scheme. 


the ordinance that provided for 
the discontinuance of the Com¬ 
pulsory Deposit Scheme with 
effect from May 6 last. 

Anatomy of Rocession 

The most important cause 
for the demand recession was 
the government’s drastic anti- 
inflationary policies such as 
credit squeeze, fiscal measures 
to impound part of the income 
of the people and pruning 
public expenditure. In 1975-76, 
the market for steel, cement, 
electric fans and some other 
items was adversely affected 
due to inadequate public sector 
investment. These findings are 
contained in a recent study 
made by the Economic & 
Scientific Research Foundation. 

The study postulates that the 
economy in 1976 inherited 
sufficient capability to attain 
and sustain high growth rates 
due mainly to (i) higher rate 
of saving and investment, (ii) 
comfortable buffer stocks of 
foodgrains and (iii) unpre¬ 
cedented level of foreign 
exchange reserves. The perfor¬ 
mance in respect of foodgrains 
was particularly noteworthy. 

Multiplier Effect 

The trend in market arrivals 
in 1975-76 reflected a relatively 
easy food situation which 


chnuld insulate the economv technological 


^the author, Mrs Manashi Roy, 
stales that recession in industry 
was not uniform but sectoral 
in nature. In this connection 
detailed analysis has been made 
of five industries i.e. fertiliser, 
cement, cotton textiles, fans 
and automobiles, and of broad 
industrial groups such as inter¬ 
mediate industries, basic, 
consumer goods, consumer 
durable goods and capital 
goods. 

Defining recession as a 
state of the economy which 
experiences moderate down¬ 
turns in production and 
employment, the study states 
that fall in output, however, 
does not necessarily constitute 
recession. It may occur due to 
supply constraints or when 
inadequacy of demand causes 
a decline in output in a signi¬ 
ficant segment of the economy. 

Technology Clearance 
Unit 

The Planning Commission is 
setting up a technology cleara¬ 
nce unit which will choose and 
recommend appropriate techno¬ 
logies for every industrial sector 
on the basis of objective econo¬ 
mic criteria. Economics of 
each technology will be studied 
and sufficient encouragement 
provided to the recommended 


also be in charge ofemploy- 
\ ment and labour; manpower 
planning and technology clear¬ 
ance unit. 

Mr V. O. Rajadhyaksha, 
member. Planning Commission 
will look after monitoring; 

^ project appraisal; industries 
and minerals including small 
scale industries, power and 
energy; transport and communi¬ 
cation and research and deve¬ 
lopment. 

Mr B. Sivaraman, member. 
Planning Commission will look 
, after agriculture; irrigation and 
f rural development group; 


The financial memorandum 
to the bill says that reduction 
of the compulsory deposit 
scheme by two months from 
the overall period of three years 
had meant a lessening of the 
quantum of total deposits by 
approximately Rs 84 crores. 
Since deposits under the CDS 
Act carried a rate of interest of 
2.5 per cent over and above the 
maximum bank deposit rate the 
total interest liability of the 
government would consequen¬ 
tly be reduced approximately 
by Rs 31 crores. 

The bill proposes to replace 


against any major aberrations 
in prices. A sizeable increase 
in agricultural income would 
mean that rural demand for 
some of the producer and 
consumer goods would pick 
up. The high level of foreign 
exchange reserves should 
improve the ability of the 
public sector to increase invest¬ 
ment. Since public sector 
investment sets the tone for 
the economy, large public 
investment would have a 
multiplier effect and help 
faster growth. 

In the course of the study 


was stated by Prof Raj 
Krishna, member, Planning 
Commission, at an interview 
with AIR recently. The Planning 
Commission is starting work on 
the sixth Plan. This will be 
designed for very high employ¬ 
ment generation and will aim 
at the provision of basic mini¬ 
mum needs of the bottom 40 
per cent of population, mainly 
through public distribution 
system. 

Indicating the priorities of 
their work in the immediate 
future, Dr Raj Krishna said 
that the focus will be on the 
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strengthening of the machinery 
of planning and project for¬ 
mulation for high employment 
at block level in the rural areas. 
Voluntary, academic as well as 
official, organisations will he 
asked to participate on a large 
scale in this task. Definite 
proposals will be evolved very 
soon. Planning Commission 
has begun to explore, in detail, 
the possibilities and the eco¬ 
nomic implications of extend¬ 
ing, in suitable phases, a work- 
guarantee scheme to different 
regions of the country. The 
Employment Division of the 
Commission will carry out 
region by region surveys to 
study the economic implica¬ 
tions. 

Committee on Banks 

The Reserve Bank has set up 
a committee under the chair¬ 
manship of Mr James S. Raj to 
study all aspects of the function¬ 
ing of public sector banks and 
in the light of such findings, 
make recommendations on the 
same. The other members of 
the committee are: Mr V.C. 
Patel, Mr T.D. Kansara and 
Mr B.K. Dutt. Miss N.K. 
Ambegaokar (Reserve Bank of 
India) will act as secretary to 
the committee. The terms of 
reference of the committee are 
as follows: 

To assess the impact of 
branch expansion that has taken 
place since 1969 and to examine 
whether any change in the 
tempo and direction of such 
expansion is called for; To 
enquire into the present pattern 
of branch expansion of public 
sector banks and to suggest the 
future course of action keeping 
in view the need for rural deve¬ 
lopment and removal of re¬ 
gional imbalances; To evaluate 
the performance of public 
sector banks in the matter of 
lending to the priority sectors 
and weaker sections of the 
society and to suggest ways for 
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the orderly and balanced growth 
of such advances; To advise on 
improving the efficiency of 
. banks with a view to rendering 
better and speedy service to the 
public; To examine the opera¬ 
tion of vigilance work in the 
banks and to make recom¬ 
mendations to bring about im¬ 
provements; and To make any 
other recommendation germane 
to the subject of enquiry. 

FICCI Delegation 
to Seoul 

Mr B.P. Poddar, president, 
Federarion of Indian Chambers 
of Commerce & Industry, lead 
a seven-member delegation to 
Seoul, to participate in the 
council meeting of the Con¬ 
federation of Asian Chambers 
of Commerce & Industry 
(CACCi) and the first meeting 
of the lndia-Korea Joint Busi¬ 
ness Council from June 13 
to 16, 1977. The lndia-Korea 
Joint Business Council had, on 
its agenda, questions relating to 
expansion of Indo-Korca trade, 
industrial project cooperation 
in the two countries as well as 
in the third countries. The 
possibilities of bilateral and 
trilateral approaches to deve¬ 
lopment in the region were ex¬ 
plored. Mr D.C. Kothari is 
the first Indian president of 
CACCI which is an autono¬ 
mous regional organisation of 
national chambers of commerce 
in the region, constituted in 
1966. Since November 1976, 
the secretariat of CACCI has 
been functioning from New 
Delhi, headed by Mr P. 
Chentsal Rao, secretary-general 
of FICCI. 

The CACCI council consi¬ 
dered the state of economies in 
different member-countries and 
also took a perspective view of 
the economic profile of Asia 
and the Pacific region. The 
council also plans, in detail, the 
put^pation of an Asian Busi¬ 
ness Directory-the first of its 


kind to be brought but. This 
directory will not just be a 
year-book but will cover topics 
of interest to business and go¬ 
vernments both in and outside 
the region. 

Mr D. C. Kothari and 
Mr P. Chentsal Rao had 
discussions in Tokyo with 
the Japan Chamber of Com¬ 
merce and Industry, en route 
to Seoul. The other members 
of the delegation were Messrs 
Arvind Narottam Lalbhai 
(Ahmedabad), Milan Sen 
(Calcutta), Kan D. Mariwalla 
(chairman and managing 
director, NIDC), and Waris 
R. Kidwai (secretary, SCOPE) 
—the last two being the repre¬ 
sentatives of the public sector. 

Guidelines for Bonus 
Issues 

One of the guidelines pres¬ 
cribed in the examination of 
bonus issue proposals from 
companies is that the bonus 
issue is permitted to be made 
out of free reserves built out 
of genuine profits or share 
premium collected in cash 
only. It is observed from the 
statements of accounts of some 
companies that when there is a 
change in the method of 
depreciation, e.g. from the 
reducing balance method to 
the straight line method, they 
do not disclose the deferred 
taxation liability. Further, the 
provision for depreciation made 
by the companies is not in 
consonance with the claims 
submitted by them before the 
income-tax authorities. As a 
result, in such cases, the free 
reserves shown in the balance 
sheets do not reflect the true 
position. It has, therefore, been 
decided that in future com¬ 
panies submitting proposals 
for capitalisation and issue of 
bonus shares should adhere to 
the following guidelines also: 
(i) A certificate should be 
furnished from the auditors of 


the company that adequate 1 
provision for depreciation has < 
been provided in the accounts ( 
of the company as allowable 1 
under the Income-Tax Act. 1 
(ii) If there is a change in the 1 
method of depreciation, theT 
companies should further < 
ensure that adequate provision 1 
for deferred taxation liability 
is made and the auditor's 
certificate to this effect should 
also be furnished along with 
the application for bonus issue. 

Award for EIL 

The 1976 national award 
for excellence in process design 
and engineering in the chemical 
field has been won by Engineers ' 
India Ltd (EIL), a public 
sector consultancy organisa¬ 
tion. The award is instituted 
by the Indian Chemical Manu¬ 
facturer's Association. EIL 
has over the years developed 
basic engineering capabilities 
for designing most of the latest 
petroleum refining processes 
and a few basic petrochemical 
processes. Today, the organisa¬ 
tion is capable of providing 
planning studies for industrial 
projects, process design and 
detailed engineering procure¬ 
ment services, construction 
supervision and plant start-up 
services 

Solar Energy Grain 
Dryer 

India’s first solar energy 
grain dryer designed by the 
National Industrial Develop* 
ment Corporation for the 
department of Science and 
Technology is being installed 
at Central State Farm,' 
Ludhiana. Built at a cost of 
Rs 2.5 lakhs, this dryer has a 
capacity of about 10 tonnes 
per day. Successful trial runs 
have already been made. The 
solar energy grain dryer will 
be effective for 85 to 90 per 
cent of the days during th^ 
main harvesting sessions ana 
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ill be operational even on 
oudy days though at a reduc- 
i capacity. Cost of drying in 
lis dryer is Rs 6 per tonne as 
ompared to Rs 100 by using 
il fired system. 

Traditional practice of 
rying grains in the fields and 
ourtyards by direct exposure 
o sunshine involves risks of 
weather damage and losses in 
he fields. The total loss of 
oodgrains during drying in 
[ndia is estimated to be around 
10 million tonnes. The pre¬ 
liminary analysis of the 
demand of the solar energy 
dryer shows that there is a 
great demand for this due to 
its high efficiency, low operat¬ 
ing cost and minimal main¬ 
tenance requirement. The solar 
energy grain dryer will have 
other applications particularly 
in organised agricultural pro¬ 
duct industries such as rice 
millers, dal millers, oil millers, 
dry fruits and for farmer co¬ 
operatives, state farms, seed 
corporation, FCI, etc. 

National Industrial Develop¬ 
ment Corporation is planning 
to instal two more grain dryers, 
one in eastern part of the 
country and another in Kerala 
in near future. The first proto¬ 
type with one tonne per day 
capacity was developed at the 
Annamalai University by Prof 
Muthuveerappan. 

1 Imported PVC for 
Small Units 

Measures to meet the present 
shortage of PVC were discussed 
recently at a meeting of the 
manufacturers of PVC resin as 
well as the representatives of 
the industry. The meeting was 
convened by Mr l.C. Puri, 
additional secretary in the 
ministry of Industry and Deve¬ 
lopment Commissioner, small 
scale Industries. It was decided 
at the meeting that: Out of 
2,500 tonnes of material being 
imported by the State Chemical 


& Pharmaceutical Corporation 
of India, such of the small 
scale units as have registered 
their requirements upto six 
tonnes of PVC per quarter 
would be allocated full 
quantity without any cut. The 
balance of the imported 
material would be distributed 
among other units, who have 
registered their requirements 
for the year 1976-77, on pro¬ 
rata basis, subject to a mini¬ 
mum allocation of six tonnes 
per quarter. 

The unlifted quantity of the 
material would be distributed 
by CPC on ‘first come first 
served basis' according to the 
date of registration. Till such 
time the imported material 
starts arriving, the raw material 
manufacturers voluntarily 
agreed subject to adequate 
power supply, to supply full 
quota of PVC to such units 
whose allocations on past off¬ 
take basis worked out to not 
more than two tonnes per 
month. 

Delhi Factory Owners 
Meet 

Lieutenant Governor of 
Delhi, Mr D.R. Kohli has 
initiated re-thinking on a 
number of issues which have 
handicapped the local industry 
in the past. As a first step, 
industrial land prices may be 
reduced. A decision has also 
been taken to exempt industrial 
land upto a limit of 1,000 
square metres from the pro¬ 
visions of the Urban Land 
Ceiling Act. Disclosing this 
recently at the annual general 
meeting of the Delhi Factory 
Owners Federation, the 
Lieutenant Governor pointed 
out that the administration had 
decided to review the master 
plan. The basis of the entire 
plan was to undertake orderly 
and regulated growth of the 
capital, but it was not an end 
in itself. “Wherever it does 


not conform to certain human 
values, the plan would have to 
be altered/* he said. 

Earlier, delivering the presi¬ 
dential address, Mr Vineet 
Virmani pioposed that wher¬ 
ever industries were to be 
shifted from non-conforming 
areas, land should be allotted 
on a Jand-lo-land basis or at 
subsidised rates. Loans on 
softer terms towards building 
costs and grants for operational 
costs were essential ingredients 
of the inducement programme. 
He also regretted that no pro¬ 
gress had so far been made 
with regard to implementation 
of National Capital Region 
Plan, which had suggested the 
development of nodal points. 

IDA Credit For 
Irrigation Project 

The International Develop¬ 
ment Association (IDA), an 
affiliate of the World Bank, is 
extending a credit of US S23 
million to help finance rehabili¬ 
tation, modernisation and 
extension of an irrigation 
system in Tamil Nadu. The 
$46 million project is designed 
to minimise water losses in 
conveyance and operation of 
the Periyar-Vaigai irrigation 
system in Tamil Nadu. Water 
savings will be used to intro¬ 
duce double irrigation and to 
bring new areas, presently 
rainfed, under irrigation for the 
first time. At full development, 
the project is expected to in¬ 
crease annual rice production 
by about 60,000 tons resulting 
in $13 million in value added 
to the local economy and in 
net foreign exchange savings of 
$9.6 million a year. The project 
will also generate about 20,000 
man-years of agricultural 

employment. 

The Food and Agricultural 
Organisation (FAO) of the 
United Nations joined the 
government of Tamil Nadu in 
preparing the project under the 


World Bank/FAO Cooperative 
Programme. The IDA credit to 
India is for a term of 50 years, 
including 10 years of grace. It 
is interest free, except for a ser¬ 
vice charge of 3/4 of one per 
cent to meet IDA’s administra¬ 
tive costs. The proceeds of the 
credit will be channeled to the 
government of Tamil Nadu in 
accordance with the govern¬ 
ment of India's standard terms 
for the financing of state- 
development projects. 

IDBI Bonds 
Oversubscribed 

Total subscriptions to the 
ten-year six per cent Industrial 
Development Bank of India 
bonds (ninth series) amounted 
to Rs 55.00 crores as against 
the notified amount of Rs 50.00 
crores. The IDBI is retaining 
subscriptions up to ten per cent 
in excess of the notified 
amount. The issue which 
opened on June 6, 1977 was 
oversubscribed and was closed 
on the same day. 

Tyre Manufacturers 
Freeze Prices 

Major tyre manufacturers 
such as Goodyear, Ceat, Fire¬ 
stone and Dunlop, who 
account for about 80 per cent 
of the lyre production in the 
country, have agreed not to 
raise the prices of tyres and 
tubes following government 
persuasion. Other companies 
are expected to follow suit. 
This was the outcome of pro¬ 
longed discussions between tyre 
manufacturers and Dr A.K. 
Ghosh, additional secretary, 
Industry ministry, who had 
summoned them to Delhi 
following the reported move to 
unilaterally increase the prices. 

The representatives of both 
multinational and Indian tyre 
companies, who were present 
at the meeting were informed 
of the government’s concern 
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over their reported move and 
were asked to desist from 
taking the step. 

Steel Plents end 
Ancillery Industries 

Bhilai, Durgapur, Rourkela 
and Bokaro are today sprawl¬ 
ing steel towns humming with 
industrial activity. Several 
industrial estates have also 
grown around them. There 
are 326 small-scale industries 
around these towns, mostly 
owned and managed by young 
entrepreneurs who ventured 
into industry expecting that the 
growth of small-scale indust¬ 
ries around these giant indus¬ 
trial towns was imminent. 
There are 52 ancillary industries 
registered with the Bhilai steel 
plant. They have grown 
steadily during the past decade. 
Sixty units cater to the needs 
of the Durgapur steel plant and 
the alloy steels plant. The 
number of small-scale ancillary 
units at Bokaro is 112, even 
though the plant's first stage 
of 1.7 million tonnes has been 
completed only recently. The 
expansion to four million 
tonnes is now in progress. 
There are already 102 small- 
scale industrial units in the 
Bokaro industrial area. 

In order to encourage the 
growth of these industries, the 
Steel Authority is implementing 
a programme of rapid indige- 
nisation of the steel plants’ 
requirements of spares and 
stores. The import substitution 
units in all the plants have 
prepared catalogues of spares 
which could be indigenously 
produced. Local entrepreneurs 
are being encouraged to take 
up their manufacture. 

There are ancillary industry 
advisory committees which 
comprise of a senior officer of 
the plant, representatives of 
the state government, the 
Small Industries Service 


Institute and the concerned 
Directorate of Industries. 
Generally, these committees 
are headed by the chief 
executive of the concerned 
plant. These committees 
regularly review the position 
relating to the growth and 
development of the ancillary, 
small-scale and medium-scale 
industries. During the period 
1969 to 1971, the total pur¬ 
chases from these units by the 
Bhilai steel plant amounted 
to Rs 35.5 lakhs. Today, the 
value of these purchases is 
around Rs 2 crores. At 
Rourkela, only six years ago, 
the value of purchases by the 
plant directly from these units 
amounted to about Rs 5) 
lakhs. This has now gone up 
to R; 3.5 crores annua ly. A 
good beginning has a! o been 
made at B karo. vvhero ancillary 
units supply products worth 
Rs 2.5 crores annually. Apart 
from giving them the necessary 
knowhow, the plant authorities 
provide them with working 
drawings and enter into long¬ 
term contracts for supply of 
such items. 

Approval of Labels 
for Foods Articles 

In accordance with the pro¬ 
visions of the Rule 37-A of the 
Prevention of Food Adultera¬ 
tion Rules, 1955, all types of 
proprietory foods, where fancy 
names or trade names are 
used, and which cannot be 
classified in any of the standard 
prescribed in Appendix B of 
the Prevention of Food Adul¬ 
teration Rules, 1955, the names 
of the ingredients used in the 
product in descending order 
of composition are to be indi¬ 
cated on the label, subject to 
the approval of the Central 
Committee for Food Standards. 
AH manufacturers have been 
advised to submit their labels 
to the “Secretary, Central 


Committee for Food Standards, 
Room No. 559, ‘A’ Wing, 
5th Floor, Nirman Bhawan, 
New Delhi-ll” latest by July 
31, 1977, for approval under 
the provision of the rule, other¬ 
wise they are liable to penal 
action. 

New Varieties of Paddy 

By advancing the time of 
sowing through community 
nursery programme and culti¬ 
vation of short duration high 
yielding varieties of paddy, 
the vast tract comprising the 
stetes of Uttar Pradesh, Bihar, 
West Bengal, Madhya Pradesh 
and Orissa can easily double 
its yield. If the crop of rice 
has to depend solely on rain¬ 
fall, a monthly rainfall of not 
less than 30 cm per month 
spread over at least three con¬ 
secutive months could be 
considered minimum. This 
vast area has more than 30 cm 
of rainfall per month in two 
consecutive months of July 
and August and 20-30 cm in 
September. 

The rice area in this 
tract represents about 45 per 
cent of all-India total, but 
the yields are very low. The 
main reason is that farmers 
generally grow longer duration 
variteties i.e. 134-145 days. 
The long duration varieties run 
the risk of suffering from 
drought at maturity. September 
rainfali is less and sometimes 
it withdraws early. As such 
the long duration crop of rice 
suffers for want of‘water at 
the most crucial time in its 
development. 

The problem is to adjust 
gowing time and duration for 
getting the maximum advantage 
of natural rain-water. This can 
be easily solved by advancing 
the time of sowing through 
community nursery programme 
and cultivation of high-yielding 
varieties of 100-125 days dura¬ 


tion. The peak growth and 
development process in case of 
short duration high-yielding 
varieties will be over bythe end 
of August for June transplan¬ 
ted crop and by September for 
July transplanted crop. More-* 
over the fields will be vacated 
early for rabi land prepara¬ 
tions and wheat, potato or 
other rabi crop can be sown 
on time. 

Names in the News 

Mr K. G. Appusamy, deputy 
managing director, Air-India 
has been appointed as chair- 
man-cum-managing director 
of Indian Airlines on a purely 
temporary basis, in place of’ 
Mr A. i 1. Mehta, who is pro¬ 
ceeding on J54 days’ leave 
from June 11, 1977. Mr 
Appusamy will be performing 
these duties, in addition to his 
own duties, till a permanent 
arrangement is made for this 
post in the Indian Airlines. 

Mr S. I>. Dcshmukh, exe¬ 
cutive director. Reserve Bank 
of India, Bombay has been 
elected by India, Bangladesh 
and Sri Lanka as the executive 
director of the International 
Monetary Fund from their 
constituency. The vacancy 
was caused by the death of 
Mr M. G. Kaul. 

Mr Lalit Mohan Thapar 
has been elected chairman of 
the Punjab, Haryana and Delhf 
Chamber of Commerce and 
lndusty. Mr Thapar is the 
chairman of Ballarpur Indus¬ 
tries Ltd, Greaves Cotton Co 
Ltd, Bengal Ingot Co Ltd, 
and director of a number of 
companies including Crompton 
Greaves Ltd., Jagatjit Cotton 
Textile Mills Ltd, Oriental 
Bank of Commerce Ltd., and 
J. K. Industries Ltd. 

Mr R. R. Bareja has been 
elected president of Indian 
Pump Manufacturers’ Asso¬ 
ciation for the ensuing year, i 
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Readers 9 Roundtable 


The Prime minister 

• Sir—In Eastern Economist 
of May 27, 1977, I have 

seen V.B.’s comment on the 
prime minister in the “Moving 
Finger*’ column. I must say 
that this is a good piece of 
writing. 

M. D. Dalmia 

New Delhi 

Curbing inflation 

Sir—With reference to the 
Memorandum submitted to the 
prime minister by Professor 
C.N. Vakil, along with Dr P.R. 
Brahmananda, on “Inflation 
Reversal and Guaranteed Price 
Stability’*, (which was repro¬ 
duced in Eastern Economist 
of May 13), a note issued by 
Prof. Vakil may be of interest 
to your readers. 

Prof. Vakil has fundamental 
difference with the policy re¬ 
garding interest rate announced 
by the Reserve Bank on 
May 27. He has drawn the atten¬ 
tion of the prime minister to 
the fact that (a) excess money 
supply is the arch devil in the 
present inflationary situation 
(paras 8 and 9 of the Memo¬ 
randum); (b) that restriction of 
money supply does not come 
in the way of growth (para 17); 
and (c) that restraint by all 
parties is absolutely essential. 
He feels that it will not be pos¬ 
sible to ask labour and others 
to have restraint if business 
and industry are given conces¬ 
sions. He suggests that the 
government should declare a 
war an inflation and ask for 
emergency discipline from all. 
In his opinion, the gesture of 
some industrialists to help cont¬ 
rol prices will not have a signi¬ 
ficant impact on the price level. 

' He has submitted a Note on 


Interest Rates in which he 
and Dr Brahmananda justify 
higher rates of interest as part 
of an anti-inflationary policy 
as under: 

“There are a number of rea¬ 
sons why some rise in interest 
rates is necessary at the present 
juncture. 

(1) In view of the large ex¬ 
pansion in money supply and 
other financially liquid assets, 
and the shortage of many 
essential commodities, the mar¬ 
kets are expecting the prices to 
go on moving up. If interest 
rates are not raised, it will pay 
commodity-speculators to use 
liquid finance for hoarding 
goods and thus to profit from 
the rising trends in prices. 
Interest charges are important 
in the cost of holding of stocks 
of goods. If in a period of 
rising prices, interest is not 
moved up, the cost of hoard¬ 
ing would become relatively 


cheaper and hoarding will be 
encouraged. 

(2) A rise in interest will 
lead to a collapse of expecta¬ 
tions concerning the continu¬ 
ance of easy money policy. 
The expectational effect is very 
powerful and operates effective¬ 
ly in India. 

(3) At prv«ent market values 
of shares are moving up due to 
expectation of a fall in interest. 
This has raised the collateral 
value of shares and has streng¬ 
thened the atmosphere regard¬ 
ing easy credit availability. A 
fall in share-values will not 
necessarily affect real invest¬ 
ment. Past experience de¬ 
monstrates that the move¬ 
ment of share values does not 
portray any real trends in in¬ 
vestment. 

(4) At present financial ins¬ 
titutions are able to obtain 
deposits from holders of liquid- 
assets. The flow of deposits 


to banks and thus the growth 
of savings will be checked by 
any fall in interest rates. Ac¬ 
tually under conditions of ex¬ 
cess-liquidity as prevailing now, 
a rise in interest rates helps to 
canalise funds to the finan¬ 
cial institutions and thus streng¬ 
thens the authorities' power 
to canalise the use of funds. 

(5) Interest as a cost item 
is small and therefore unimpor¬ 
tant to industries; but it is im¬ 
portant for activities which 
deal in stocks of goods. It is 
in the latter case that the dis¬ 
hoarding effect will be power¬ 
ful if interest rates are raised. 
In general also, the stock-hold¬ 
ing propensity will get weake¬ 
ned if interest is pushed up. 
The practical experience of 
companies in India demonst¬ 
rates very clearly that the rising 
trend in interest has helped to 
turn firms away from banks to 
other sources such as (a) less 
holding of stocks, (b) own- 
savings, (c) other sources of 
finance etc. 

(6) High interest does not 
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by itself come in the way of 
development of the new issue 
market. 

(7) It is well known that 
lower interest will stimu-Iate 
capital-intensive industries thus 
increasing unemployment. The 
easy availability of bank 
finance and relatively low in¬ 
terest have helped to increase 
capita] intensity and waste of 
capital has ensued as a conse¬ 
quence.” 

A Correspondent 

Bombay 

(Printed copies of the memo¬ 
randum on “Inflation Reversal 
and Guaranteed Price Stability” 
are on sale at Rs 12 per copy 
and they may be had from 
Vora & Co., Publishers Pvt. 
Ltd., 3, Round Building, 
Princess Street, Bombay- 
400 002—Ed). 


Enrolement to Janata 
party 

Sir—Reference V.B.'s ‘Mov¬ 
ing Finger’ piece in the May 
20 issue of Eastern Economist* 
I thought of enclosing a copy 
of the press statement that I 
had released on May 12, regard¬ 
ing admission of persons into 
the Janata party. This might 
interest your readers. 

V.B’s comments on the 
prime minister’s press confer¬ 
ence, and particularly the need 
for the reporters to do a good 
professional job, are very apt. 
I have heard from some who 
were present at the press con¬ 
ference of the prime minister in 
Bombay that the press did not 
seem to be either serious or 
trained well enough to ask 
questions of real importance. 
Bombay Viren J. Shah 

The press statement issued 
by Mr Viren J. Shah. MP, 


Rajya Sabha and member of 
Janata working committee 
and referred to above is repro¬ 
duced below: 

“In view of the influx of a 
large number of people from 
other parties, particularly from 
the former ruling party, into 
the Janata party, its working 
committee decided at its meet¬ 
ing this week that anyone and 
everyone should not be allowed 
membership of the party. 

The party’s state committees 
have been given the power to 
refuse admission to “undesir¬ 
able” elements who have a bad 
image or charges of corruption 
against them, or those who are 
known for thtir role in the 
atrocities committed during the 
emergency. 

A screening committee, to be 
appointed by the working com¬ 
mittee, will go into the back¬ 
ground and past records of 
each applicant. To become a 


member of the Janata party a 
person would first have to be¬ 
come a member of the state or 
district unit of the party. 

The state committees, how¬ 
ever will not have absolute 
power to reject applications as 
the screening committee will 
entertain appeals by individuals 
against rejection. 

These safeguards will pre¬ 
vent the party from becoming a 
conglomeration of all kinds of 
elements who are only too eager 
to get to positions of power, 
it will take into its ranks 
people of character and integri¬ 
ty. This will enable the party 
to maintain its own identity. 

The party, like during the 
Lok Sabha elections, will col¬ 
lect money from the common 
man on as wide a scale as pos¬ 
sible, for which coupons of 
various denominations will be 
issued at various party offices.” 
-Ed. 
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COMPANY 

AFFAIRS 


Bihar Alloy Steels 

This operations of Bihar 
Alloy Steels Ltd during the 
year ended December 31, 1976 
have not been satisfactory 
due mainly to the depressed 
market conditions, technical 
problems and shortage of 
finance for meeting working 
capita] requirements. In spile 
of the company’s best efforts 
the damaged control panels 
and transformer tap changer 
system of the arc furnace No 1 
could be replaced and the 
furnace recommissioned only 
in November, 1976. The repair¬ 
ed parts of the control panel 
of arc furnace No 2 were 
also replaced simultaneously. 
While the working shows 
some improvement since 
November 1976, it is still not 
completely satisfactory, as the 
company’s technical person¬ 
nel had to struggle to develop 
the techniques for the manu¬ 
facture of various categories of 
alloy tool and special steels 
and this has naturally resulted 
in considerable loss and delay. 

New Products 

To a larger extent, the com¬ 
pany has succeeded in its 
efforts and has manufactured 
several difficult grades of alloy 
steels to exacting quality stan¬ 
dards. Efforts in this direc¬ 
tion are still continuing. 

The company has also deve¬ 
loped the various casting para¬ 
meters for the continuous cast¬ 
ing of alloy steels including 
painless steel and it is hearten¬ 
ing to note that, as a result 


of the company’s strenuous 
efforts, the company’s products 
from the continuous casting 
machine, although new in the 
country, are now well received 
in the market, due to certain 
superior mechanical proper¬ 
ties. With the experience gain¬ 
ed, the company is hopeful of 
further developing high cast 
steels such as high speed steels, 
die blocks and stainless and 
alloy steels in wire rods etc 
during the current year. 

Production of carbon, alloy 
and special steel/im ois continu¬ 
ous cast blooms aggregated to 
19,477 tonnes in 1976. The 
output of finished carbon, 
alloy and special steels was 
12,211 tonnes and the total 
despatches weie 11,454 toil' 
nos. 

Heavy Losses 

The working of the com¬ 
pany during the year has 
resulted in a cash loss of 
Rs 247.03 lakhs mainly due to 
under-utilisation of capacity 
for the reasons mentioned 
earlier. After adding to this, 
the sum of Rs 210.65 lakhs 
provided for depreciation on 
straight-line method and 
Rs 2.10 lakhs for preliminary 
and share issue expenses writ¬ 
ten off, the total deficit is of 
the order of Rs 459.78 lakhs. 

As far as the additional term 
loan of Rs 400 lakhs, it has now 
been decided by the Reserve 
Bank of India that a term 
loan will be provided by the 
financial institutions to the 
extent of Rs 250 lakhs and the 
balance of Rs 150 lakhs will 


be provided by the company’s 
bankers. 

Indian Hotels 

The Indian Hotels Company 
Limited has once again report¬ 
ed excellent working results 
for the year ended March 31, 
1977. 

The company has made fur¬ 
ther progress during the year. 
The total revenue rose from 
Rs 860.79 lakhs to Rs 1076.62 
lakhs or by 25 per cent over 
the previous year. After 
providing Rs 51.76 lakhs for 
depreciation and Rs 46.35 
lakhs for interest, the com¬ 
pany’s profit before tax was 
Rs 179.50 lakhs as compared 
toRs 137.91 lakhs in the pre¬ 
vious year, reflecting an in¬ 
crease of 30 per cent. The 
company has made a provision 
lor tax of Rs 75 lakhs as com¬ 
pared to Rs 33 lakhs in the 
previous year. 

The directors of the company 
have recommended, the pay¬ 
ment ofdividend ofRs9.30(prc- 
vious year Rs 9.30) on the 9.3 
per cent cumulative redeema¬ 
ble preference shares of 
Rs 100 each and a dividend 
of Rs 2 (previous year Rs 2) 
on the ordinary shares of Rs 10 
each. It may be noted that 
after the issue of 7,20,000 
bonus shares, the ordinary 
capital of the company has 
increased from Rs 1.80 crorcs 
to Rs 2.52 crores and the 
dividend of Rs 2 per ordi¬ 
nary share has been recom¬ 
mended on the increased capi¬ 
tal. It is expected that the 
dividend for the year 1976-77 
will also be partially exempt 
from income-tax. 

The construction of a 350 
room hotel of international 
tourist standards in collabo¬ 
ration with the New Delhi 
Municipal Committee at No ), 
Mansiagh Road, New Delhi, 
is in progress. The com¬ 


pany’s new project, the flight 
kitchen at Santacruz airport 
set up in early 1976 is now 
catering to many international 
airlines apart from catering to 
Indian Airlines and is compa¬ 
rable to some of the best 
flight kitchens in the world. 

Besides the Taj Mahal Hotel 
and the Taj Mahal Internatio¬ 
nal Hotel owned and operated 
in Bombay, the company 
also operates the Lake Palace 
Hotel in Udaipur, the Ram- 
bagh Palace Hotel in Jaipur, 
the Taj Coromandel Hotel in 
Madras, the Port Aguada 
Beach Resort in Goa, the 
Fisherman’s Cove at Covelong 
near Madras and the Pandyan 
Hotel at Madurai, the last 
being the new addition to the 
Taj group of hotels. 

Mahindra Spicer 

Mahindia Spicer Limited 
(formerly Turner, Hoare & 
Co Ltd) have announced the 
results for the year ended 
January 31, 1977. These show 
all round improvement with 
income at Rs 577.69 lakhs 
registering an increase of 
16 per cent over Rs 498.95 
lakhs in the previous year. The 
profit before tax was 17 per 
cent higher at 33.43 lakhs as 
against Rs 24.06 lakhs in the 
preceding year. 

The dividend has been main¬ 
tained at 10 per cent and the 
reserves and surplus stand at 
Rs 45.07 lakhs, higher by 22.3 
per cent over the previous 
year’s figure of Rs 36.85 
lakhs. 

The company continues to 
maintain its position as the 
country's leading manufacturer 
of KI hydropneumatic and 
hydraulic ash handling plants 
and travelling water screens 
for thermal power stations. 
Orders in hand, at the year 
end, for these items amount to 
Rs 627 lakhs. Tenders for 
about Rs 10 crores submitted 
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by the company are under 
consideration by major pur¬ 
chasing authorities. 

The Spicer products division 
of the company achieved a 
substantial increase in the 
manufacture and sales of auto¬ 
motive clutch assemblies in 
collaboration with internatio¬ 
nally renowned Dana Corpo¬ 
ration of the USA. These 
products are now being export¬ 
ed to Europe and the far east 
and it is expected that exports 
will show significant growth 
during the current year. 

The company holds a letter 
of intent, and has obtained the 
foreign collaboration appro¬ 
val, for the manufacture of 
200,000 propeller shafts, 
50,000 axle shafts and 900,000 
universal joint kits per annum 
in collaboration and partner¬ 
ship with the Spicer Universal 
joint division of the Dana 
Corporation of the USA. Land 
has been acquired in the Satpur 
Industrial Estate of the M1DC 
in Nasik district and cons¬ 
truction is in progress. 

Foreign Collaborator 

The paid-up capital of the 
company is expected to be en¬ 
hanced to R$ 125 lakhs to 
meet a part of the cost of this 
project. Consent from the 
Controller of Capital Issues 
has been received. The collabo¬ 
rator, Dana Corporation, will 
be issued Rs 27.984 lakhs and 
Mahindra and Mahindra 
Limited, the Indian promoter, 
Rs 14.81 lakhs out of the addi¬ 
tional equity of Rs 84.80 lakhs. 
The remaining of Rs 42.006 
lakhs will be issued to the 
public. 

The balance requirement 
will be financed by an interest 
free loan of Rs 55 lakhs from 
SICOM, financial assistance to 
the extent of Rs 110 lakhs 
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from financial institutions and 
a bank, and internal accruals. 

The company has also 
fared well in other areas of its 
activities such as agency lines 
and the manufacture of Shar¬ 
pies separation equipment. 

Hindustan Lever 

Hindustan Lever has repor¬ 
ted impressive improvements 
in its working results during 
the year ended December 31, 
1976. Sales during the year 
were higher at Rs 212.99 crores 
as compared to Rs 205.97 
crores in 1975. The income from 
sales of soaps and detergents 
rose from Rs 143.26 crores 
to RS 145.36 crores while the 
revenue from sales of chemi¬ 
cals, animal feeds, toilet pre¬ 
parations and others went up 
from Rs 26.18 crores to Ks 
36.63 crores. The proceeds from 
sales of edible fats and others 
foods was, however lower at 
Rs 31 crores as compared 
to Rs 36.53 crores in 1975. The 
profit before tax amounted to 
Rs 19.70 crores as against 
Rs 15.07 crores in the previous 
year while the profit after tax 
recorded a smart rise to 
Rs 6.95 crores from Rs 4.77 
crores in 1975. The directors 
have recommended an equity 
dividend of 20 per cent [for 
1976. This will absorb 
Rs 337.06 lakhs. 

During the year the company 
was able to extend the use of 
non-conventional oils in the 
manufacture of higher quality 
toilet soaps by developing 
special processes and catalysts. 
R&D support contributed 
significantly to the increased 
profitability of all parts of the 
business. 

The company’s R&D resour¬ 
ces are increasingly being har¬ 
nessed to develop new techno¬ 
logies relevant to the country. 
For example, the company is 
now operating a pilot plant for 


the manufacture of synthetic 
fatty acids from petroleum wax 
which should replace oils in the 
manufacture of soap. This 
process will be scaled up in 
stages. 

The total recurring expendi¬ 
ture on R[& D during 1976 was 
Rs 116 lakhs and capital ex¬ 
penditure to date has been 
Rs 267 lakhs. The company 
has won the Sir P C. Ray 
Award for developing indi¬ 
genous technology for the year 
1976. 

The company continued to 
intensify its export efforts. 
Export turnover improved 
further to Rs 17.07 crores 
covering 38 countries in 1976. 
This turnover does not include 
sales to Nepal and Bhutan 
amounting to Rs 44 lakhs in 
1976. The company was 
awarded the top export award 
for its performance in 1975-76 
by the Basic Chemicals, 
Pharmaceuticals and Cosmetics 
Export Promotion Council. 
The company also won the 
Indian Merchants’ Chamber 
Award for outstanding export 
performance for the year 1975. 

Indigenous Plant 

The ossein project at Taloja 
was commissioned in August 
1976. Products from the 
factory are being exported to 
the USA, Japan, Europe and 
Australia. The synthetic deter¬ 
gents plant at Bari Brahamana 
in J & K state was commis¬ 
sioned in February 1977. This 
was the first entirely indigenous 
detergent plant in the country 
and also the largest chemical 
industry in J&K state. 
Detailed engineering work on 
the Haldia project is in pro¬ 
gress and work on the site has 
commenced. A total of 
Rs 27.64 crores will be invested 
in these projects. 

The company has obtained 
the consent of Controller of 
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Capital Issues to issue 50,20,000 
new equity shares (including 
right shares in the proportion 
of one new share for every two 
existing shares held) at a pre¬ 
mium of Rs 6 per share. 
Necessary steps are being taken 
by the company to issue the 
new shares exclusively to 
investors in India. 

Escorts 

In 1976 Escorts Ltd has 
surpassed all its previous 
records, with sales exceeding 
Rs 880 million and total in¬ 
come crossing Rs 909 million. 
The company’s sales went up 
by 10 per cent while profit¬ 
ability before taxation shot up 
by 60 per cent to Rs 81 million 
from Rs 54 million in 1975. To 
a larger extent the increase in 
profitability was due to decon¬ 
trol of tractor prices which 
permitted the company to pick 
up a reasonable profit on its 
tractor production. 

The all-round impressive 
improvements in its working 
results have enabled the direc¬ 
tors to enhance the equity 
dividend to 16 per cent as 
against 12 per cent declared in 
1975. 

Despite the general suppres¬ 
sion of demand in the tractor 
market caused by the heavily 
tax-laden prices, the company’s 
sales of tractors improved im¬ 
pressively to 9881 units from 
9659 units in 1975. Sales of 
piston assemblies increased by 
26 per cent over the preceding 
year and that of Rajdoot 
motorcycles and scooters 
increased from 24,476 units in 
1975 to 26,002 in 1976. There 
was a steady overall increase 
in sales in almost all the 
product lines handled by the 
company. 

The company's export sales 
during the year including deli¬ 
veries under World Bank 
schemes, were over Rs 11-7* 
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crores. Product huige was fur¬ 
ther enlarged to cover tractors 
and farm implements, piston 
assemblies, railway and auto¬ 
mobile ancillaries etc besides 
several non-company products 
und services handled as ‘ex¬ 
port house’. Performance of 
both Ford and Escort tractors 
as well as agricultural imple¬ 
ments exported to Afghanistan 
and Nepal was quite encoura¬ 
ging thus bringing in repeat 
orders. The next export order 
expected from Afghanistan in 
the wake of international 
competition is for 300 Escort 
tractors. 

Expansion Plans 

The plans for expansion of 
jiston and piston pin plant 
vere finalised during the year. 
The construction of building at 
bangalore is going on satis- 
actorily. Efforts are being 
nade to commence production 
>y November 1977. The ex- 
ansion plan of Goetzs (India) 
.td is also progressing satis- 
ictorily adjoining Escorts pis- 
on and piston-pin plants at 
langalore. 

CGR India Ltd, a joint 
enture with a reputed firm of 
ranee, having its plant at 
antaCruz Electronic Export 
rocessing Zone, Bombay 
ommenced production in the 
ar under report. The com- 
fny has exported its products 
orth Rs SO lakhs upto March 

m. 

The plans to form a com- 
any to manufacture automo- 
Je shock absorbers in Iran 
t at an advanced stage. The 
>mpany # s investment in the 
>ta] share capital of the 
anian company will be 25 

* cent. 

Through accelerated activity, 

* company’s R & D has in¬ 
duced the four-wheel drive 
Lctor, the first of its kind 

| the country. A new low 
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priced tractor was also intro¬ 
duced to suit the purchasing 
capacity of the average far¬ 
mer. 

The company has acquired 
near its existing plants at Fari- 
dabad, an area at a cost of 
Rs 43 lakhs for scientific re¬ 
search activitie . This Scienti¬ 
fic Research Centre, already in 
operation from March 1977, 
will undertake designs of 
special farm tools and animal- 
drawn implements as also pro¬ 
jects for utilising agricultural 
waste or available resources of 
rural areas with the objective 
of improving the living stan¬ 
dards and agricultural produc¬ 
tivity in villages. 

Besides the company has 


contributed towards a special 
study undertaken by the Asso¬ 
ciated Chambers of Commerce 
& Industry of India for setting 
up different models of activi¬ 
ties to develop the rural life 
and agricultural productivity. 
This report, when ready would 
be very useful to the organis¬ 
ed industrial sector which 
must now participate, more 
actively than before, in rural 
development of the country 
by helping to establish ancillary 
industries in rural areas based 
on skills and raw materials of 
each area. In this direction the 
company is working very 
closely with the state govern¬ 
ments as well as the Rural 
Development department of 
union Agriculture ministry and 


has already adopted a village, 
Sikri near its Faridabad plant. 

Goodyear 

Despite adverse market 
conditions due to a depressed 
road transport industry, Good¬ 
year India's production dec¬ 
lined only 3.8 per cent for the 
year ended December 31, 1976. 
However, sales declined 15 per 
cent to Rs 55,42,00,942 reflecting 
unremunerative domestic prices 
and extremely low world prices 
for exports. Sales were also 
restricted due to production 
problems encountered by seve¬ 
ral suppliers of industrial pro¬ 
ducts. 

After providing for taxation 
of Rs 76,66,000 and investment 
allowance reserve of Rs 6.50,000 
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the available surplus of 
Rs 19,17,744 is being appro¬ 
priated, alongwith Rs 34,27,146 
transferred from general, re¬ 
serve, for the proposed divi¬ 
dend payment of Rs 53,44,890. 

The directors of the company 
have recommended a dividend 
of Re 1.00 per equity share for 
the year 1976. The bonus 
share issue of two shares for 
every five held, will not qualify 
for this dividend. 

Export earnings increased 
substantially from Rs 2.6 lakhs 
in 1975 to Rs 1.2 crores in 
1976. Although exports in 
1976 were unprofitable, they 
were undertaken in the nation¬ 
al interest. 

News and Notes 

The Gujarat Industrial Invest¬ 
ment Corporation has recently 
sanctioned assistance of Rs 24 
lakhs in a project for manu¬ 
facture of malleable iron pipe 
fittings with an installed capa¬ 
city of 1,300 tonnes per annum. 
The products find application 
in construction, mining and 
petro-chemical industry and 
public water supply system. 

The project will generate a 
total investment of Rs 100 
lakhs at Ankleshwar in the 
backward district of Broach 
which include a total share 
capital of Rs 25 lakhs to be 
raised and Rs 13 lakhs as 
central subsidy for setting up 
the project in a backward 
district. 

New Issues 

Bansuara Syntex Ltd has 
been promoted by Rajasthan 
State Industrial and Mineral 
Development Corporation Ltd, 
(RSIMDC) jointly with the 
technocrat Mr R.L. Toshniwal 
with the main object of setting 
up a textile mill of 12,480 
spindles for spinning synthetic 
blended yarn. This joint 
sector project will be set up in 
the industrial area of Banswara 


which has been declared at a 
industrially backward area by 
the government. The area is 
quite sufficient to meet the 
present requirements as well as 
the future needs of the 
company. 

To raise part of the resources 
required for the implementation 
of the project the company is 
offering 8,78,593 equity shares 
of Rs 10 each, out of which 
2,98,593 equity shares are 
reserved for firm allotment to 
Rajasthan State Industrial and 
Mineral Development Corpora¬ 
tion against which Rs 14.93 
lakhs has already been received 
as advance towards shares 
application and allotment 
money. The remaining 580,000 
equity shares of Rs 10 each are 
now offered for cash at par to 
the public for subscription. The 
subscription list for this fully 
underwritten issue opens June 
20 and will close on July 1 or 
earlier but not before June 22. 

Equity Base 

The project is estimated to 
cost Rs 366 lakhs and it will 
be financed by the promoters’ 
contribution towards the equity 
share capital of Rs 64.00 lakhs, 
proceeds from the public issue 
of Rs 58.00 lakhs and term 
loan of Rs 109.00 lakhs from 
1DB1, Rs 65.00 lakhs from 
IFCI, Rs 45.00 lakhs from 
ICICI and Rs 25.00 lakhs from 
LIC. 

The demand for synthetic 
fabrics is much on the increase 
due to its durability, easy care 
properties, and change in 
common man’s taste towards 
cloth due to bent of people 
towards urbanisation. The 
position has further im¬ 
proved due to government 
allowing free import of synthe¬ 
tic fibres under Open General 
Licence, With 20 years textile 
experience of Mr R.L. Toshni- 
wal the yarn produced by the 
project is likely to be of very 


good quality and shall have 
better marketing prospects. 

The company is expected to 
have a fairly good future and 
the directors are of the opinion 
that barring unforeseen circum¬ 
stances the company will be 
able to declare a handsome 
dividend within a reasonable 
period of time after commence¬ 
ment of the commercial 
production. 

Capital and Bonus 
Issues 

Consent has been accorded 
to four companies to raise capi¬ 
tal. The details are : 

Tata-Finlay Limited, a pub¬ 
lic company having a paid-up 
capital of Rs 13 million has 
been accorded consent for issue 
of further capital of Rs 47 
million in equity shares of 
Rs 10 each to be issued as to 
shares worth Rs 19.8 million 
credited as fully paid-up to 
seven sterling tea companies 
in consideration of part pay¬ 
ment of the sale of these under¬ 
takings and business in India 
to the company and the balance 


of R* 27.2 million for caib a 
par to Tata Oil Mill 
Company Limited/Investmen 
Corporation of India Limi 
ted and Rs 26 million t< 
the general public by 
prospectus. The proceeds wi 
be utilised for the acquisitioi 
of the undertakings and busi 
ness in India of James Finla 
and seven sterling tea con 
panies. The consent order i 
valid for 18 months only. 

LuxmlTea Company Lini 
ted, Calcutta, has been accordc < 
consent, valid for six month , 
to capitalise Rs 800,000 out c j 
its general reserve and issi > 
fully paid equity shares <» 
Rs 100 each as bonus shares* * 
the ratio of one bonus sha t 
for each equity share held. £ 

Essar Bulk Carriers Limitc 1 
Madras, has been refused coi ,, 
sent for the issue of bom 
shares worth Rs 5,851,4 
only. 

The A.P.V Equipment Coi 
pany Limited, Bombay, h * 
been refused consent, f 
issue of bonus shares wo: 1 
Rs 450,000 only. 


t 


Dividend 


(per cei 


Name of the company 


Year ended 


Equity divide 
declared foi 

Current Previ< 
year yeai 


Higher Dividend 
Curewel (India) 

Shivaji Works 
Fuel Injections 
Haileyburia Tea Estates 
Star Textile Engineering 
Works 

Rolcan Engineering Co. 
Same Dividend 
Devidayal Electronics 
Indian Hotels 
Borosil Glass Works 
Reduced Dividend 
Gaekwar Mills 
Graphite India 


Dec. 

31, 1976 

15.0* 


Dec. 

31, 1976 

10.0 

6 

Dec. 

31, 1976 

7.5 

6 

Dec. 

31. 1976 

15.0 

6 

Dec. 

31, 1976 

12.0 

1C 

Dec. 

31, 1976 

15.0 

r 

Dec. 

31, 1976 

Nil 

p 

March 31.1977 

20.G** 

2C 

Dec. 

31, 1976 

10.0 

H 

Dec. 

31, 1970 

Nil 

i 

Dec. 

31,1978. 

14.0** 

ii 


♦Maiden dividend* ♦♦On the enlarged capital. 
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SOMPANY MEETING 


Stewarts and Lloyds India Ltd. 

Chairman's Statement 


'I am happy to be able to 
;port another successful year, 
espite highly competitive 
larkei conditions with too 
lany peoples chasing the limi- 
?d business available. As 
*ivisaged in my statement last 
car, your Company not only 
cld on to the gains achieved 
1 the previous two years, but 
'as in fact able to improve 
pon them during the year. 

This is undoubtedly the re- 



Mr S.L. Pass 

lit of the success of our sus- 
lined efforts over the past 
:w years to gear our skills 
only to what the market 
emands, but more so towards 
le sophisticated needs of in- 
ustry in the field of pipework 
igincering and construction, 
'hile, therefore, the sales 
mover of the year, of 
& 674.19 lakhs represented a 
Auction of 13.4 per cent from 
e previous year’s turnover 
Rs 778.76 lakhs, the profit 
fore taxation increased from 
i 48.54 lakhs to Rs 57.38 
khs. This improvement of 
•2 per cent in profit despite 

E min the sales tur- 
also a drop in thetotal 
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tonnage of production, clearly 
shows that the Company 
handled a more sophisticated 
mix of orders and operated at 
a higher pitch of all round 
efficiency during the year. 

The shortage of credit avail¬ 
able to the engineering in¬ 
dustry has over recent times 
been identified as one of the 
most serious constraints being 
faced by the industry. Against 
this background, it is gratify¬ 
ing that we have made consi¬ 
derable progress towards im¬ 
proving our liquidity position. 
You will be glad to know that 
during 1976, through a relent¬ 
less drive your Company was 
successful in reducing the bank 
overdraft from the level of 
Rs 135 lakhs at the end of 
December, 1975 to a mere 
Rs 10 lakhs at the end of 
December, 1976. 

The finalisation of the fifth 
five-year plan involving in¬ 
creased outlays in the sectors 
we serve was announced by 
Government at the beginning 
of the year, but the release of 
investment expenditure was not 
sufficiently speedy to offer any 
noticeable improvement in 
demand. In line with the 
experience of the engineering 
industry as a whole, we had to 
face severe competition through¬ 
out our range of products and 
services, particularly in respect 
of shop fabrication work and 
it was only by following a 
flexible and innovative policy 
that we were able to keep our 


resources busy and engaged in 
activity which was productive 
and profitable. 

There is a growing tendency 
on the part of large project 
customers to give up the ad¬ 
vantages of shop fabrication 
work to the somewhat decep¬ 
tive conveniences of site orien¬ 
ted fabrication. We have al¬ 
ways encouraged customers, 
who seek quality work and 
trouble free service from the 
industrial pipework they put 
into service in elaborate and 
expensive plants, to insist on 
fabrication of pipework under 
the controlled and regulated 
environment of a properly or¬ 
ganised workshop, where with 
the use of a full complement 
of tailor make plant and equip¬ 
ment, highly skilled man power 
and clbse technical supervision 
better long-term results can be 
achieved, as compared to fabri¬ 
cation carried out in field 
workshops put together inevit¬ 
ably at short notice. This is 
particularly relevant to plant 
pipework of a critical nature, 
where even a minor failure in 
service could lead to losses in 
production running into mil¬ 
lions. The additional cost 
involved is really insignificant 
as compared to the long-term 
gain and it shall continue to 
be our endeavour to convince 
our project customers of this. 

We have always attached 
great importance to manage¬ 
ment-employee relationship 
and I am happy to be able to 


say that the atmosphere in our 
Works and Offices has con¬ 
tinued to be healthy and one 
of cordiality and mutual res¬ 
pect. 

We have started 1977 well, 
but with the level of lead pre¬ 
sently available for shop fabri¬ 
cation we may not be able to 
run our shops to capacity. 
However we have a healthy 
order book for erection and 
construction which should 
more than make up for any 
shortfall from shop fabrica¬ 
tion. T, therefore, expect the 
trend of improvement so posi¬ 
tively displayed in the Com¬ 
pany’s performance during 
the last three years to con¬ 
tinue. 

Much of the success in 1976 
has resulted from the excellent 
team work within the Company 
and the contribution made at 
all levels of management staff 
and workers and I am sure 
that you will wish to join me 
in thanking them for the loyal, 
dedicated and energetic man¬ 
ner in which they have per¬ 
formed during the year under 
the able leadership of our 
Managing Director, Mr 
Ashoke Bir. 

In conclusion, l have to 
report with great sorrow the 
passing away on 23rd Decem¬ 
ber, 1976 of Mr S. W. Kaye 
who was the main architect 
of the Company as it is today. 
Mr Kaye was incharge of the 
Company from 1936 to 1949 
when he returned to the parent 
company in the U.K., but he 
remained on the Board until 
last year and continued to take 
active interest in the affairs of 
the Company. Throughout the 
years his advice and help was 
invaluable to me. 

(N.B.—This does not pur¬ 
port to be the record of the 
proceedings of the 39th Annual 
General Meeting held on 9th 
June, 1977). 
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RECORDS 

Railway budget: 1977-78 AND 

STATISTICS 


Introducing the railway 
budget for 1977-78 in the Lok 
Sabha on June 11, 1977, the 
minister for Railways, Mr 
Madhu Dandavate, said that 
the net surplus of the railways 
was expected to increase from 
Rs 26.45 crores, as estimated 
in the interim budget, to 
Rs 32.50, crores and that this 
improvement would be achiev¬ 
ed without any increase at all 
in the railway fares and freight 
rates. Together with the sur¬ 
plus of the order ofRs 65 
crores in 1976-77, the current 
year's surplus would reduce 
the indebtedness of the railways 
to the general revenues by 
over Rs 37 crores i.c. from 
Rs 477.18 crores mentioned in 
the interim budget to about 
Rs 440 crores. 

Platform Tickets 

Mr Dandavate also announc¬ 
ed that the rate of the plat¬ 
form ticket would be reduced 
from 50 paise to 30 paise 
with effect from July 1, 1977. 
Since the minimum passenger 
fare is 30 paise only, some 
people had started buying 
the minimum journey ticket 
for gaining entry to the 
platforms. The reduction in 
the rate for the platform 
ticket may have a marginal 
effect on the revenue from this 
source but it will certainly do 
away with the malpractice. 

The Railway minister also 
announced that the additional 
long distance trains, to be 
introduced in the coming years, 
would be all classless Janata 
trains, and that instructions 
had been issued for the manu¬ 


facture of a prototype second 
class coach with more basic 
amenities so that long distance 
passengers, particularly in 
trains with limited stops, did 
not suffer from lack of these 
facilities. 

Full text of Mr Madhu 
Dandavate’s speech is given 
below: 

After adoption of the interim 
budget presented on the March 
28, 1977, 1 met representa¬ 
tives of trade unions, industry 
and passenger associations, 
and also some eminent econo¬ 
mists with a view to under¬ 
standing their genuine grieva¬ 
nces about the working of 
railways and inviting from 
them concrete suggestions to 
improve railways’ perfor¬ 
mance. 

After these fruitful discus¬ 
sions, I have been thinking of 
streamlining the administrative 
machinery of the railways and 
of providing better amenities 
and facilities to the travelling 
public, particularly the second 
class passengers. 

Employees Reinstated 

At the very outset 1 would 
like to inform the House that 
I have fulfilled the time bound 
assurance given to Parliament 
in the last session that all the 
railway employees victimised 
during the May 1974 strike 
would be reinstated within six 
weeks. I am happy to 
announce that the process of 
reinstatement, restoring the 
disturbed seniorities, condoning 
the break in service and annul¬ 
ling the transfers effected as a 
measure of punishment during 


the strike, has been completed 
even before the promised time 
limit of six weeks. As a direct 
consequence of the better 
industrial climate in the rail¬ 
ways created by these swift 
steps, and as a result of the 
spurt in economy, the freight 
operation of the railways 
during the weeks which have 
elapsed since I presented the 
interim budget, has been even 
better than what was anticipat¬ 
ed at the time of the interim 
budget. The loading in April 
alone is about one million 
tonnes more than what it was 
in April last year. 

Target Raised 

Demands for movement of 
essential commodities continue 
tobequite heavy. In view of this 
improved trend, I have raised 
the interim budget target of 
217 million tonnes of originat¬ 
ing revenue earning traffic to 
220 million tonnes for 1977-78. 
The goods earnings arc accord¬ 
ingly now estimated to be 
Rs 1382.94 crores as against 
Rs 1362.76 crores shown in 
the interim budget. No change 
is envisaged in the estimate of 
passenger earnings which are 
based on six per cent growth 
over the previous year. The 
estimated receipts on account 
of 'other coaching’ and 
‘sundries’ also remain marginal¬ 
ly unchanged. The gross traffic 
receipts have accordingly beeo 
placed at Rs 2110.24 crores 
as against Rs 2091.44 crores 
estimated earlier. 

As regards ordinary working 
expenses, the provision of 
Rs 1635.75 crores (net) made 


in the interim budget f 
1977-78 has been increased 1 
about Rs 13 crores to provii 
for additional maintenance ai 
operating expenditure due 
the revised traffic target. 


Dividend Liability 


The increased provision r 
quired under working expense 
is partly offset by a small redu< 
tion of about Rs 24 lakhs i 
the railways’ dividend liabilii 
due to downward revision c 
the annual Plan outlay fc 
1977-78 consequent on 
detailed review conducted sine 
the interim budget was presen: 
ed to the House. Taking a 
these factors into account, th 
net surplus of the railway 
during 1977-78 is now expect* 
to go up by over Rs 6 crord 
from Rs 26.45 crores t 
Rs 32.50 crores. 


Taking into account th 
surplus in 1976-77 whic 
will be of the order of Rs 6 
crores and the increased sui 
plus expected to be achieve 
in 1977-78, the railway; 
indebtedness to the genefl 
revenues will go down by ovc 
Rs 37 crores that is, fror 
Rs 477.18 crores, mentionc 
in the interim budget, to abot 
Rs 440 crores. It is a matti 
of great satisfaction to me th; 
even after providing for 
liabilities for the existing at 
additional anticipated traffi 
the railways are expected t 
earn a sizable surplus this yc\ 
of the order of Rs 32.50 crorc 
I am happy to announce th 
these results will be achievi 
without any increase at al| 
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it railway fares and freight 
ites in the year 1977-78 

I would like to mention here 
bat the rate of the platform 
icket was previously raised to 
10 paise with effect from 
kpril 1, 1974. As the minimum 
tassenger fare is only 30 paise, 
his increase in the rate of 
riatform ticket has resulted in 
he malpractice of some 
>eople buying the minimum 
ourney ticket for gaining entry 
,o the platforms. I have, there- 
brc, decided to reduce the 
platform ticket rate from 50 
jaise to 30 paise with effect 
Torn July 1, 1977. This 

"eduction will only have a 
Marginal effect on the revenue 
Tom the sale of platform 
:ickets which may even slightly 
go up as a result of the reduc¬ 
tion, as the number of persons 
purchasing platform tickets at 
reduced rates is likely to go up. 

1 hope people can now go to 
the railway platforms to receive 
their sweet ones without much 
burden and with smiles on 
their lips. 

Railway Plan 

As a result of a comprehen¬ 
sive review undertaken by my 
ministry in consultation with 
the ministry of Finance, the 
Railway Plan for the year 
1977-78 has been reduced 
from Rs 501 crores to Rs 480 
crores including Rs 10 crores 
for the Metropolitan Trans¬ 
port Projects at Bombay, 
Calcutta, Delhi and Madras. 
No reduction has been made 
in the allocation for new lines. 
Provision for users’ amenities 
has been raised from Rs 3.88 
crores in the interim budget to 
Rs 4 crores in accordance with 
the recommendations of the 
| successive railway convention 
| committees and the estimates 
committee* In addition, provi¬ 
sion of Rs 2.80 crores has 
^been retained to enable the 


production units of the rail¬ 
ways to meet their working 
capital requirement in respect 
of export orders. 

The role of railway lines as 
infrastructure in developing 
the backward areas of the 
country cannot be over¬ 
emphasised. It has been my 
effort while formulating the 
final budget to give a fillip to 
the construction of lines which 
are already approved and to 
take up construction of more 
new lines with the limited 
resources which are available 
to us. 

New Lines 

The construction of 25 
railway lines is in hand and 
three new railway lines, namely, 
Mirchandhuri to Jayant in 
Uttar Pradesh which will serve 
new collieries in Singrauli 
coalfields, Bhadrachalam to 
Manguru in Andhra Pradesh 
which will provide outlet for 
Singareni coal, and restoration 
of Pamban-Dhanushkodi, have 
been included in the budget. 
Work will be speeded up on 
the construction of Tirunelveli- 
Trivandrum-Kanyakumari line 
in Kerala and Tamil Nadu, 
Chitauni-Bagaha link which 
will connect East UP with 
North Bihar, Jakhapura- 
Banspani line in Orissa, 
Nadikude-Bibinagar in Andhra 
Pradesh, Wani-Chanaka in the 
Vidarblia region of Maha¬ 
rashtra, Shahdara-Saharanpur 
in Uttar Pradesh, Howrah- 
Amta in West Bengal and 
Hassan-Mangalore line in 
Karnataka. Surveys for seven 
more railway lines, namely, 
fromTalcher to Sambalpur and 
Koraput to Parvatipuram in 
Orissa, Bikaner to Chhatargarb 
in Rajasthan, Jammu to 
Udhampur in Jammu & 
Kashmir, Ranchi Road to 
Koderma and Manderhill to 
Baidyanathdham in Bihar, aud 


bringing Amravati from 
Vidarbha region on the main 
line in Maharashtra, have been 
included in this year's budget. 

I am keen to take up the 
construction of some more 
new railway lines. I am explo¬ 
ring all avenues of mobilising 
more resources for this pur¬ 
pose in consultation with the 
Planning Commission and the 
ministry of Finance so that 
lines which are urgently needed 
for the development of back¬ 
ward areas of the country, 
such as the West Coast Konkan 
railway linking the southern 
states, Dallirajhara-Jagdalpur 
line in the Bastar district of 
Madhya Pradesh, Dharma- 
nagar-Kumarghat line in Tri¬ 
pura, Ernakulam-AUeppey line 
in Kerala, Bhavnagar-Tarapore 
line in Gujarat, Dehri-on-Sone 
to Banjari line in Bihar, etc, 
can be taken up early. 

Gauge Conversion 

Multiplicity of gauges has 
been causing serious bottle¬ 
necks to the movement of 
traffic and areas served by the 
metre gauge and narrow gauge 
lines are at a great disadvan¬ 
tage in the matter of develop¬ 
ment. The gauge conversion 
schemes having a total length 
of 2500 kms are at present in 
hand. They include conver¬ 
sion schemes like Barabanki- 
Samastipur in UP and Bihar, 
Viramgam-Okha in Gujarat, 
Guntakal-Bangalore in Andhra 
Pradesh and Karnataka, and 
Manmad - Parbani -Parli -Vaij- 
nath in the backward Marath- 
wada region of Maharashtra. 
Every effort will be made to 
expedite these conversion 
schemes. Two more schemes, 
viz , Delhi-Ahmedabad and 
Varanasi-Bhatni lines have 
been included in the present 
budget. Surveys are also pro¬ 
posed to be carried out for 
three more conversions, viz , 


Shahganj to Mau, Sitapur to 
Burwal and Varanasi to 
Chupra. 

I shall now deal with some 
of the important matters on 
which Honourable Members 
have expressed their concern 
and to which I have been 
able to give some thought 
during the period since the 
interim budget. 

Primary Concern 

Naturally, our first concern 
will be the long suffering 
scond class passengers. Action 
has to be taken to effect im¬ 
provement in second class 
travel and to make use of our 
resources, including modern 
technology, to reduce over¬ 
crowding in trains. Due to 
constraints at terminals and 
lack of line capacity on certain 
saturated trunk routes, there 
is limited scope now for intro¬ 
duction of additional long 
distance trains. Therefore, in 
order to reduce overcrowding 
in such long distance trains, I 
am considering the use of 
double-decker coaches on cer¬ 
tain routes where these can be 
put in operation. If the trials 
now already in progress with 
a prototype coach prove satis¬ 
factory, we shall introduce 
double-decker trains on speci¬ 
fied routes. 

With my irrevocable com¬ 
mitment to the Gandhian and 
socialist values, whenever the 
question of priority comes up, 
in preference to the claims of 
the affluent classes, the needs 
and requirements of the poorer 
masses will always get prece¬ 
dence. With this perspective 
1 have decided that the additio¬ 
nal long distance trains to be 
introduced in the coming 
years shall all be classless 
‘Janata’ trains. In these Janata 
trains, as part of passenger 
amenities, lending libraries 
having books and magazines 
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will be provided. Further, I 
have directed that wherever 
feasible the load of important 
trains, which are on electric 
traction, should be increased 
from 18 to 20 coaches so that 
over-crowding can be reduced 
to that extent. 

In order to ensure provision 
of certain basic amenities to 
second class passengers, I have 
issued instructions that a pro¬ 
totype second class coach 
should be manufactured with 
more toilets and better water 
supply facilities than now 
available, so that long distance 
passengers, particularly on 
trains with only a few stops, 
will not suffer from the lack of 
these conveniences. After 
manufacture and satisfactory 
trial of the prototype coach, 
action will be taken for its 
introduction as early as pos¬ 
sible. In the meanwhile suit¬ 
able measures have been initi¬ 
ated to ensure that adequate 
drinking water supply is avail¬ 
able both at stations and on 
trains, particularly during the 
current summer rush. I am 
also considering provision of 
some type of not very expen¬ 
sive padded cushion beds in the 
second class sleeper coaches of 
certain long distance tains, so 
that common men may travel 
without having to carry their 
own beddings. 

Passenger Amenities 

In order to improve facilities 
for second class passengers, 
the Railway Administrations 
have been instructed to im¬ 
prove the facilities available in 
the concourses by provision of 
toilets and benches on a pro¬ 
grammed basis. Similar faci¬ 
lities will be provided at all 
new stations or when an exist¬ 
ing station is being remodelled. 

To enable passengers to 
travel in relative comfort, it is 
first necessary to ensure that 
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they can buy tickets for reserv¬ 
ed accommodation. For this 
purpose, it shall be my endea¬ 
vour to root out malpractices, 
in booking and reservation 
offices and in the matter of 
allotment of wagons. I have 
initiated surprise checks by 
the Vigilance Department to 
ensure that there is no collu¬ 
sion between unsocial elements, 
unauthorised persons and the 
railway booking staff. 

Railway Board 

In the debate on the interim 
budget, I had assured this 
Honourable House that the 
long pending question of rcs- 
tructing the Railway Board 
would be taken up expedi¬ 
tiously. I have carefully gone 
into this question and have 
also studied the reports of 
various committees that have 
dealt with the subject in the 
past. The most important 
report on the subject has been 
prepared by the Administrative 
Reforms Commission, institut¬ 
ed under the Chairmanship of 
Mr Morarji Desai. This 
report has dealt with both the 
functions of the Railway 
Board, as also the desired 
organisational structure. As 
regards functioning of the 
Railway Board, governed by 
the Railway Board Act of 1905, 
the railways function as a 
departmental undertaking of 
the government of India, with 
Railway Board working under 
the control of the Railway 
minister. 

For an organisation of 
the size of the Indian Rail¬ 
ways, with its wide impact 
on the public life, the Adminis¬ 
trative Reforms Commission 
has suggested that there should 
be more delegation of powers 
to the lower levels and more 
of policy decision at the Rail¬ 
way minister's level. As 
regards the structure of the 

1162 


Railway Board, the Adminis¬ 
trative Reforms Commission 
has made certain valuable 
recommendations. I am happy 
to announce that the Adminis¬ 
trative Reforms Commission’s 
recommendations that remain¬ 
ed shelved for such a long 
time at the hands of the pre¬ 
vious governments have been 
broadly accepted by us and 
will be implemented expedi¬ 
tiously. I have also decided to 
abolish certain superfluous 
committees which had become 
unofficial centres of authority 
and instrument of political 
patronage. 

In order to create better 
employment opportunities and 
staff satisfaction due to im¬ 
proved avenues of promotion 
I have decided that no exten¬ 
sion of service will be granted 
to any railway employee beyond 
the age of superannuation ex¬ 
cept in cases where a suitable 
person is not available. This 
principle will be observed at 
all levels right from the Rail¬ 
way Board down to the lowest 
echelons of the railway staff. I 
am also reviewing all the cases 
where extensions have been 
approved much before the 
dates of superannuation. 

New Legislation 

It is the Indian Railways Act 
that regulates the activities of 
the various railway adminis¬ 
trations as public carriers. The 
Honourable Members of Parlia¬ 
ment have often voiced their 
opinion that we are even now 
following the Railway Act of 
1890 and that suitable modifi¬ 
cations should be made and a 
fresh draft presented to Parlia¬ 
ment keeping in view the 
changed circumstances in which 
Indian Railways have to func¬ 
tion in free India. 1 am glad 
to inform the House that a 
second draft based ou dis¬ 
cussions with the Legislative 


department of Law ministry, 
has already been prepared and 
this is under discussion with 
the department of Legal 
Affairs, ministry of Law. It is 
expected that I will be able to 
come forward with the final 
draft to the House by the end 
of the financial year. 

Settlement of Claims 

During my meetings with 
representatives of trade and 
industry and also with social 
workers, there has been a 
criticism about undue delay in 
disposal of claims cases. I 
have, therefore, decided that 
arrangements should be made, 
to streamline and simplify the 
machinery for dealing with 
claims so as to achieve qualita¬ 
tive improvement and to ensure 
that claims are disposed of 
within a reasonable time, which 
normally should not exceed 
six weeks. For this purpose, 
I have decided to have greater 
delegation of powers for settle, 
ment of claims to officers as 
well as to field supervisory 
staff. The system of settlement 
of claims by mobile claims 
offices will also be extended. 
Information centres are being 
set up in every claims office 
where information about the 
claims already preferred will 
be made available and enquiries 
about consignments booked/ 
consigned, if they have not 
been received within a reason¬ 
able time, will be dealt with. 

In my interim budget speech, 
I had referred to the labour 
participation in management, 
At present, a Corporate Enter: 
prise Group has been set up a 
the central level consistingo 
three representatives each frorr 
the two Railwaymen’s Federa 
tions, one representative of tlj 
Railway Officers’ Federation 
and from the official side th 
members and additional mem 
bers of the Railway Board at* 
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also the secretary, Railway 
Board to discuss certain 
matters mainly to evaluate the 
functioning of the railways 
tand to suggest ways and means 
'to improve their viability, 
v It is now proposed to set up, 
at the zonal level also, Zonal 
Corporate Enterprise Groups 
consisting of three representa¬ 
tives each of the affiliates of 
the two recognised Railway- 
men's Federations, and one 
vpresentative each of the 
Affiliate of the Railway Officers’ 
Federation. The members on 
the official side would consist 
af the general manager and 
the heads of departments. 
The Zonal Corporate Enter¬ 
prise Group will discuss 
natters involving improvement 
n the working of the railway 
;ystem and would recommend 
appropriate changes for im¬ 
proving efficiency and viability. 

Workers 9 Participation 


As a further step towards 

{ anticipation of workers in 
ailway management, it is 
roposed to set up in each 
iajor workshop a joint coun- 
il and appropriate number of 
tbop councils. These Joint 
nd shop councils would 
onsist of equal number of 
*presentatives of workers and 
le administration, the former 
eing nominated by the 
[cognised unions. 

There arc complaints about 
ertain ad hoc appointments 
lade in Class 111 and Class IV 
uring the previous three years, 
have decided that such 
hoc appointees in Class III 
ould be referred to the Rail- 
iy Service Commission to be 
nsidered along with other 
>plicants. As regards ad hoc 
pointees in Class IV, they 
•uld get screened, along with 
hers, by the usual screening 
fcinery of the railways. 

M ant await of the railway- 

r 


Fasten economist 


men's charter of demands. 
Those who framed this charter 
had made it explicitly cleafr that 
the demands were negotiable. 
Some of the demands were 
such that they required an 
overall policy review and deci¬ 
sion by the government as a 
whole in the context of the 
available financial resources. 
Only after such a comprehen¬ 
sive review will T be able to 
examine the railwaymen's 
demands in cooperation and 
consultation with the accredited 
trade union representatives in 
railways. 1 am confident that 
our just approach towards 
railwaymen’s demands will be 
matched by their devotion to 
duty in the wider interest of 
the nation. 

As regards the legitimate 
demand of the railway em¬ 
ployees concerning their victi¬ 
misation during the emergency, 
1 wish to make a categorical 
announcement that those rail¬ 


way employees who were either 
suspended, removed, dismissed 
or prematurely retired during 
the emergency, as a sequel to 
their detention under M1SA c r 
DIR or because of their associa¬ 
tion with organisations, either 
banned during the emergency, 
or not favourably disposed 
towards the then government, 
will be reinstated. 

The actions taken against the 
employees under Rule 14(2) of 
the Railway Discipline and 
Appeal Rules, during emer¬ 
gency, will also be reviewed 
and wherever it is found that 
the particular actions were 
prompted purely by political 
considerations, those actions 
will be annulled. 

In order to embark on the 
various developmental and 
modernisation schemes on the 
railways, railways have to 
continue as an economically 
viable unit and in this regard 


we are still a long way to go, 
in spite of the surplus expected 
during 1977-78. This can only 
be achieved gradually by 
liquidating the debt of about 
Rs 440 crorcs, which has 
become due over the years to 
the general revenues. Pur¬ 
suant to the recommendations 
of the Public Accounts Com¬ 
mittee, an expert copunittee 
will shortly be appointed to 
examine comprehensively the 
railway fares and freight 
structure. 

I am quite confident that 
I will have the cooperation of 
all the Honourable Members, 
the public and the organised 
labour in the process of making 
the railways service-oriented and 
productive. I have to pay a 
special tribute to the railway 
staff who have demonstrated 
their renewed interest in keep¬ 
ing the railway wheels moving 
fast, so as to serve the public 
to the best of their ability. 



Railway Budget at a Glance 


(Rs crorcs) 


Actuals 

Budget 

Revised 

Budget 

Budget 


1975-76 

estimate 

estimate 

estimate 

estimate 



1976-77 

1976-77 

1977-78 

1977-78 




(as presented 

(as presented 





in March) 

in June) 

Gross traffic receipts 

1767.01 

1955.82 

1987.55 

209J .44 

2110.24 

Ordinary revenue working 
expenses (net), i.c. after 
taking credit for recoveries 
Appropriation to deprecia¬ 
tion reserve fund from 

1470.17 

1551.42 

1548.23 

1635.76 

1648.74 

revenue 

115.00 

135.CO 

135.00 

140.00 

140.00 

Appropriation to pension 
fund 

Net miscellaneous expendi¬ 

24.50 

30.00 

35.00 

40.00 

40.00 

ture (including cost of 
works charged to revenue) 

20.31 

22.82 

22.35 

23.67 

23.68 

Total 

1629.98 

1739.24 

1740.58 

1839.43 

1852.42 

Net railway revenue 

Dividend to general 

137.03 

216.58 

246.97 

252.01 

257.82 

revenues 

198.14 

207.60 

211.30 

225.56 

225.32 

Net surplus (+) short-fali (—) 

—61.11 

+8 98 

+35.67 

+26.45 

+32.50 

Operating Ratio 

91.1% 

87.7% 

86.4% 

86.8% 86.6% 
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Revenue Receipts and Expenditure of Indian Government Railways-1977-78 


(In thousands of rupee) 


As presented 
in March, 77 


As now proposed 


As presented As now proposed 
in March, 77 „ 


* Capital-at-Charge 
Traffic Earnings 
(a) Coaching 


4921,57,92 4900,57,92 Miscellaneous Transactions 

(a) Receipts 

(i) Other Receipts from 


(i) Passengers 

Upper 

57,62,54 

57.62,54 

(10 

Lower 

549,37,46 

549,37,46 

(iii) 

Total Passenger 

607,00,00 

607,00,00 

(ii) Other Coaching 

92,31,00 

91,31,00 


Goods 

1362,76,00 

1382,93,72 

Total—] 

Sundry Other Earnings 

54,37,00 

53,99,00 



Total 

Suspense 

*Gross Traffic Receipt 

Working Expenses 
Ordinary Working Expenses 


2116,44,00 
—25,00,00 

2091,44,00 


2135.23.72 
—25,00,00 

2110.23.72 


(i) Administration 

157,85,80 

158,15,80 

(ii) Repairs and Maintenance 

635,38,14 

638,50,14 

(iii) Operating Staff 

327,74,47 

329,37,47 

(iv) Operation (Fuel) 

313,62,35 

320,05,89 

(v) Operation other than 

Staff and Fuel 

92,41,32 

93,91,32 

(vi) Miscellaneous Expenses 

57,17,38 

57,17,38 

(vii) Staff Welfare 

56,88,56 

56,88,56 

Total 

1641,08,02 

1654,06,56 

Suspense 

—5,32,56 

-5,32,56 

Total-Ordinary Working 

Expenses 

1635,75,46 

1648,74,00 

Appropriation to Depreciation 

Reserve Fund 

140,00,00 

140,00,00 

Appropriation to Pension Fund 

39,35,00 

39,35,00 

Payment to Worked Lines 

(a) Net Earnings 

19,39 

19.39 

(b) Rebate 

1,79 

1,79 

Total W orking Expenses 

1815,31,64 

1828,30,18 

Net Traffic Receipts 

276,12,36 

28,193,54 


Subsidised Companies 

8,82 

8,82 

Other Miscellaneous 


* 

Receipts 

25,52 

25 52 

Receipts from Surcharge 



on Passengers 

9,22,84 

9,22,84 


9,57,18 


(b) Expenditure 

(i) Land — 

(ii) Subsidy 25,12 

(iii) Surveys 83,07 

(iv) Other Miscellaneous 

Expenditure 13,72,67 

(v) Open Line Works-Revenue 9,00,00 

(vi) Appropriation to Pension 

Fund 65,00 

(vii) Appropriation to Accident 
Compensation, Safety and 
Passenger Amenities Fund 9,22,84 

Total—Expenditure 33,68,70 

Net Miscellaneous Receipts —24,11,52 

Net Revenue 252,00,84 

Payments to General Revenues 

(i) Dividend to General 

Revenues — 

(ii) Payments in Lieu of 

Passenger Fare Tax 225,55,65 

(iii) Contribution to Railway 

Safety Works Fund — 


Surplus (+) or Shortfall (—) 
for the Year 

Operating Ratio** 

Ratio of Net Revenue to 
Capi(aI-at-Charge 


+26,45,19 


86 . 8 % 

5-t % 


9,57,18 


25,12 

79,53 

13,76,21 

9,00,00 

65,00 

9,22,84 

33,68,70 

—24,11,52 

257,82.02 


225,32,34 

_ < 

+32,49,68 
86 . 6 % 
5.3% 


‘Includes Receipts or Worked Lines. 
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“Ratio of Total Working Expenses to Gross Traffic 
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Special Introductory Offer: Orient, 
India's most experienced fan makers, 
now bring you ceiling fans with 
Special Sweeps—with a big price 
advantage I You can get a 1000mm 
sweep fan at a price losyer than that 


of a conventional 900 mm sweejjt-fr 
fan. Or a 1250 mm sweep fan at E'J" 
price lower than that of a conven- ^ 
tional 1200 mm sweep fan. Offer 
open for a limited period. 


Conventional 
Sumrnarklng 
Extra twaap of 
Summarklng 


900 mm 

1050 mm 

1000 mm 

1125 mm 

100 mm 

76 mm 


1200 mm 
1260 mm 




New 

Regulator 
to match the 
smart now 
look of tho 
Summerking 
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